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Women's Agency: Limits and Poss^ilities 

The question of women’s a|e^ is central for feminists, both in 
relation to practical oivanisation and to historical reconstruction. 
Marxist and socialist feminists have worked with a notion of direct 
agency, at the point of its emergence into self-consciousness and its 
transformation into collective p^itical will. However, women’s agency 
itmains problematic in both theory and practice. Because women are 
simultaneously class differentiated and subject to the frequent 
cross-class expansion of patriarchal ideologies, thmr agency is not open 
to historically self-evident inodes of collectivisation. More attention 
needs to be paid, therefore, to socially structured and often sanctioned 
forms of indirect agency, in their specific articulation of consent and 
resistance as significant signs of the ways in which men and women 
make their histones or are inhibited from doing so. 867 

Panchayats and Self-Government 

The Constitution (73rd Amendment) Act has in essence 
constitutkmalised panchayats as a third stratum of government at and 
below the district level. Its implications are far-reaching and perhaps 
not fully grasped even by those who legislated the measure. 859 

The enactment of the new Karnataka Panchayat Raj bill in replacement 
of the earlier Act of 1983 reveals not so much a vommitment to 
progressive decentralisation of government as a unanimity among 
legislative members belonging to all parties on strengthening their 
hold on panchayaii raj institutions. B47 


Dealing with Public Debt Illunion of Accens 
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Foregts and Floods ! 

s 

The Centre for Science and 
tnvironmem’s third Chizen’s 
• Report on the state of India's 
environmeni has sought to question 
■he view, vigorously ptopagaied 
by envuonmemalists, that 
afforestation of the Himalayas 
IS the susumabte soluiion 
10 the problem of floods in 
the northern and eastern 
plains of the Indian 
subcontinent M9 


Money in Rural Banking 

There is nothing inherently 
non-viabte about banking in the 
rwai areas. The much-wlked-about 
losses of banks’ rural branches 
have to be aiinbutcd to the 
incompetenoc of individual 
banks* manageraems. llB 


Mothers and Woricers 

Much concern is currently being 
expressed about the trend towards 
decline in breast-feeding and us 
implications for the health and 
development of children. The etforrs 
bemg made lo promote breast¬ 
feeding through social policy and 
new l^siation consequently tend to 
focus aiiemion almost exclusively on 
the welfare of the child. However, 
keeping in mind women's dual roles 
as workers and citizens on the one 
hand and mothers on the other, ii is 
necesiBTy to raise certain itiucs 
idaicd 10 working mothers amt the 
law so as to take a more balanced 
view of the needs of both 
women and children. 887 
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LETTERS TO EI)ITt>R 


Plight of Bhopal Cias 
Victims 

THI* victims of the wuiid's biggest tndiistnal 
disaster—the Bhopal gas leak disaster ol 
December 2/\ 1984—continue to suffer in 
various ways. Till lanuary 30, 1993 onlv 
1,710 cases (out of a total of ovei 6,(X),flOO 
claims, including 14,000 claims on account 
of death) had been decided upon in the 30 
claim courts. Meanwhile, the payment of 
intenm relief to over 3,00,000 victims, which 
had been going on for the last three years, 
ceased from April 199) It had been loudly 
proclaimed that it was to provide immediate 
rebel to the victims that the settlement of 
February 1989 with Union t arbide Corpora¬ 
tion had been hastily concluded. But, while 
the victims who are in acute need of im¬ 
mediate rebel have been left in a state of 
helplessness, even the absurdly truncated 
settlement sum lying in the custody of the 
Supreme Court remains largely unutilised 
Given the tardy pace of adjudication of 
claims, should not a simpler and speedier 
method be evolved lo disburse the compen- 
, lion’’ Is It not a fair demand that intenm 
relief to the gas I'lctims be continued until 
then claim' are adjuditaied'' 

As a result of intense lobbying by vic'tim 
gioups, the government of India had on 
March S, I9W allocated a sum of Rs 360 
croie as interim rebel lor the Bhopal gas 
victims The interim relief, which was to 
benefit 5,00,000 victims, was to be adjusted 
against their final compensation. While the 
last instalment of interim rriiel' was paid in 
March, the pioccss of adjudication of dauns 
has been estremel) slow At the rate at which 
It it progressing it will lake several years for 
the 6,00,000 odd claims to be settled 
Therefore, in order to miligaie the hardship 
the victims may face until then claims are 
amicably settled, the demand was made of 
the government that it continur to pay in¬ 
terim reliel as it had done during the last 
thiee yeais 

The govcmtneitt mas nut have to molnlise 
additional resources for {ontinumg the 
interim relief I nete was an alternaiivr sug 
gestion. It vas pointed uui that the sciile- 
ment sum of S 470 million paid by UCC in 
Maa'h 1989 non ainounls U over hs 2,000 
cruie (at the cunvm exchange rale) and 
generates interest ol around Rs 200 aorr per 
annum. The total amount thar is rcquiird 
to pay intenm relief to the victims annually 
(which is about Rs 140 ciore) could easil) 
come out of the interest that is accruing on 
the settlement sum I he task of cominuing 
interim relief need not, therefore, become a 
finaticial burden on the government 

It was also pointed out that the govc.n- 
mem had set up a sjsecial indusinai area lur 
the economic rehabilitation of the gas \ ic 
urns. Despite several representations, the 
government has not taken any step legarding 
economic rehabiliuiion of the gas vic<ims 
The demand, therefore, was that the govern 
ment immediaiufv inoi ide additional jobs 


by setting up appropriate industries in the 
industrial area oreroarked for gas victims. 

In the claim courts where poor victims 
have to plead their case themselves, compen¬ 
sation hu uqiustly been denied in 1,152 cases 
or almost 70 per cent of the 1,710 cases ad¬ 
judicated so far. While in the 558 cases 
where compensation has been awarded, the 
amounts have been miserably low. Another 
disturbing fact is that the quantum of com¬ 
pensation is being determined only accor¬ 
ding to the wages lost due to death or in¬ 
jury. An alternative and more equitable 
scheme would be to allocate a fixed sum of 
money to every resident present on the night 
of December 2/3, 1984 in the 36 gas-affeoed 
wards of Bhopal. This would ensure a basic 
minimum of compensation to all gas vic¬ 
tims. The underiimng assumption is that all 
those who were present in the gas-affected 
areas must have inhaled a significant 
amount of the toxic gases. 

It IS reliably learnt that the government 
has discontinued 24 of the 26 studies on the 
effects of the toxk gases on the life systems 
of Bhopal If the government has, indeed, 
moved in that direction, it is a highly 
deplorable step. The government must desist 
from any attempt to discontinue research on 
the effic^s of the toxk gases The govern¬ 
ment must also be asked to make public the 
results of all studies carried out by the In¬ 
dian Council of Medkal Research ^ other 
agencies on the effects of the tame gases 
Lack of access to such information, on the 
one hand, denied the gas victims a source 
of vital evidence whi^ could strengthen 
their claims for adequate compensation. On 
the other hand, the judges of the claim 
courts, who are totally unaware of the 
medical consequences of the toxk gases, 
cannot be expected to give fair judgments 
in the absence of adequate information on 
the nature of the usuries sustained by the 
gas victims. 

The Bhopal gas tragedy is cotainly an 
issue of nation^ concern and pdlitical dif¬ 


ferences must not stand in the wgy ofielief, 
rehabilitation, compensation disbunemem, 
medical research, criminid prosecutim aM 
other related matters. It would be a matter 
of national shame if the nation continues 
to remain indifferent to the tragk pUght of 
the Bhopal gat victims. It tt hoiwd that 
concerned people from all walks of life 
would agun come forward to speak up fw 
the gas vktims. 

N D JAYAPRAKASH 

Delhi Science Forum, 

New Delhi. 

Maltreatment of Working 
Children 

THE members of Bhima Sangha are 
children who ate working for a iii^ihood.j 
Though our contribution amounts to 20 per 
cent of the GNP of our country, we remain 
deprived of bask facilities and ri^ts. We are 
constantly ill-treated. To protest against 
these, we have created this forum through 
which we are determined to build a better 
future for ourselves. For this, we need sup¬ 
port from all of you who are concerned 
about working children. 

Maltreatment of working children in the 
hotel industry must stop, lb move ahead in 
this directitMi we have the following appeal 
to make: lb effectively stop such atrocities, 
a special committer should be set up. This 
committee should consist of officials from 
the labour department, ofTidalt from the 
corporatHHi, offkiais from tbe police 
departmern, representatives from organisa¬ 
tions like tbe Concerned fbr Vferking 
Children and Bhima Sangha. This special 
Ihsk Force mutt be given powers to dieck 
the violeficeand labour mismanagement in 
the hotel industiy. 

Radha.Gulzar, N^rwani, Vinayaka and 
Others. 

Bhima Sangha, 

Bangalore. 
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No Escaping EFF 


T he obviously orchestrated reports on the govern¬ 
ment’s intentions with regard to further borrowing 
from the IMF have sought to suggest that difficulties 
have arisen because its ability to satisfy the quantitative 
performance criteria and the policy benchmarks 
prescribed by the multilateral agencies is wearing thin, 
particularly against the background of the fragile socio¬ 
political situation in the country. Earlier indications 
were that the government would go in for additional 
borrowings under the IMF’s extended fund facility 
(EFF) in combination with the enhanced structural 
adjustment facility (ESAF). There was an explicit 
commitment to that effect in the government’s 
memorandum of economic policies for 1992-93 sub¬ 
mitted to the IMF in early June 1992 as part of the 
requirement for the current stand-by arrangement. But 
more recently the government has been trying to con¬ 
vey the impression, through inspired reports in the press, 
that it would seek assistance from the IMF via some 
alternative route, not the EFF/ESAF one. 

it is true that the fiscal deficit target of Rs 35,450 
crore (or 5 per cent of GDP) for 1992-93 may be missed 
by a wide margin. There have occurred large shortfalls 
in the government’s revenue collections as also in the 
sale of shares of public sector undertakings. While the 
revised estimates for 1992-93 had put the budget deficit 
at Rs 7,202 crore, it may now turn out to be at least 
Rs 3,500 crore more. Considering the persistence of 
recessionary conditions, further fiscal compression in 
pursuit of the IMF-dictated target of fiscal deficit would 
be suicidal. Financial sector reform has similarly come 
up against formidable roadblocks. Finally, some 
questions may also be raised about whether India really 
needs fresh balance of payments support right now 
since official data show tte level of the country's foreign 
exchange reserves to be around S 7 billion. 

The IMF is, however, playing for much bigger stakes 
in India aAd it is not litely that relatively limited 
technical considerations such as those mentioned above 
are what will count in the ultimate analysis. The com¬ 
pletion of the process of opening up of the Indian 
economy will be a big feather in the cap of the IMF 
bureaucracy and it b not surprising, therefore, that the 
Fund's managing director, Michel Camdessus, has 
chosen to state publicly that he is looking forward to 


giving more as,.sistance to tiidia under bl'F/ESAF. He 
has expressed satisfaction o\ei the pace of India’s 
reforms so far as also oser the rnogramme for the future 
as spelt out by the Indian goscinment That apait, it 
is not likely that the IMF's Hoard will now agree to 
let India borrow undei conditionalities less tigorous 
than those stipulated mm 1 H/tSAF loans. Following 
the well established pattern, stand by arrangements 
typically cover periods of one to two years with the 
focus on macro-econoiniv. policies. As Camdessus has 
himself emphasised niher pointedly, a stand-b" 
programme is only the beginning and the Indiah 
government’s commit nient to open up the economy, 
effect major structuiai changes, pu^i ahead with 
privatisation and enstnc more effective use of public 
resources (a euphemism for cuts in government expen¬ 
diture, especially public sector invcsimcnt outlays) “can 
fit in very well with the kind of strategy we can sup¬ 
port particularly under EFF or ESAF”. Thus the 
slippage in some of the technical performance criteria 
notwithstanding, the IMF is all set to welcome India 
under the EFF/ESAF umhiclla so that the liberalisation 
and structural adjustment pioccsses can be pushed 
through even more vigorously. 

On the government v.f India’s pait, the logic of the 
economic policies it is pursuing leaves it no option but 
to make the inevitable tiansition from the present 
stand-by arrangement to borrcjwing under EFF/ESAF, 
however bitter the consequences of this for the large 
majority of the country’s people. The government’s 
posture of not wanting to bonow under the EFF can 
be taken seriously only if there were some evidence of 
its readiness to pursue more independent economic 
policies which would reduce the need for exceptional 
financing from the multilateral agencies. In fact, 
without such a drastic change of economic policies, 
even the additional funds pumped in under the EFF 
will not resolve the structural imbalances in the 
economy. After ail, despite a S 5 billion borrowing 
under the same EFF in 1981-82 and despite the 
windfiUI of a sharp rise in domestic petroleum produc¬ 
tion, it did not take very many years for the Indian 
economy to find itself back to square one in terms of 
having to knock at the IMF’s doors to be bailed out 
ail over again. 
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POLITICS 

Creating Space for 
Fanatics 

DEMOCRAI iC rights have aiisa)s been 
a Karce commodity in India lor ordinary 
cui«n& But they arc generously oftered 
by the state to fanatics of all shades - 
communal, chauvinist, xenophobic, 
obscurantist Fheii ‘democratic’ light to 
propagate venomous prejudices against 
minority communities, indulge in all sorts 
of parochial caprices, and organise com 
munal riots, is indefaiigably defended by 
the executive, the police, the judiciary — 
and, on certain occasions, even by poliii 
Clans of all hues Anyone daring to exer 
CISC the constitutionally guaranteed right 
of expressing any opinion that may be dif 
ferent from that held by these lanatics is 
immediately hauled up bv the state 

We thus watch the ciiiious spectacle of 
the Shiv Sena chief Bal Thackeray enjoy* 
ing all immunity against prosecution 
despite his repeated nonchalant avowal of 
hi$ followers* participation in the Bombay 
riots Yet when an innocuous article ap¬ 
pears in a weekly reiterating old historical 
ly recoidcd facts about Shivan, the 
government immediately clamps a ban on 
the publication—-to the satisfaction of the 
Shiv Sena It seems that the state govern 
ment of Maharashtra has handed over to 
the Sena the right to administer affairs in 
the film world there It decides which ac 
tor or actress should be debarred tiom 
productions, according to the Sena’s 
perceptions about their degrees of 
patriotism, oi lack of It can not only 
dictate terms to the ptoduiers and direc 
tors, but can also stop the exhibition of 
any film which may have an actoi who is 
not acceptable to the Sena 

1 he anxiety to protei t the ’democratic’ 
rights of comn unal organisations like the 
Shiv Sena is not peculiai to the «talr 
government of Maharashtra Ikki Uttar 
Pradesh, which is now undei central ad 
mintstratit^n Soon alter the demolition of 
the Babri mosque (tarried out under the 
direct supervision of the then lUH govern 
ment there), the ‘kar-seval s’ were allowed 
to install some idols on the spot A buck 
structure is now coming up there to pio 
tect those idols, with the administiaiion 
going out of Its wav lo permit the 
construction—thus paving the way for the 
Sangh panvar’s ultimate plan to build a 
temple there Whenever the Naxalites m 
some obscure village of Andhra Pradesit 
build a mrmonat for their martyrs, the 
ever-aleit administration immediately 
sends the police to demolish it But in 
Ayodhya, the Sangh parisai is given a free 
hand to demolish an annent histortca! 
monument, and replace it with some 


structure to mark the nctitious birthplace 
of an imaginary hero 

The tudtciary has not been far behind 
in indirectly lending ciedence lo what ap¬ 
pears to base become a national duty to 
uphold the ‘democratic’ right of all those 
who swear by the mumbo jumbo of Hin 
duiva In Utiar Pradesh, the court was 
icporied to have expressed its anxiety to 
provide a firm roof for the idols in 
Ayodhya In West Bengal, the court over 
ruled the state government’s ban on the 
BIP rally and allowed the Sangh parivar 
leaders (most of whom belonged to the 
banned organisations. RSS and VHP) to 
address a public meeting In Orissa, the 
court has i>sued ordeis on the Cuttack 
administration to open the lock put on the 
office premises of the VHP there The 
honourable judges, ot rouisev quoted laws 
in defence of their judgments 

Out ambiguously worded legislations 
always providi loopholes lor hair-splittmg 
sophistry But is it iust coincidental that 
such casuistic interpretations ol ihc laws 
are opening up legitimate space for exactly 
those forces which by all standards are 
fascist ’ 

OOVIRNMLNI flNANtPS 

Blaming t’he States 

IT IS a standard praitue now for the 
kionomu Survev to cover in its review of 
fisc al developments during the year not 
only the finances of the centre but also 
the finances of the states and union ter¬ 
ritories Following this practice, the 
IxonomH Sur i y 1992 93 includes a 
section on the lartet, which starts with 
these words "Thca was a shaip deteriora 
tion in the ruiaiiccs of the states and union 
territories in IWl 92 with the combined 
budgetary deficit touching Rs 1,896 crore 
as comparec) to only Rs 119 crore in 
1990-91" Dtx V this statement really stand 
scrutiny'' 

What the auihois of the hunomic 
Suney have dorr is to compatc the 
resised esiiniatcs ot budgetary deficit for 
1991 92 with Ihc actuals lot 1990 91, 
overlooking the fact that there could be 
constderab'i diseigence between the ac¬ 
tuals and II vised estimates foi the same 
year To illu slraic, the leviscd estimate of 
deficit lot 1990 91, for the states atone, 
was Rs 429 4 ciore (as against the budget 
estimate o Rs 1,742 6 crore) The com 
billed aitc als tor states and union ter 
ntones lui ned out to be less than a third 
of the revi< ed estimates. It should be add- 
<*d that ih( ability of the states to actually 
meat d«.li If depends very much on the 
willingnt's ol the centre to release ways 
and mcaiu advances to the states and 
beais litti • relationship to what the slates 
provide c n this account while preparing 


their budgets It is, the authors of the 
EconomK Survey seem to have ignored, 
inherent in the budgeung exercise of the 
states and union terniories, more 
that of the centre itself, that the actuali 
are far below the budget and revised 
estimates Any judgment based on such 
faulty comparisons is seriously flawed 
and IS bound lo be overdrawn one way or 
the other. 

But deterioration in state finances, cveii 
going by the actuals, will have to be assess! 
ed with far more caution than seems to 
have been exerased in the latest EconomK 
Survey, which is obviously in a temWr 
haste to take whatever credit it can for oeh 
iral transfers to the states to reduce the gap 
between current revenue and total outlay 
The increase of Rs 13,998 crore betweed 
1990-91 and 1991-92 (RE) in the current 
revenue of the states and union temtones 
IS attributed "almost entirely to an in¬ 
crease in grants from the centre and the 
states’ share of income tax and union 
excise duties collected by the centnf*. Tht 
budget documents of the centre do not, 
to say the least, bear out this claim 

Between the two years, the actual 
amounts transferred to states and union 
temtones by way of grants declined by 
Rs 81 crore and those by way of share ol 
income tax and excises increased by 
Rs 2,662 crore, the nePincrease m revenue 
account transfers was thus Rs 2,581 crore, 
that IS, 16 per cent of the increase m the 
current revenue of the states and union 
teintonre Assuming that the actuals did 
not fall far short of the revised estimates 
of their total revenue receipts in 1991-92, 
It IS clear that the bulk of this increase was 
secured by the states and union temtones 
on their own steam 

Why were the authors ol the EconomK 
Survey in such a hurry to make these 
untenable claims when they must have had 
available to them the rigures of actual 
transfers effected to the states and union 
temtones'' Obviously to cover up the fact 
that the centre’s own tax effort measured 
as a proportion of GDP left so much to 
be desired 

HEALTH 

Dark Areas 

AMONG the important sectors whidi will 
be affected by structural adjustment pro¬ 
grammes, directly and indirectly, will be 
health This is not only because flnandal 
allocations for the health sector in general 
are going to fall, but aUo because the 
deteriorating socio-economic conditions 
for the nufjonty wiU generate an incRaied 
demand for health services. However, if 
appearances are to be kept up, attempts 
must be made to pmcribe a cure for the 
ailing health system and this is just whM 
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the ^td Bank has dona In a recent 
itvicw of the health sector, the \M3rld 
.Bank is at pains to ptnnt out that health 
^ famiiy welfare have received a deciin- 
j m share of total spending alter 1970 with 
p ‘precipitous decline’ afler 1980. Ikking 
the central budget of 1992-93 as a Tirst 
test’ of the government’s interest and 
ability to respond positively to adjust¬ 
ment. the review professes to have been 
fhocked to find that the allocation for 
health had remained more or less un¬ 
changed from the previous year’s. In fact 
tgking into consideration the special 
distance of Rs 80 crore for the AIDS 
(wogranune, the central allocation had ac¬ 
tually dropped and budget cuts of up to 
40 per cent had been made in vital pro¬ 
grammes like malaria eradication, whereas 
tte allocation to programmes with few ‘ex¬ 
ternalities’ had risen at the expense of 
those which benefit the poor. On a self- 
congratulatory note it goes on to point out 
that the finance ministei was prevailed 
upon to ‘adjust’ the health allocation up¬ 
wards. The review’s prescriptions for a 
healthier future indutte: streiigthening the 
health budget and doubling allocations to 
endemic disease programmes; improving 
equity and targeting externalities, that is 
restoring cuts to disease programmes 
which affect large numbers; defining an 
effective package/standard of input to 
primary level institutions, protecting 
capital investment by ensuring main¬ 
tenance buogets; improving cost recovery 
from the affluent for hospitals (currently 
less than I per cent of the cost is collected 
from patients and this should be increased 
to 20 per cnit); and enhancing private sec¬ 
tor effectiveness by adequate quality 
control. 

What has been the impact of this ad¬ 
vice on the cemral budget for the health 
sector in 1993-94? The total plan and non- 
plan allocation for 1993-94 is Rs 2,0M.47 
enm, an increase of 15.4 per cent over the 
revis^ estimate for 1992-93 and 31 per 
cent over the budget estunate (ar that year. 
This represents a minuscule 1.58 per cent 
of the total estimated plan and non-plan 
expenditure of the centre. Although cen¬ 
tral allocations for health comprises only 
about 6 per cent of the total public expen¬ 
diture on health, they set a trend moti¬ 
vating state spending. Moreover, thecen- 
tial allocaiions go to endemic disease pro¬ 
grammes which have large externalities. 
The current budget thus shovts no signs 
of a change in perspective. SUghtly more 
than 62 pa cent of the total (Rs 1 JI80.72 
crore) goes to the family welfare pro¬ 
gramme It has often bem pointed out 
that this causes a distortion in priorities 
which goes beyond the expenditure 
figures. Runily welfare (earlier family 
piaaiiing) has continued to take an 


increasingly large share of the total cen¬ 
tral budget allocations for health—rising 
from 1.5 per cent in the First Plan to 49 
per cent in the l^xth Plan. Family plan¬ 
ning comprised i.8 per cent of the total 
allocation for all sectors in the Seventh 
Plan. In the current budget 2 per cent of 
the total has been earmarked for family 
welfare, the same as in 1992-93. 

Of the total health and famiiy welfare 
budget, epidemic disease programmes ac¬ 
count for 15.4 per cent. Of this, the major 
portion, about 29 per cent, goes to the 
National Malaria Eradication Programme 
(NMEP) and 23 per cent to the National 
AIDS Control Organisation. The World 
Bank review points out that the budget cut 
in the health sector has particularly af¬ 
fected disease control programmes, with 
the NMEP suffering a massive reduction. 
The allocation in the 1993-94 budget does 
mark a restoration of the cuts made 
earlier, but hardly reflect any avrareness 
of the seriousness of the spreading in¬ 
cidence of malaria. Similarly, although 
the allocation for the TB control pro¬ 
gramme has almost trebled over 1992-93, 
it only comprises 11 per cent of the public, 
health budget. And this when the 
Economic Survey acknowledges that an 
estimated 1.5 per cent of the total popula¬ 
tion is currently affected by the disease. 
Clearly, if this is the situation after so 
many decades, it would mean that the pro¬ 
gramme has been inadequate and weak 
and requires strengthening. Interestingly, 
while the Economic Survey has also 
shovrn concern over leprosy, pointing out 
that 2 million people are estimated to be 
suffering from the disease, the propor¬ 
tionate allocations for the programme has 
remained static at 11 per cent of the public 
health budget and it is the only pro¬ 
gramme which has not been allocated 
increased funds over the revised estimate 
of 1992-93. 

A point worth mentioning here is that 
public health oipcnditure comprises only 
a small proportion of total expenditure on 
health. One study indicates that the 
per capita private expenditure on health 
is 10 to 15 times that spent by the state 
and accounts for 7.6 per cent of tend 
household consumption expenditure. This 
trend of increasing private expenditure on 
health is bound to gain strength, especially 
if World Bank prescriptions of cost 
recovery in health are followed. 


SPECIAL 301 

Well-Timed Bullying 

IT is remarkable how the US and the rest 
of the western world together with Japan 
have penetrated the maikets of the 


developing countries and of eitst«‘n 
Europe, including the erstwhile USSR. 1b 
achieve this they Itave exploited every 
multilateral and Mlaterai forum to their 
advantage Their dominance of the boards 
of the World Bank and the IMF has been' 
used to browbeat the developing countries 
into accepting a patently iniquitous world 
economic order. And having achieved 
their goals in the international product 
markets, they have shifted their attention 
to trade in services, to trade-related invest¬ 
ment measures (TRIMS) and to trade- 
related intellectual property rights 
(TRIPS). The US has been particularly 
concerned about these areas and, finding 
some important developing countries such 
as India and Brazil somewhat hesitant to 
fail in line, it has adopted aggressive 
postures. Thus came the Super 301 and 
Special 301 under the US Omnibus Thule 
and Competitiveness Act of 1988 and the 
threat of naming countnes in the 'hit list’ 
under these provisions with the objective 
of forcing them to enter into negotiations 
and eventually accept the US demands. 

It cannot have escaped the rrotice of the 
US and the other developed countries that 
opposition is building up in India to the 
country accepting the Dunkel Draft pro¬ 
posals, particularly those relating to 
TRIPS and, among them again those 
dealing with patenting df food, mcdiciiul, 
agricultural, horticultural and bio- 
‘tcchnology-related products. While the 
bureaucracy and the political leadership 
in the country have blown hot and cold 
on these issues right from the start of the 
(JATT negotiations, the opposition from 
farmer interests and from the progressive 
intelligentsia has certainly made an 
impact. 

The Indian Patents Act, 1970 has stood 
the test of time in striking a balance bet 
ween investors' interesu and societal con¬ 
cerns. Hk provisions under the Act for 
grant of only process patents for food, 
medicines, drugs and bio-chemical 
substances and for denial of patents for 
atomic energy, agriculture''and horti¬ 
culture have been shown to be necessary 
for the country at its present stage of 
dcveloprocnt. It is well known how tochqt’s 
advanced lutions, when they were at the 
developing stage, resisted product patents 
or did not have patent laws at ail. Aauai 
experience across countries has brought 
out that prices of generic drugs have 
invariably remained much lower than 
those of patented products. And introduc¬ 
ing patentability into agricultural and 
horticultural products, in which many 
MNCs have acquired a dominqpt posi¬ 
tion, will have serious consequences for 
a still predominantly agriculturpi 
economy such as India's. 
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Precisely when opposition is building 
up in India to the Dunkel Draft, the US 
has once again named India as a ‘priority 
foreign country', along with Brazil and 
Thailand, under the Special 301 provisions 
of the Trade Act on the ostensible ground 
that nut enough progress has been made 
over the past one year towards providing 
effective patent protection in India. The 
objei'tive \cems to be to force India 
to tone down ns ptjsition in the GATT 
negotiations on TRIPS. Against this 
background, the govcrnmeni of India is 
not confronting the ba.sic issue when it 
asserts, by way oi a rcspoivse to the US 
action, that multilateral forums, such as 
the GATT, are the best means for resolv¬ 
ing such disputes. As it is, the government 
lost more than half the battle when it, 
along with China, caved in and agreed in 
the first place to negotiations on .services, 
TRIPS and TRIMS as part of the GATT 
system. But even at this late stage it is 
necessary to uke a clear position that the 
provisions of the present Indian law regar¬ 
ding patenting of. agricultural and phar¬ 
maceutical products arc not negotiable, 
whether bilaterally or multilaterally. 

INDIA-PAKISTAN RELATIONS 

Nuclear Brinkmanship? 

A correspondent writes: 

SEYMOUR HERSH is not a stranger to 
the Indian public Whether or not one 
accepted the results of his investigations 
into the existence of a CIA mole in Indira 
Gandhi’s cabinet, it goes to his credit to 
have exposed the fact that the CIA had 
access to the goings on at the highest level 
of decision-making in India. 

Now Hersh has come out with the 
disclosure that when, in mid-1990, the 
Bush administration dispatched Robert 
Bates, the deputy national security adviser 
to the US president, to Pakistan and India 
on an urgent mission, it was only after it 
“became convinced that the world was on 
the edge of a nuclear exchange'’ between 
the two countries. One o. the key infor¬ 
mants of Hersh was a former CIA officxT, 
Richard V' Kerr, who “co-ordinated the 
intelligence reporting in May of 1990’’. 
According to Kerr; “It was the most 
dangerous nuclear situation we have ever 
faced... It was far more frightening than 
the Cuban missile crisis!’ 

Still the Bush administration had then 
formally debunked reports in the US 
media of an India-Pakistan nuclear crisis 
as exaggerations. Why? Hersh’s explana¬ 
tion is that the US intelligence community 
has been haunted by the fact that “the 
Reagan administration had drcmaiically 
aided Pakistan in its pursuit of the bomb” 


by turning a blind eye to “illegal Rikisiani 
procurement activities’—and those too 
mainly in the US itself. Thai the CIA was 
engag^ in what Hmh tefers to as “con¬ 
stant spying” in India as well as Pakistan 
is fully documented. US analysts had con¬ 
cluded in the mid-70s that India had gone 
nuclear. As for Pakistan, the CIA had “a 
complete set of Hoor plans for an 
ambitious uranium enrichment plant at 
Kahuta”. And once Kahuta was opera¬ 
tional, it “found a way out to obtain firsl- 
hand information, in detail, about nuclear 
weapons work there". Another facility, 
this one for manufacturing weapons grade 
enriched uranium metal near Islamabad 
but not at Kahuta, was also known to 
CIA. And despite all this information, the 
Reagan and Bush administrations con¬ 
tinued to certify Pdeistan as non-nuclear. 
So how could the Bush administration all 
of a sudden admit publicly that India and 
Pakistan were on the verge of nuclear 
war? And that too when the CIA infor¬ 
mation, baaed on its monitoring of the 
movements in and out of Kahuta and 
other facilities, espedaliy the one in 
Baluchistan, led it to the conclusion that 
Pakistan was readying for a first strike. 
Hersh reports an American analyst who 
participated in White House ‘situation 
room meetings’ as saying: "We thought 
the reason for the evaluation of Kahuta 
was that they expected a retaliatory attack 
by India, in response to a Pakistani first 
strike!’ 

Whether or not a nuclear war between 
India and Pakistan had been so imminent 
in mid-1990, Hersh does establish one 
point, namely, that the situation did seem 
to the US watchdogs of the scene on this 
subcontinent to be leading to such a con- 
nagration. It also appears that during this 
period not only was India having a 
rather weak administration headed by 
V P Singh, but also in Pakistan the ad¬ 
ministration of Benazir Bhutto was flag¬ 
ging and security decisions had more or 
less been pre-empted by Ghulam Ishaq 
Khan, the president, and his trigger-happy 
army chief. General Beg. 

Now once again the subcontinent faces 
a situation in which Ghulam Ishaq Khan 
has taken over the reins of power in 
Pakistan with an army chief of his choos¬ 
ing at his beck and call. In India the 
government of Narasimha Rao is getting 
weaker by the day, thanks to the internal 
party dissensions in the Coiutress and the 
continuing economic stalemate; Given that 
both countries possess a nuctear strike 
capability, should we not be worrying 
about, the likelihood of a fflid-I99(l-lilK 
scenario building up again? Of provoca¬ 
tions there is unlikely to be any lack on 
either side The Bonoibay blasts need not 
be the last episode of the suicidal game 


TWENTY YEARS AGO 

EPW. April 28, 1973 

Whatever be its innuence on the gover¬ 
nance of the country in the years to come, 
the case involving the 24th, 2Sth and 29ih 
Constitutional amendmems, on which the 
Supreme Court pronounced judgment on 
Tuesday, has already shaken up the Court’s 
statistic records. The case was heard by 
13 judges, the largest bench ever, of the 
Supreme Court, and the 69 days of argu¬ 
ments made the hearing the longest ever in 
the Court’s history. The counsel for the peti¬ 
tioners argued for 33 days, Ihe counsel for 
the Kerala government for 22 days and the 
aiiorney-genetal for 10 days, in all 93 
lawyeis were retained by Ihe various parties, 
including several stale governments. The 
joint and several judgments of the judges 
apparently ran into 1,240 foolscap pages.' 
The one figure that is not available ]«t is 
that of the total cost of this many splen- 
doured legal battle to the private parties, to 
the various governments and to the Court. 
It is to PC hoped that some cost-benefit en¬ 
thusiast will shortly undertake the necessary 
calculations. 

It has been claimed that as a result of the 
Court decisively reversing its earlier ruling 
in the Colaknath case, parliament’s 
“sovereign power" to amend the Constitu¬ 
tion has been restored. This is one aspect 
of the Supreme Court’s verdict... Another 
aspect_While acknowledging parlia¬ 

ment’s right to ahiend the Constitution, 
the court has nevertheless kept to itself 
sizeable authority to tit in judgment on the 
constitutionaJ amendmems tKgt may be ac¬ 
tually enacted by pmttamcm. This is evident 
in regard to three issues at least. 

First, nine of the 13 judges have ruled 
that wMIe under Article 368 pariiament may 
certainly amend the Constitution, the arti¬ 
cle does not “enable parliament to.atier the 
basic structure or framework of the Con¬ 
stitution”. What exactly constitutes the basic 
structure and framework of the Constitu¬ 
tion has been left to be decided by the Court 
as and when the occasion arises. 

The second area retained for judicial 
review the Court relates to Article 31 (C) 
of tlw Constitution introduced through the 
2Slh amendment. Under the Ttrst part of 
this article, which has been unanimously 
upheld by the Court, no low giving effect 
to the Directive Principle Of the Constitu¬ 
tion deali^ with control and ownership of 
the material resources of the community so 
as to subserve the common good and so as 
to prevent concentration of wealth and 
means of production shall be deemed to be 
void in Ihe ground that it abridges or lakes 
away the Fundamental Rights mentioned in 
Articles 14, 19 and 31. However, by a ma¬ 
jority of nine to four the Court has dedared 
invalid the-second part of Article 31(C). 

Third, by a majority of 8 to S the Court 
has decided that in the cax of aoquisitioii 
of private properly by the attic; though the 
word "amount" has been substitute for 
“compensation” in Article 31(C) through 
the 2Sih amendment the ’Timouni" should 
still bear a reasonable relation to the value 
of property acquiitHl and must not be ‘Ar¬ 
bitrary" or “illusory". To that extent the 
objective of the 2Sib amendment to pul 
compensation for privwe ptopeny acquired 
by the sute beyond Ihe paJe of judictal 
review has been at best only partially 
fuinited. 
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IN THE CAPITAL MARKET 


Bharat Zinc 

BHARAT ZINC is promoted by the 
Oupus. Hari Mohan, Madan Mohan and 
Rajiv Mohan, who own the daily Dainik 
Jagmn. It is setting up at Mandideep in 
Madhya Pradesh a Rs 7.83 crore project 
with a capacity of 2300 tonnes per annum 
of electrolytic grade zinc and 4,2S3 ton¬ 
nes per annum of GOB zinc meul. The 
projM cost, appraised by the IFCl, was 
originally pliuxd at Rs 4.70 crore in Mardi 
1991, but was revised to the present figure 
in December 1992. It is to be met with 
equity share capital of Rs 4.62 crore 
(promoters’ contribution being Rs 1.14 
crore) and Rs 3.60 crore of loans from the 
Madhya Pradesh Audhyogic Vikas 
Nigam. The company already has on 
books a paid-up share capiral of Rs I.S0 
crOre. It is issuing now 31.20 lakh shares 
of Rs 10 each-at par, offering out of this 
12 lakh shares to the NRIs and the balance 
19.20 lakh shues to the public The issue 
opens on May 3 under SBl Capital 
Markets and lFCl.as lead manages. The 
company is to procure 40 per cent raw 
mat^al requirements from indigenous 
sources and import the rest 60 per cent 
from the US, Germany and Canada. 
Sulphuric acid is to come locally. IPCI has 
projected for the company sales of 
Rs 31.07 crore at 60 per cent capacity 
utilisation for 1993-94, Rs 36.2S crore at 
70 per cent capacity utilisation for 1994-9S 
and Rs 41.43 crore at 80 per cent capacity 
utilisation for 1995-96. Net profit is 
estinuited for the respeaive years at 
Rs 1.79 crore, Rs 2.08 crore and Rs 2.43 
crore. EPS is placed at Rs 3.87, Rs 4.50 
and Rs S.2S respectively for the three 
years, while the IFCI has estimated divi 
dend at 20 per cent for the very first year. 

Aircommand Airtechnics 

Aircommand Airtechnics is another 
venture by the Panthaki family in Gujarat 
in the area of portable airconditioners 
after Aircommand India which came in 
the market in April 1991 for its Rs 6.50 
crore project. There is a third company, 
Aircommand International, which caters 
to exports, and which has plans to go into 
shrimp farining and production of anima¬ 
tion films. Aircommand Airtechnics is to 
use the same brand name of Aircommand 
India for its airconditioners. It is engaged 
since incorporation in the year 1984 in 
trading in airconditioners and com¬ 
ponents. From trading, it is now going 
into manufacture of drconditioners. Its 
project is appraised by Bank of India at 
Rl 18 J5 crore. This is being financed with 
ec|uity share capiuil of Rs 15J0 crore (pro¬ 
moters’ contribution amounting to 
Rs 6.20 crore), lease finance of Rs 2.20 
crore and unsecured loans of Rs 50 lakh. 
The project at Wighodia Industrial Estate^ 
OvjiUBt, it to cover production of. 3.25 
takh uniu of portable aircondhioners and 
VMO units of window airconditioners. 


(rial production is expected in Ai^ust this 
year and commercial production is to start 
from September. ^1 pro^tions are 
Rs 180 crore turnover at 30 per cent 
capacity utilisation for 1993-94 with net 
profit placed at Rs 2.80 crore and EPS at 
Rs 2.80. The company is issuing 1.35 crore 
equity shares of Rs 10 each at par and of¬ 
fering 88.35 lakh shares '.o the public on 
May 4 under Subhash Dalai Financial 
Consultants as lead manager. 

Gujarat Narmada 
Knitwear 

Gujarat Narmada Knitwear is a promo¬ 
tion by Hasmukh Desai as a 100 per cent 
EOU for export of cotton yam and knit¬ 
ted garments. Since such exports now fall 
within the purview of GATT’s multinbre 
agreement, they are regulated by quota 
system. Initially, Gujarat Narmada 
Knitwear will be buying export quota 
from the market at premium ranging from 
10 to 15 per cent. It will be only after it 
establishes its potential that it will be allot¬ 
ted a quota by the government. Capacity 
in use will be restricted to 40 per cent for 
the first year and will not be more than 
60 per cent till the year 1995-96. Never¬ 
theless. the company has projected a IS 
per cent dividend in the very first year. It 
has been sanctioned a concessional World 
Bank credit line by Bank of Baroda. BoB 
has appraised the project to cost Rs 5.98 
crore at Panoli in Bharuch district, 
Gujarat, to manufacture 11.25 lakh kg of 
dy^ fabric and 24 lakh garment pieces 
annually, all for export. The company 
expects to explore non-quota markets for 


exports and has, besides, entered into an 
agreement with a fiim in the UK and 
another in Canada for marketing its 
products abroad. The project cost is teing 
covered by a BoB term loan of Rs I crore 
and equity share capital of Rs 4.70 crore 
of which the promoters are contributing 
Rs 1.30 crore. The company is issuing 
23.90 lakh shares of Rs 10 each at par to 
the public on May 5 with BoB and 
Gujarat Lease Financing acting as lead 
managers. 

IPCL 

Indian Petrochemicals Corporation 
(IPCL) will be making a rights offer to 
its existing public shareholders. A deci¬ 
sion to this effect was taken at a board 
meeting of the company held on April 19. 
The issue will involve offering a max¬ 
imum of 2.85 crore equity shares of the 
face value of Ks 10 each on rights basis 
at a premium not exceeding Rs 40 per 
share..The offer is proposed to be in the 
ratio of one equity share for every five 
fully paid up equity shares held on the 
record date to be fixed. However, a 
minimum of 100 shares will be offered to 
a shareholder whose name appeared on 
the register of members as on Aoril 19 
and continues to so appear on the record 
date. For employees who were allotted 
shares reserved in the issue that clo.sed on 
November 19, 1992, the offer is propos¬ 
ed to be in the ratio of one equity share 
for every one fully paid up equity share 
held. Tlw date of the issue will be decid¬ 
ed in due course after all the formalities 
are completed. 
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COMPANIES 


Trailing the Market 


Jainj Kapadia 

THE hitherto wholly state-owned Indian 
Petrochemicals Corporation is appeasing 
investors after it opened its doors to the 
public with a share capital issue it made 
four months ago at a premium of Rs 150 
per share for an aggregate amount of 
Rs 320 crore. It has now decided to make 
the investors who had subscribed for that 
issue and become the shareholders a rights 
issue of 2.8S lakh shares of Rs 10 each at 
a premium of Rs 40 per share in the ratio 
of one-for-five and in a higher ratio of 
one-for-one to those of the subscriber- 
shareholders for the earlier issue who were 
allotted the shares from out of the 
employees' reserved quota. It is not clear 
who this category of shareholders whom 
the IPCL is placating are, but they are 


more likely to be institutional investors 
rather than the common public, as 
institutional investors are usually the 
beneftciaries picked out for allotment of 
unsubscribed surplus out of employees' 
quota of capital issues by the companies. 
As these are offered rights shares in 1:1 
ratio, the average price of their share¬ 
holdings is to amount less at Rs 110 
as against Rs 142 for the rest of the 
subscriber-shareholders for the earlier 
issue. 

The IPCL. board meeting in Bombay on 
April 19 decided to make the rights issue 
at Rs 40 premium clearly to nuke amends 
for the high premium of Rs ISO per share 
at which it had made the public issue four 
months ago. Since then, against the issue 


The IR'eek's f'ttmpanies (Rs lakh) 


1 inani’ial IndK'aiors 

New India Sugar 
Mills 

June June 

1992 1991 

Vulcan 
Engineering 
~Warch March 

1992 1991 

Modella 

Woollens 

March "jjfafcTi 
1992 1991 

Imome/espensei /pwjiis 

Nci sates 

29t)2 

2175 

1299 

705 

182 

5.3 

Excise duly 

314 

218 

13 

5 

— 

- 

Other income 

74 

35 

231 

198 

165 

182 

Increase (dccicase) in year-end 
finished sicKt 

277 

3o5 

58 

78 

1 

15) 

Raw materials consumed 

2253 

1815 

250 

102 

120 

29 

t\>wrr and fuel 

61 

30 

5 

4 

27 

25 

Oihei manulacturiiig expenses 

197 

167 

606 

248 

43 

42 

labour cost 

387 

315 

107 

90 

113 

91 

Other expenses 

410 

318 

482 

456 

43 

30 

Operating profits 

269 

148 

138 

81 

1 

13 

Interest charges 

67 

48 


12 

8 

1 

Cross profits 

192 

100 

129 

69 

-7 

12 

Depreciation 

3K 

32 

7 

6 

12 

13 

HroOts bcldrc tax 

154 

68 

122 

63 

-19 

-1 

lax pros'isioii 

1.30 

48 

63 

30 

- 

- 

Profits altet las 

24 

20 

59 

33 

- 19 

1 

Dividends 

14* 

14* 

71 

16 



Liahilitic\'a':\i‘i^ 

Paid up capii'.l 

SO** 

SO** 

121 

109 

91 

91 

Rcvcfvir,^ amJ surpliih 

7S| 

741 

IH3 

140 

204 

225 

long term loans 

66 

24 

34 

54 

— 

— 

Short term loans 

749 

632 

- 

42 

46 

61 

Other liabilities 

693 

482 

1492 

833 

50 

42 

tjriiss fixed assets 


5.58 

165 

144 

702 

721 

/Vccumulaicit depicci.xtiKii 

n 

340 

43 

34 

441 

434 

Inseniories 

1513 

1090 

723 

4(17 

48 

46 

Ot nliich finished jioods 

1334 

1057 

157 

100 

1 

— 

Racis allies 

39 

83 

294 

23| 

53 

57 

1 era ns and ad sanv.es 

3 70 

328 

l(yf> 

277 

II 

12 

C ;u)i .iiul bank hjlant.t.'s 

16 

57 

388 

110 

7 

16 

ImoMnicni's 

53 

53 

.30 

30 

— 

1 

ttitiei .isseis 

5 

— 

6 

8 

II 


loliil tiab)b(K'A^a,AsC(v 

2,)('9 

1930 

1830 

1178 

392 

420 

Art /iiuimuil nuios 
lutnover ratio 

1.26 

1.13 

0 81 

0 7.3 

0 46 

O.IJ 

Kriiirn on sales *!% 

6.62 

4.60 

8.66 

799 

-3.85 

22.64 

Return on inveslnienl’e 

8 32 

5,18 

.7 05 

5 86 

-1.79 

2.86 

Kciurn on equity 

3 00 

2.53 

19.41 

13 25 

-6.44 

- 0.32 

E.itning per share 

5.13 

4,28 

4.86 

3 03 

- 2.08 

-0.16 

Disidend (*'o) 

30 

30 

18 

15 


_ 

HixA value (KM share (Rs| 

170 87 

166 60 

?0.6(> 

r 71 

10 

10.77 

< utrr'il inartei |)iki' 

52 

— 

75 

- 

13 

_ 

H 1 luiio 

10 14 


15.43 

— 

- 

- 


• Rs piiiou'iuc disidcnd. ** Rs C l,ikhs pwl'crencc share capital 


price of Rs 160, the IPCL share has been 
eroded on the market by 38 per cent to 
Rs 100 currently, and the management has 
professed to make good investors' losses 
by proposing a rights issue at almost one- 
fourth the rate of premium fixed for the 
public issue 'fhe rights issue coming close 
on the heels of the public issue also 
demonstrates the urgency of funds for 
IPCL for its massive Rs 3,484 crore in¬ 
tegrated gas-based petrochemicals com¬ 
plex at Baroda and the downstream units 
near Bharuch. 

After the proposed rights issue the 
average price of the shareholdings, 
because of the premium differential com¬ 
pared with the public issue and the dif¬ 
ference in the ratio of rights, is to work 
out to Rs no for those shareholders who 
got the unsubscribed employees’ quota 
out of the public issue and for the rest of 
the shareholders to Rs 142. However, this 
is still more than the current market price 
of IPCL shares of Rs 100. This, besides, 
is the present price. What the price might 
be after the rights issu^ it remains to be 
seen. If it turns out to be still less, even 
the Rs 40 premium for the rights issue 
may prove high, just as the Rs ISO 
premium had for the public issue. 

When that rate of premium was fix^ 
by IPCL for the public issue, it was 
without reference to the market price, as 
IPCL was then not listed on the stock 
exchanges. After the issue opened and the 
share was listed, it was quoted at once at 
a discount over the issue price. IPCL had 
then demanded spot trading in the share 
from the stock exchanges. But that had 
not helped secure a higher market rating. 

NEW INDIA bUOARb 

Rise in Production 

Profit before tax of New India Sugar 
Mills during the year ended June 30, IW2 
more than doubled from Rs 68 lakh to 
Rs 154 lakh. But of this Rs 130 lakh has 
gone as (ax while from the remaining 
surplus the dividend has been declared at 
Rs 3 per share; the same as in the previous 
year. The increased results with net sales 
improving from Rs 2,175 lakh to Rs 2,902 
lakh have been despite average sugar 
recovery working out lower as compared 
with the previous year in both the sugar 
factories ot the company at Hasanpur and 
Sidhwalia in Bihar. But while sugar 
recovery was lower in the Hasanpur fac¬ 
tory at 9.54 per cent (10.2 per cent the 
previous season), it was the second highest 
among all of sugar factories in Bihar. In 
the Sidhwalia factory, however, the averagie 
recovery was down by more than one 
percentage point from 9.26 per cent to 
8.24 per cent. The lower rccovei y was due 
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to the longer dumtion of the cradling 
tenon (234 days as against 176 days in the 
pfeviout year) and adverse climatic con¬ 
ditions, according to the directors. In 
Hasanpur, the crushing season lasted 197 
days as against 177 days previously, in 
both the factories, the quantity of cane 
crushed was more. In Hasanpur it was 
25.17 lakh quintals as against 22.05 quin¬ 
tals during the previous season and in 
Sidhwalia it was 23.56 lakh'quintals as 
against 18.85 lakh quintals. 

Sugar production amounted more to 
431,778 quintals against 3,95,730 quintals 
in the previous year with molasses recor¬ 
ding an increase from 1,64,590 quintals to 
232311 quintals. Quantity of sugar sold 
also was more at 4,15,490 quintals com¬ 
pared to 3,35353 quintals in the previous 
year, although molasses sale registered a 
drop from 1,90,567 quintals to 1,29,819 
quintals. Oosing stocks of both sugar and 
molasses were higher at 2,05,678 quintals 
and 1,67,870 quintals, respectively, against 
1,89,390 quintals and 75,478 quintals in 
the previous year. 

The factories paid a higher cane price 
of Rs 43.25 per quintal against Rs 41.50 
per quintal in the previous year. This was 
more compared to the statutory price 
fixed by the state government of Rs 32.12 
per quintal for the Hasanpur factory and 
Rs 29.36 per quintal for the Sidhwalia fac¬ 
tory, as against the rates of Rs 27.60 and 
Rs 24.35 respectively for the two factories 
for the previous season. The price of levy 
sugar for the factories of Rs 634.92 was 
fixed on the basis of the BICP report and 
was more as compared to the rate of 
Rs 570.32 which was decided for the 
1990-91 season. For the 1992-93 season, 
against the cane price fixed at Rs 27 per 
quintal linked to a base recovery of 8.5 per 
cent last year, the BICP has reportedly 
reconunended a higher price. Sugar pro¬ 
duction by both the factories during 
1992-93 season is likely to be more com¬ 
pared with 1991-92. 

VULCAN ENGINEERING 

Enhanced Design 
Capabilities 

Vulcan Engineering’s profits down the line 
have worked out higher for the year end¬ 
ed March 31, 1992 in the wake of much 
improved gross sales income of Rs 1,312 
lakh compared to Rs 710 lakh for the 
previous year, coupled with increase in 
other income from Rs IM lakh to Rs 231 
lakh. The figure comprises, in addition to 
the usual ‘other income' which amounted 
mote at Rs 41 lakh against Rs 39 lakh 
previously, engineering, software and ser¬ 
vice charges received were Rs 112 lakh 
against Rs 56 lakh, and net work-in- 
progress in respect of turnkey projects was 
less at Rs 78 lakh against Rs 103 lakh. In 
line with the improved working, the com¬ 
pany hat declared a higher dividend of 18 
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per ceilt ggainst IS per cent fw the 
previous year whidi covert a higher paid- 
up share capital of Rs 120 lakh against 
Rs 109 lakh following the conversion of 
debentures into equity on October 29, 
1991. As the dividend was declared pro 
rata on the equity issued against deben¬ 
tures on conversion, the pay-out has gone 
up by a modest Rs 5 lakh from Rs 16 lakh 
to Rs 21 lakh. Profits appropriated to 
general reserve, on the other hand, have 
increased by Rs 21.50 lakh at Rs 35 lakh. 
Reserves and surplus, moreover, include 
now Rs 36.50 lakh under share premium 
account following the premium realised 
on equity on conversion of debentures 
compared to Rs 28.50 lakh in the previous 
year. Debenture redemption reserve has 
amounted to Rs 6.% lakh against Rs S.20 
lakh in the previous year, while there is 
Rs 54 lakh under revaluation reserve 
against Rs 56 lakh in the previous year. 

The directors state in their report that 
the company has been managing available 
funds to optimum levels so as almost en¬ 
tirely to eliminate dependence on banks 
and other lending institutions and 
minimise interest charges. At the end of 
the year the company had nil short-term 
loans, long-term loans were reduced from 
Rs 54 lakh to Rs 34 lakh, and interest 
charges for the year amounted less by Rs 3 
lakh at Rs 9 lakh. And all this while 
operations progressed substantially. 

The major turnkey project at Durgapur 
steel plant involving drsign, rrumufacture; 
erection and commissioning of a 900 ton¬ 
nes per day lime calcination plant (the 
largest of its kind in India) for which an 
order was received from SAIL amounting 
to Rs 2,311 lakh was scheduled for com¬ 
pletion in December 1992. Among other 
orders executed was a prestigious one fqr 
design and supply of equipment for an 
automated continuous steel strip plant 
coating line (first of its type in India) for 
Shtee Ptecoated Steels. The company end¬ 
ed the year with orders of a value of 
Rs 4,650 lakh while it carried out itself 
substantial expansion and modernisation 
of its design and engineering capabilities 
enhancing these with computer design 
facilities. Having achieved a certain degree 
of expertise in computerised controls and 
automation for industrial processes, the 
company is ready to diversify and develop 
computer-related applications in the field 
of tele-communications. With its advanc¬ 
ed design and manufaauring facilities for 
the steel, chemicals, glass and other 
thermal process industries coupled with 
capabilities for import substitution and of 
export potential, the company sees its 
future prospects as very bright. 

An order worth Rs 286 lakh for export 
of a reheating furnace to Indonesia for a 
steel railing mill was successfully com¬ 
pleted during the year. An order for design 
and supply of equipment for an 
automated continuous steel strip galvanis¬ 
ing plant to Mexico, amounting to over 


Rs 200 lakh, is in advanced stage of ex¬ 
ecution with shipments started in July 
1992. Tire company was expecting to 
finalise a Rs 400 lakh export order for 
a 120 tonnes per day capacity ot lime kiln 
to Bhutan under )Atorld Bank credit. Ex¬ 
port of design and engineering services 
especially to developed countries is of 
priority consideration while having set up 
a full-fledged export division, the com¬ 
pany is planning to establish an export- 
oriented subsidiary abroad. Foreign ex¬ 
change earnings during the year through 
export of design and engineering services 
amounted to Rs 39.93 lakh while the 
outflow mainly on royalty and foreign 
travel expenses totalled Rs 13.46 lakh. 

At home the company received an order 
for design and supply of equipment for 
600 tonnes per day annealing lehr for 
manufacture of float glass. This is based 
on a new technology developed and tailor- 
made by Stein Heurtey, France, and is the 
first plant to be installed in India utilis¬ 
ing negligible amount of imports. Again, 
based on Stein Heurty technology, the 
company has received a Rs 1,150 lakh 
orders from Lloyds Steel for design and 
supply of a 150 tonnes per hour walking 
beam slab reheating furnace for comple¬ 
tion during the current year by manufac¬ 
ture almost entirely in India for the first 
time. This is a landmark achievement for 
the company. 

MODELLA WOOLLENS 

Starved of Finance 

That the once famous wool top com¬ 
pany, Modella Woollens, has gone sick is 
known. But what is worse is that even as 
a BIFR case it is not to be growing out 
of sickness. And this despite the scheme 
of rehabiliration sanctioned by the BIFR 
by its orders dated October 31, 1990 and 
April 15, 1991 having been accepted by 
Central Bank of India as the funding 
bank. Let alone funding which it did not 
provide by declining limited credit facili¬ 
ty during the year ended March 31, 1992, 
Central Bank did not issue the ‘no objec¬ 
tion certificate’ so as to enable the com¬ 
pany to obtain working capital from other 
banks. Fbllowing the BIFR’s sanctioning 
the sheme of rehabilitation, the company 
paid up the entire principal amount of Rs 
1.18 croie to its bankers and agreed to pay 
a sum of Rs 38 lakh as interest on tlw 
principal amount at 6 per cent simple in¬ 
terest. While it kept its part of its com¬ 
mitment, because of the attitude of the 
bank, it was starved of finance to operate 
the plant viably. And even as it did func¬ 
tion partially, the results were adverse. 
Significantly, there was some assets strip¬ 
ping as gross block declined from Rs 721 
lakh to Rs 702 lakh, while losses eroded 
reserves from Rs 225 lakh to Rs 204 lakh, 
whidi is the amount represented now by 
revaluation reserve. 
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3Auiation (per cent) 



Index Niunben of Wholenaie Prices 


Latest 

Over 

Over 

Over 





(198142 > 100) 

Weight 

Week 

Last 

Last 

March 






174-9? 

Month 

\bar 

1993 

1992-93 1991-92 

1990-91 

IM9-90 

All Commodities 

100.0 

233.8 

OA 

6.4 

0.6 

9.8 

13.7 

10.3 

7.5 

Primarv Articies 

Food Articles 

32.3 

17.4 

233.9 

272.0 

0.7 

1.0 

3.3 

5.4 

0.6 

LI 

7.3 

12.3 

18.1 

20.2 

13.0 

11.8 

2.2 

1.2 

Non-food Articles 

lO.I 

223.7 


-0.9 

-0.3 

-0.6 

18.0 

I7i) 

3.6 

Fuel, Power, Light and Lubricants 
Manufaciurnl F^ducis 

10.7 

24S.0 


14.8 


14.1 

13.2 

12.3 

3.6 

57.0 

231.6 

0,7 

6.7 

0.6 

10.5 

11.3 

8.4 

11.3 






Iteriation (per cent) 



Cost of Living Indices 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 







1992 

Month 

Vbar 

19921 

1991-92 1990-91 

1989-90 

1988-89 

Industrial Workers 1982 100 

242^ 

0.4 

5.7 

5.7 

13.5 

11.2 

6.5 

9.1 

Urban Non-Manual Employees 1984-8S 100 

205“ 


9.6 

6.8 

13.5 

11.0 

6.9 

8.2 

Agricultural Labourers July 60 to 

1,058* 

-0.8 

1.9 

I.l 

19.3 

7.5 

3.2 

11.4 

June 61 100 













Wriation (per txnt in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Fortnight 

Last 

Last March 31, 







(24-93) 

Month 

Vbar 

1993 

1992-93 1991-92 

1990-91 

1989-90 

Money Supply (M,) 

Rs crore 

3,70,956 

10,275 

47,973 

9,556 

46,316 

49,560 

34,486 

37,457 



(2.8) 

(14.9) 

(2.6) 

(14.7) 

(18.5) 

(14.« 

(19.4) 

Net Bank Credit to Government Sector 

Rs crore 

1,74,907 

733 

12,477 

339 

16,274 

24489 

23488 

20476 

Bank Credit to Commercial Sector 

Rs crore 

2,19,658 

3,386 

25.240 

4,204 

24,389 

24.173 

21,443 

23,822 

Net Foreign Exch Assets of Banking Scaor Rs crore 

24,155 

6,432 

4,634 

-1.527 

6,155 

10,098 

1,915 

-149 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,75,952 

9,592 

40,213 

8,803 

36,389 

38417 

25,583 

26,809 



(3.6) 

(17.1) 

(3.3) 

(15.8) 

(19.8) 

(15.3) 

(19.1) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,55^27 

3,081 

23,221 

4.173 

25,462 

9491 

14,848 

16,734 



Latest 

Week 

164-1993 

(3.4) 

(17.6) 

(2.8) 

(20.3) 

(8.0) 

(14.6) 

(19.8) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

21,052 

2.487 

6,661 

856 

5,385 

10423 

-1483 

-795 


US S mn 

6.761 

869 

1,157 

294 

746 

3483 

-1,137 

-854 

Index Numbers of Industrial 


Latest 








Production 

Weight 

Month 

Averages for* 

Variation (per cent) 


(1980-81 == 100) 


(Oct 92) 1992-93 1991-92 1991-92 I99()-9I 1989-90 1988-89 1987-88 I 

General Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

Manufacturing 

II.S 

2IS.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0 (2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.T 

7.9 

Elearicily 

114 

278.4 

261.7 (4.5) 230.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic Industries 

39.4 





3.8 

5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 





17.4 

22.4 

7.0 

15.9 

Intermediate Goods Industries 

20.S 





6.1 

4.3 

11.5 

4.8 

Consumer Goods Industries 

23.6 





10.4 

6.3 

4.2 

6.5 

Durable Goods 

2.6 





14.8 

1.7 

12.0 

7.8 

Non-Ourable Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign TVade 

Unit 

Latest 

Cumulative for* 







Month 










(Dec 92) 

1992-93 

1991 92 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Export 

Rs crore 

4.192 

37,329 

30.795 

43,978 

32.553 

27,681 

20432 

(29.1) 

15,674 






(3S.I) 

(17.6) 

(36.8) 

(25.9) 

Import 

Rs crore 

5,423 

47,430 

34,403 

47,813 

43.193 

35.416 

28,235 

22444 






(10.7) 

(22.0) 

(23.4) 

(26.9) 

-8.003 

(10.7) 

Balance of T'ade 

Exchange Rate 

Rs croie 

1,231 

-10,151 

-3,608 

- 3.835 

-10.640 

-7,735 

-6,570 


Employment Exchange Statistics 


Latest 

Cumulative for* 






Unit 

Month 










(Sep 92) 

1992 

1991 

1991 

1990 

iM9 

IMS 

1987 

Number of Applicants on Live Register 

Thousand 

37.171 

37,171 

36,098 

.36,300 

34,632 

32,776 

30,050 

30,247 

Number of R^istrations 

Thousand 

537 

4,188 

4.862 

6.238 

6,541 

6476 

5,963 

5465 

Number of Vsrancies Notified 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

Natiisnal Income 

Unit 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

Gross Domestic Product (current prices) 

Rs crore 



3,50,899 

2.94,765 

2,60,03 2.33.799 

24t,533 

1.86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2.2l.i68 

2,12,316 

1,88,009 

1,70,205 

1,63,271 

1.56,566 

1,50,433 

144485 



(4.2) 

(1.2) 





Per Capita Income (1980-81 prices) 

Rupees 

2,222 

2.174 

2,069 

1,902 

1,871 

1,844 

1413 

1,790 



(2.2) 

(-1.1) 





1 * Up to the latest month for the current year and (or corresponding period last yea 

r. Not available. 




Notes: (1) Superscript numeral denotes month to which ngurc relates, e g. superscript' indicates that the figure is for Jinugry and so on. I 

(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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COMMENTARY 


PANCHAYATI RAJ 

Karnataka^s New Step Backwards 

K S Krishnaawamy 


The enactment of the new Karnataka Pancha^ti Raj bill in 
replacement of the earlier Act of 1983 reveals not so much a 
commitment to progressive decentralisation as a unanimity among 
legislative members of all parties to strengthen their hold on 
panchayati raj institutions. 


M Y GHORPADE, the Karnataka 
minister for rural development and pan¬ 
chayati raj, has these days the air of a 
person who has fuiniled a mission. He has 
succeeded in replacing the KarnaUka Zilla 
Parishads. Ihluk Panchayat Samithis, 
Mandal Panchayats and Nyaya Pan- 
chayais Act of 1983 by a new Karnataka 
Panchayat Raj Act of 1993, as required 
under the Constitution (72nd Amend¬ 
ment) Bill 1991 which has now been 
ratitied by a sufficient number of state 
legislatures to become an effective Act. 
His efforts have, further, been symbolical¬ 
ly applauded the Congress Working 
Committee as a model for other states; 
and a special session of AiCC(l) is to be 
held at the end of May to discuss this 
further. No wonder Ghorpade i.s pleased 
as punch with what he honestly believes 
to be a major step forward towards decen¬ 
tralised government. 

Purely as a matter of political upman¬ 
ship, there b little doubt that Ghorpade 
and Moiley, the chief minister, have won 
this round. Since his short tenure at the 
same ministry under Veerendra Patii three 
years back, Ghorpade had been wanting 
to ‘improve* upon the late Abdul Nazir 
Sab’s original statute on decentralised 
governance in Karnataka. The local 
government structure created undei that 
statute was a remarkable experiment in 
devolving political and administrative 
authority to zilla parishads and mandal 
panchayats. Undoubtedly, there was plen¬ 
ty of room for further advance in that 
direction. But the 1^3 Act had a clarity 
of purpose, viz, “promoting the develop¬ 
ment of democratic institutions and secur¬ 
ing a greater measure of participation by 
the people in the said plans and in local 
and governmental affaird' (italics added). 
With this objective in view, its structure 
and details were built around three 
basic principles of democracy—(i) that 
sovereignty vests ultimately with the 
people who elect the ’govemmoit’, (ii) that 
those elected representatives who con¬ 
stitute the government of the day are ac¬ 
countable to the people, and (iii) that no 
outside functionary, eleaed or otherwise, 
has any authority in the area assigned 
under the Constitution or statutes in force 


to the “local government”. In the 1983 
Act, only some of the developmental func¬ 
tions had been devolved to zilla pari.shads 
and mandal panchayats; but the promise 
existed of a progressive transference of the 
full responsibility of governance—the 
legislative, executive and judicial functions 
as applicable to the aiea under then 
jurisdiction—to the panchayati raj 
institutions. 

But Ghorpade's new bill marks no ad¬ 
vance in any of these respects. Its purpose 
has in fact been quite different from the' 
very start; and that purpose consisted of 
ensuring proper control over the function¬ 
ing of zilla parishads and other panchayat 
raj institutions. Several of the new regula¬ 
tions in the bill are justified by him as 
necessary for preventing misuse and 
misappropriation of funds by individuals 
elected to office in these local bodies. 
In addition to tightening the control 
measures lor these purposes, the new bill 
converts the two-tier system of zilla 
parishads and mandal panchayats in the 
1983 Act into a three-tier set of panchayat 
raj institutions at the district, taluk and 
village levels as envisaged in the Constitu¬ 
tion (72nd Amendment) Act of this year. 
The area of operation of the local bodies 
remains limited as before to development 
schemes and programmes. Ail other 
governmental functions remain with the 
state government, which will now operate 
much more openly through its civil ser¬ 
vants as a monitoring authority. 

When more than two years ago, the late 
B Basavalingappa and Ghorpade as 
ministers in charge of panchayat raj in 
Veerendra Patil’s government decided to 
modify the 1983 Act drastically, they 
at least had thrown open the subject 
for general discussion. But this time 
Ghorpade held everything close to his 
chest and revealed the full measure of his 
‘reforms’ only at the stage of introducing 
the bill in the Karnataka legislative 
assembly at its last session. With its ab¬ 
solute majority in the assembly, the 
Congress government had no difficulty in 
securing the passage of the bill. But the 
Congress Party does not enjoy such con¬ 
trol of the legislative council, where the 
combined opposition could have defeated 


the amendment. When things appeared as 
if the bill would be voted down, the chief 
minister and his minister for panchayat raj 
got the leaders of the apposition to a 
special breakfast meeting at which a deal 
was struck, fhe deal was ihat if the op¬ 
position helped the ruling party and 
passed the amending bill now, the Con¬ 
gress I’arty assured that it would incor¬ 
porate later on any amendment to the new 
legislation which would strengthen 
the process of decentralisation. This 
as.surancc, according to the leader of the 
Janata Dal in the council who is also the 
leader of the opposition, had been given 
by the chief mini.sier in the presence of 
some of his othei colleagues and the 
leaders of other opposition parties! 

This entire episode reveals in essence 
not so much a commitment to progressive 
decentralLsation as a unanimity amongst 
legislative members of all parties to 
strength-n their hold on sub-state 
organisations. It is astonishing that the 
leaders of the Janata Dal in the two 
houses ot the Karnataka legislature have 
become a patty to the new bill on nothing 
moic than ‘an as.surancc* given by the 
chief miriistci and his colleagues at a 
private conclave over breakfast. If the 
government intended seriously to fulfil its 
assurance, such a private understanding 
should have been formalised by a full 
statement by the minister in the legislature, 
specifying the particular amendments to 
the new legislation which the government 
had undertaken to carry out after the 
pasMige of the bill. There is so far no press 
report of such a statement by the minister, 
let alone a press release by the ministry 
of rural development and panchayat raj 
to infoi .n the public A major adjustment 
in the poliiiral structure within the state 
is not just a matter Ibr the legislators to 
arrange as convenient to them; it is par 
excellence a matter for public discussion 
and electoral decision. By treating a 
matter of such vital importance to the 
people as something to be settled in a 
mutually advantageous manner over a cup 
of tea is worthy neither of the chief 
minister nor, especially, of the leader of 
the opposition. It is probably a good 
business-like way of doing things; but it 
certainly is not democracy. 

Equally worrying are the implications 
of the new bill. By enlarging the role of 
the panchayat at the taluk level, and by 
making the ML A from that constituency 
the chairman of that panchayat, it has 
destroyed one of the main purposes of the 
earlier Act—namely, to enable the local 
ek'.'torate to identify government with the 
zilla parishads and the mandal pan¬ 
chayats. .Similarly in the name of ensur¬ 
ing proper control over village pancluyats, 
b^ies at the taluk and district Imts 
have been assigned monitoring powers 
over village panchayats which often tend 
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to be exercised by civil servants in the 
name of the governments they serve. The 
chief secretary of the zilla parishad and 
the deputy commissioner arc now required 
to report directly to the state government. 
While in the case of the deputy commis¬ 
sioner this has always been the case, the 
liW3 Act had taken care to ensure (a) that 
the chief secretary was accounuble to the 
zilla parishad and (b) that he would be 
senior in rank to the deputy commis¬ 
sioner, so that it would be possible for him 
to obtain any reports he required directly 
from the deputy commissioner. 

The new bill changes all of this. By 
reinstating the MLA at the taluk level and 
giving him greater authority over village 
panchayats, the principle that village pan- 
chayats ate accountable to the local elec¬ 
torate and not anybody else is diluted if 
not totally lost. Secondly, enlarging the 
role of MLAs in local bodies at all levels. 
It reduces the importance of the zilla 
parishad ‘adhyakshas’ and other elected 
functionaries. By changing the status and 
responsibilities of the chief secretary, the 
new bill obscures the clarity that should 
exist between local government officers 
and state government officers. This has 
been a considerable problem since the 
start of the panchavat rat system in 1987; 
but instead of going further in the direc¬ 
tion originally indicated—namely, conver¬ 
ting after a period deputation of staff 
from state cadres to local authorities to 
increasing the scope for direct appoint¬ 
ment of their officers and other staff by 
local bodies—the present hill is retrograde 
With the passage of the new bill, a basic 
principle that is important in any federal 
structure, namely, that a person elected to 
the legislature of government at one tier 
cannot at the same time and on the basis 
of the same election be a full member of 
another elective body, is completely lost. 
The objective that the new bill fully 
achieves on the other hand is to restore 
completely the power and the patronage 
of the MLAs in their constituencies, 
which they have ail along felt is threatened 
by the gra^h of panchayat raj institutions. 
Chorpade and the leaders of the opposi¬ 
tion parties in the Karnataka legislature 
have thus achieved a common objective 
for themselves and their members; the new 
bill in no way diminishes tt^eir authority 
through decentralised government, not¬ 
withstanding whatever Ghorpade says or 
assures. 

Indeed it is highly questionable if the 
intent of the 72nd Amendment is really 
the creation of a decentralised polity in 
India. That amendment, which differs 
from the late Rajiv Gandhi’s infructuous 
64th Amendment only cosmetically, is 
mote likely to become an instrument of 
strengthening the power of the central 
ministries at the local level via the rules 
and regulations that apply to development 
activities. It is not accidental that in the 
1W3-94 budget, the largest increase in the 
transfer of resources from the centre to the 
state plans is under centrally-sponsored 
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scnemes. i ne arKumem usea oy inc cen¬ 
tre in defence of this is precisely the same 
that Ohorpade uses in the case of the local 
governments, that is to say, to i»event 
misuse and misappropriation by certain 
individuals at the state-level. When one 
puts all these together, it is not acciden¬ 
tal that the Congress >torking Committee 
should consido' the latest Karnataka bill 
as a model to be recommended to the 
other states. And it is symbolic that the 
full dress convention on this ‘march 
towards decentraiisatinn’ should be held 


at Ameim next monin. 

There is perhaps a vovert purpose 
alsa The Karnauka governmerit is under 
Suprme Court orders to hold panchayat 
rni elections before the end of June 1993, 
and nothing has so far been done to fulfil 
that obGgation. Apparently, the breakfast 
assurance of Moiley’s government has 
been given under duress: it badly needs 
a fig-leaf to avoid being hauled up for 
contempt of court when it appears before 
the Supreme Court next June Is the new 
bill, then, basically that fig-leaf? 


Coping with Floods in 
Himalayan Rivers 

B D IHiawan 


THE Centre for Science and Environment’s third Citizens’ Report 
on the state of India’s environment titled Floods, Flood Plains 
and Environmental Myths has sought to question the view, 
vigorously propagated by environmentalists, that afforestation of 
the Himalayas is the Sustainable solution to the problem of floods 
in the northern and eastern plains of the Indian subcontinent. 


INDIA is a country of such continental 
diversity that one can form contrary im¬ 
pressions or opinions about any of its 
major characteristics. When a periodic 
drought occurs, a feeling that nature has 
been too niggardly in the matter of water 
endowment comes to many of us. As news 
of flood havoc in years of excessive rain¬ 
fall pours in. we begin feeling a sense of 
tyranny of our water bounty. In between 
these fluctuating moods, we get occa¬ 
sionally baffled ^ the seemingly pgradox- 
ical phenomenon of simultaneous occur¬ 
rence of drought and flood in the same 
calendar year, sometimes in the same 
state! 

It is these extreme osdilations in natural 
phenomena that give rise to the pertinent 
question: why cannot the government 
undertake major water conservation 
measures, whereby surplus flood waters 
get effectively stored up, to be used later 
either in rainless months of the year, or 
carried over to subsequent years to cope 
with drought in the main monsoon 
season? Another related question is: why 
can’t we harness the huge surplus waters 
of our highly flood^prone eastern Indo- 
Gangetic plains, presently flowing to the 
Bay of Bengal, so as to relieve inter alia 
the great natural water scarcity in the 
drought-prone tracts of the western and 
southern parts of the country? Though 
these two questions have not bm square¬ 
ly answered in the third Citizens’ Report 
on the state of IntBa’s environment 
entitled hoods. Flood Plains and En¬ 
vironmental Myths,' released recently by 
the Centre for Science and Environment 
(CSEK New Odhi, yet one can conclude 
that the C^’s answers to these questions 
are primarily in the negative Fm; its cen¬ 


tral message for the nation is that tt must 
learn to cope with the periodic flood 
hazard. In point of fact, the authors are 
so overwhelmed by their stunning research 
Endings that they dedicate the report to 
the people who have learnt over the ages 
the art of living with floods. 

CSE’s Role 

Before elaborating the contents of this 
signal contribution to Indian research 
literature on floods, some observations 
about the CSE itself are necessary. First, 
the prefatory remarks of the series editors. 
Anil Agarwal and Sunita Narain, an- 
nourree the CSE’s decision to now 
transform j'tself from essentially a 
compiler;-cum-diffuser of ongoing trans¬ 
formations, on Indian environment to a 
policy reseatch body. 

It is possibly this change that has em¬ 
boldened the authors to live up to the im¬ 
age of a researcher, namely, to tell the 
truth as he discovers it through painsuk- 
ing research endeavours without fear of 
upsetting holders of contrary views, 
howevn* numerous they be. No wonder, 
this report has caused much dismay and 
disbelkf among those who have for long 
believed in the ‘sponge effect’ of forests 
in eradicating the flood menace ‘Dam the 
Himalaya with forest cover, not with 
engineering dams’ has indeed been one of 
the main slogans of those who are oppos¬ 
ed to the idea of big dams in the 
Himalayas, as also elsewhere in the coun¬ 
try as well as in the world as a whole Tb 
put it bluntly, the CSE has shown that en- 
vironmental^s and the Indian media sup¬ 
porting them have been propagating a 
sheer environmental nqrth whm they 
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pteao tor atioresiaiion oi me ntmaiayas 
as a luiHaitMble solution to the flood pro¬ 
blem of the vast plains in northern and. 
eastern Indian subcontinent. Little 
wonder, then, that the report has been col¬ 
dly received by environmentalist groups. 
Before long, a critique of the CSE volume 
too would emerge, in the process enrichi^ 
the literature in this area. This is an in¬ 
evitable paradigm of advancement in the 
research world. Therefore, the CSE ought 
to take the criticism, bitter or otherwise, 
in its stride.^ 

The second observation pertains to the 
CSE announcement gbom t m contents of 
its future reports on the nation’s environ¬ 
ment. "We now End that completed 
chapters go out of date even before we 
reach half the book. The result is an un¬ 
ending chase to document dianging events 
in an ambitious attempt fo produce a 
comprehensive report...Having gone 
through a difEcult experience over the last 
Eve years to produce the third report, 
chasing events which continue to move 
with considerable rapidity, we have now 
decided to publish the third report not as 
a comprehensive report but as a series of 
reports on speciEc issues^ The present one 
on floods is, therefore; the Erst of this new 
series. 

For an organisation to "move away 
from journalism into policy research’’ is 
a radical transformation, requiring in tl|e 
Erst place a sea change in the mindset. 
Among other things, it demands both pa- 
tience and perseverance in probing 
something akin to ‘art for art’s sake*. It 
requires a curb on the craving to publicise 
paradoxical discoveries, striking dis¬ 
crepancies in data base; gtaring contradic¬ 
tions. etc, so as to attract public attention. 
Furthermore, requirements of quality 
research poses the problem of creating an 
in-house expertise of specialists in diverse, 
disciplines. Without requisite Enancial 
support on a durable basis, not to men¬ 
tion still scarcer resource persons, the 
quality of research and the subsuntive 
content of the subsequent reports may be 
difEcult to ensure. Too much dependence 
on short-run project support from outside 
agencies and on outside experts has its 
own perils. 

It would appear that the CSE has large¬ 
ly opted for the latter course in bringii^ 
out the present research report. This is 
suggested by the numerous contributors 
listed at the place that carries the authors’ 
name;, IVventy-six names from the 
Gangetic-Brahmaputia basins are l^ted 
for the concrete inputs supplied by them. 
(“This report would not have been possi¬ 
ble without the support of....!*) Anil 
Agarwal and Ajit Chak did both the 
co-ordination and editing work, and the 
writing of the report has been done 
by Anil Agarwal, Neeraj Labh and 
V A Nambi with the help of additionid 
contributions from Muku) Sharma. Ajit 
Chak and Sangeeu Synghal. Tb make a 
senrible amalgam out of diverse contribu¬ 
tions is a hazankms task, more so in the 
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n»«arch world- To guard against the risks 
Of misperceptions, misplaced emphasis, or 
outright tnis-reporting (these risks arc 
unduly high while dealing with an im¬ 
mensely complex resource like water), the 
C’ST‘ might have held a sentinai to which 
select flood water experts (more so from 
the government bodies which figure 
adversely in the report) could l>e invited. 
The need for this kind of filtration of a 
compounded research document prior to 
its publication is all the greater because 
CSf-.'s reports tend to be lead widely and 
quoted avidly but uncritically, more so by 
those who happen to be outside the 
academic fiorials. 1 his poses the danger 
that sonic of its own weak/soft conclu¬ 
sions might become a source of new half- 
truths. it not outright myths, let mecon- 
cieiise this point with a pertinent example. 

On flood damages, the authors have 
assiduously compiled ycaiwise statistics 
for the period 1U53-87, giving the mean 
Value of damage per year plus the max¬ 
imum value for the worst year. Since they 
do not adjust for the persistent .price 
intlalion that occurred in this period- 
something that is so routinely done in 
applied economic research—the entire 
analysis gets distorted. Assuming that the 
Indian rupee depreciated to ten paise bet¬ 
ween the 50s and the 8(K, the extent of rise 
In the value of flood damage would be 
neatly four-fold, not forty-fold. Because 
ot this neglect of inflation factor, the com¬ 
pulation of the mean value of damage per 
year and the identification of the worst 
year of flostd damage become misleading 
exercises. Without price adjustment, it is 
open to queslKsn whether the incidence of 
flood damage is rising over time.' 

Di Kmi.siAiioM Nm nil I’robiim 

This illustrative criticism is ntit to 
detract from the central proposition of 
this report that is reprxxiuced below in the 
authors’ own cautious wording: 

floiSds ill till' plains below the vast 
Himalayan ranges may not be greatly 
exacerbated by delorestaiion. Floods arc, 
in liict, and will remain, an inherent 
feature of these plains whethet the 
Himalayaii inoumatns are well clad with 
a green cover or whether they are 
dcl'oie.sted and barren The Himalayan 
mountains cunsiiiute an extremely fragile 
ecological system. They arc the joonpesi 
mountains ol the wot Id and. therefore, 
highly erodibic. They art lashed by 
lainstorms of an intensity that probably 
no other mountain system faces They arc 
cxia-niely seismic, periodically witnessing 
some of the world’s worst oaiihquakes 
\kater and sill, therefore, iiuvc out oi 
these mountains m explosive vsaves 
Hoods and shifting ol river couises is. 
iheretorc, inevitable. 

Oeforesiatioii can aggrasaie the pro- 
Mem but afJt<rcMui!on icinnol net ml til 
II. Now this may not be true with oihct 
flood plains wnh dilfereni waiersheu 


characieriatics, hydrologisjl conditions, 
rainfall parameters amf other ecological 
characteristics. In fact, ihe'information 
presented in this report leads us to the 
inevitable conclusion that the societal 
susceplihility to the flood problem in Ihe 
Indo Cangeiic plains has increased more 
because of ihe enormous social and 
ecological changes that haw taken place 
in the flood plains than the changes that 
have taken place in the higher reaches of. 
Ihe Himalayan watersheds (p vi, emphasis 
added). 

So what has been amiss (a) with our 
earlier faith or belief in the role of forests 
in averting floods, and (b) in oUr ongo¬ 
ing planning of building multipurpose 
dams and network of embankments along 
rivers for containing the periodic floods? 
The authors provide cogent and convinc¬ 
ing arguments/evidence on Ihe futility of 
constructing river embankments and 
covering Himalayan slopes, with forest 
cover as protection against the ravages of 
Himalayan rivers. Ihe same, however, 
cannot be said categorically about their 
negative perceptions about the utility of 
big storage reservoirs in flood proofing 
task. Before dwelling on this debatable 
point, let us grasp the argument as to why 
the sponge el feet of the forests fails to 
work out fully in the case of Ihe 
Himalayan rivers. ‘ Since there is nothing 
new or novel ab<.iui the other argument 
about the ultimate futility of em¬ 
bankments in the case of rivers with large 
silt load and volatile fluctuations in day- 
to-day flows, this aspect needs no mote 
than a passing relerence in what follows. 

Though rainfall, in the ultimate 
analysis, is the soiitcc of water flows of 
a river, yet analytically it is useful to 
distinguish difierem components of such 
flows. One component is the ’base’ flow 
which i.s a sort of minimal How that is 
often seen in a river despite the absence 
of any curieni rainfall precipitation in the 
catchment area. This flow originates iVom 
some natural storage boihcs in the iivt-i 
catchment. Two sucli noteworthy storage 
bodies arc snow mountains and water held 
underneatli in the soils, including soft 
rocks and the cievices/ctacks ol hard 
rocks. .Snow melt and waici discharge 
from groundwaici table into a river are the 
two principal sources of the base How, 
which does vary depending inter aha upon 
solai activity and the height of ground- 
water table above tfie rivet bed Snow melt 
lends to peak during summer season 
prtcistTy when groundwater component 
of the base flow tends to be minimum. 

C'KIIIC At ) A< K)RS 

Occasional breaches' m natural lakes 
foi rned by landslides blocking Ihe course 
of a river m us upper reaches with high 
giadic'nis lead to additions to the base 
flow If such a bicach is in the natute of 
a dam buist. it can lead to flash floods 
in the upper reaches, But most common¬ 


ly iiooa in ine tower punns oi qnver oasm 
results from surface water runoff in the 
wake of a downpour. As this rainfall 
runoff gets superimposed on the base 
flow (about 15 to 20 per cent of the mean 
annual flow), the river swells in size, the 
extent of swelling depending on the 
volume and intensity of the runoff water 
which in turn depend on three distinct 
factors: (I) quantity, intensity and 
simultaneity of rainfall, (2) the slope or 
gradient of the land mass and the relative 
share of mountainous catchment, and 
(3) soil depth and soil cover, especially on 
the hillsides. 

Needless to say, these three factors (as 
also some las important factors not men¬ 
tioned here) have an interacting impact on 
the runoff. Thus a rainfall of high infen- 
sily (given the same slope of land and soil 
depth) would still generate laser runoff 
when the land is well covered with trees 
and grassa which blunt the force with 
whieh rain drops strike the ground, 
thereby facilitating its infiltraiion into the 
.soil. However, the depth of the soil and 
the porous space within it determine how 
much (infiltrated) water would gel stored 
up in the soil. Once this storage limit is 
reached, the subsequent rainfall must 
wholly runoff to the river channel down 
below, irrespective of the extent of the 
foiesi cover, from this point onwards, 
forests, bushes, grasses and other vegeta¬ 
tion no more impede the water runoff 
phenomcnen. Such flora, however, do 
continue to impede the other runoff 
phenomenon, namely, soil erosion from 
land surface, better known as sheet 
erosion which has to be distinguished 
from other kind of .soil erosion, such as 
hillsides toppling over in the shape of big 
land slips or landslides that block, 
partially or wholly, stream channels. 

It IS this thickness (and porosity) of the 
weathered soil on the mountainous slopes 
that fs.seniially determines how much of 
the rainfall will be stored up (‘dammed up' 
in Sundai Lai Bahuguna's terminology) 
in the upper, hilly catchments of a river 
basin. Thus the sponge effect of vegetative 
cover tends to diminish as one moves up 
a hillside because depth of soil diminisha 
from bottom valley to the hill top. Likfe- 
wisc, the sponge cfiect tends to be inverse¬ 
ly related to amount of rainfall, lit other 
words, afforestation or integrated water¬ 
shed management programme is likely to 
prove ceteris paribus much more elTective 
in conserving water in situ in low rather 
than high rainfall, hilly terrains.*' It i< this 
perception or cxperien«;e about rain¬ 
fall tracts tliat has probably sustained the 
widely-held view of forests functioning 
everywhere or universally as sponges for 
absorbing rainfall which would otherwise 
end up as floods in the valleys and Ihe 
plains down below. 

Ip passing, it may be pointed out that 
tiinoff of surface water can occur even 
belore the porous space Is fully saturated 
with inniiraied rain water. The likelihood 
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oif ittch « frfiendmenon is idl the more 
when Intensity of rainfail is high, that is 
to say, when rainfall drops come in intense 
succession in a short span of time. When 
this intensity is low, rainfall infiltration oc¬ 
curs in a smooth fashion. That is to say, 
infiltrated water, pulled by the force of 
earth’s gravity, hw enough time to travef 
inside the porous voids of the weather 
mantle of the earth. 

Not only the rainfall but also geologic 
conditions of the Himalayas are un 
favourable for effectively arresting, 
through afforestation, the soil as well as 
water erosion. TVue, the storage space for 
rain water here at places is often unusually 
large owing to much less compaction of 
soils having occurred in the Himala^s. 
Bur this looseness of soil militates against 
the stability of the hillsides once these get 
impregnated.with infiltrated water inside 
thdr bodies orlsowels. In the absence of 
solid, rocky wails to hold back such stored 
waters, two things happen. First, subsur¬ 
face runoff occurs in a big way, carrying 
with it both the infiltrated water and the 
loose soil. That is to say. we have a ca.se 
of leaky storage, the leaks becoming 
gushing miiddy subterranean channels 
owing to the force of earth’s gravity, 
ending up finally into surface streams at 
the valley floor.* Second, I he 
phenomenon of landslides and toppling 
of hillsides into surface streams is hasten¬ 
ed by the inner movements of silt/debris¬ 
laden water. So|he mote we promote rain¬ 
fall infiltration via vegetative covering of 
the hillsides, the greater the danger 
of landslides toppling, more so in a 
seismically active region like the 
Himalayas. 

The authors of the report underscore 
the surface hydrology, geology and 
hydrogeology of the Himalayas in order 
to bring home the following crucial point. 
“Landslides contribute more to soil loss 
in the Himalaya than surface erosion. 
Dvfosesution is often blamed for land¬ 
slides, but forests can only inhilHl shallow 
landslides. They have little effect on deep 
landslides” (p 40). When heavy rainfall 
over a two- or three-day period occurs, 
there is neither miough time for infiltra¬ 
tion of rain water into the soils nor is there 
enough soil depth in hills to store such 
Huge quantities of water even in geo¬ 
logically compacted mountains. Storing 
82 cm of raiKaorm of September 18,1980 
(as occurred, according to the report, in 
central Himabqn over a two-day duration 
with its centre at Nagina in Bi jnor district 
of Uttar Pradesh) requires 4 to S metres 
thick dry soil which is almost an im¬ 
possibility at the fag end of a monsooi 
season.* No wonder, such intensi 
rainstorms produce devastating swelling 
in liver flows. For instance, the three-day 
rainstorm of late September of 1924 in tlK 
western Himalayas (Simla-Kumaon hills) 
gave rise to the following consequences: 

The 'Kimuna catchment up to Ikjewala 

received Iwavy rains during the first two 


days. A peak discharge of 14,000 cumecs 
(about half lakh cusecs) passed down 
Tajewala headworks.oh September 28 and 
22 km upstream the Yamuna at Paonta 
rose by 13.1 m (about 45 feet) on the same 
day. Four days later, on October 2, the 
water level rose by 0.94 m above the 
danger level at Delhi railway bridge 
Hundreds of people and thousands of 
head of cattle were washed away in 
Dehradun. Saharanpur, Anibala and 
Karnal districts (p 33, bos ilc'm tilled 
'Rains of Terror’). 

Why Not STORAOfc Riservoirs? 

We might rightly ask at this stage: why 
not create man-made storage reservoirs to 
hold back the flood waters? This is indeed 
a sensible idea, which has been not well 
raplored in the rq>ort. There are techno- 
economic limits to this option.'** First, 
rivers cannot be dammed usefully' Once 
these have emerged from the hills onto the 
flat or deltaic plains. Ixrw height dams 
here do not create any worthwhile storage 
of flood waters in high rainfall basins. On 
ilic other hand, construction of high dams 
here would submerge very large tracts of 
valuable land with many human settle¬ 
ments. Roughly speaking, each hectare of 
land area benefited with irrigation from 
such stored waters would mean anothei 
productive hectare of land going under the 
reservoir, not to mention the large-scale 
uprooting of masses on these high densi¬ 
ty lands. It IS only in ihe hilly portion of 
a river basin that the ratio of submerged 
land to benefited land can be kept at 
tolerably low levels. fVpicaily, a big dam 
in India submerges land equal to 5 to 10 
per cent of the benefited land, whereas a 
small dam, like Ihe ones used in south 
India for tank irrigation, subme-ges area 
equal to IS to 20 per cent of Ihe land it 
benefits. 

Second, dam sites for erecting big dams 
are naturally rather scarce. Because of this 
scarcity dam engineers are tempted to 
build mega dams on a few dam sites iden¬ 
tified through survey and investigation 
work in a rivw basin. However, this temp¬ 
tation is greatly tempered by technical 
parameters (rock geology, hydrology, 
meteorology, soil characteristics, etc) on 
Ihe one band and socio-economic factors 
on the other, if a dam site can sustain a 
huge reservoir both technically and socio¬ 
economically, why not build one to have 
Ihe iqaaimum multipurpose benefits of 
flood control, hydel power generation, 
irrigation, water for industrial and 
municipal uses, etc? The Hoover dam on 
the mighty Colorado river in the US is a 
good example of such a mega reservoir 
that can store three times the normal or 
average annual flow of that river. This 
widely acclaimed feat of American 
engineering of (he 20th century" effec¬ 
tively stores up most of the above-normal 
flood waters, as do most other btg 
American dams which are designed with 
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storages far higher than the mean annual 
flows of their rivers.'^ Such dams truly 
‘kill’ a rivet in the words of Baba Amie, 
the seteran opponent of the big dam idea 
on the sacred Narmada river, that »ro say, 
these mega dams fully harness riser water 
resources for economic pro.spcnty, allow 
ing little loss of river water to the .seas. 

in contrust, few Indian re.servoirs are so 
designed. These are mostly designed on 
’75 per cent dependability' basi.s, whereby 
then Moiagc is inherently incaimble of im¬ 
pounding any above-normal inflows into 
them. Owing to thi.s, (heii managers are 
forced to let out such excess inflows 
through Ihe dam spillway system, only to 
be berated in public fora for aggravating 
the Hood problem instead of controlling 
it. The authors of tiie study under review 
too harbour such misgivings, writing as 
they do m bold letters on Ihe billboard 
page preceding each diaptcr the rategorical 
.sentence that "dams have become an im¬ 
portant cause of flood-s" (page before 
chapter I)." In what follows the 
Damodar Valley (DVC) case is taken up 
for an instructive.analysis of why dam,s 
can Occasionally aggravate the flood 
menace in the Indian conditions. 

DVC K\i»i kii Nc L 

The DVC piojeci, consisting of a few 
big dams and a strong component of soil 
and water conservation programme in the 
upper erodible reaches of the Damodar 
liver basin, is patterned after the famed, 
multipurpose Tennessee Valley project 
(TVA) of the US. with flood control as 
one express objective, to achieve which a 
part of the storage behind dams is 
exclusively earmarked for flood water 
storage. With such an allocation of 
storage capacity, the conflict between 
economic uses (irrigation, power genera¬ 
tion and navigation) and flood control 
gets eliminated Hut unfortunately the 
DVC management has not been allowed 
to use this earmarked storage. Why? 
Because the stale administrations of th's 
intcr-staic project have been unsuccessful 
in tully completing the task of shifting 
many of the dam oustees from the reser¬ 
voir areas. I hesc unshifted oustee villages, 
located at higher elevation in the catch¬ 
ment are.i. would be submerged in the 
reservoirs if tlie re.scrvoirs are filled up to 
the full dam heights. As a result, excess 
inflows in years of exceptional rainfaH (in 
amount as well as time of the year) have 
perforce to be let out, though these can 
be impounded provided the DVC maifage- 
ment is enabled to utilise the hitherto 
itiiuiihsed flood storage capacity of its 
system. rhi.s brings us to the pertinent 
questiotl as to why the .state administra¬ 
tions, under the aegis of the state politi¬ 
cians, fail to carry out the eviction task 
as per (he original project plans. Thus we 
come face to face with the socio-economic 
factors that have a great bearing on the 
decision about (he size of a big dam to 
be built on a given dam site. 
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When poputaiion density is low, land 
(including Forest land) resource is plentiful 
in relation to population resource. In such 
favourable resource endowment, cosi.s on 
account of land submergence and the 
resultant dislocation of human popula¬ 
tions by big reservoirs tend to be low. For 
instance, in the US some reservoir sites 
were totally bereft of human settlements, 
as in the case of the Hoover dam. the 
highest darn in the world (till the construc¬ 
tion of Naurek dam in the former Soviet 
Union), in other sites, the unfortunate 
dislocated people criuld be easily relocated 
on a land-for-iand basis and that too very 
near their original places of habitation. 
It IS thus not surprising that mega dams, 
with storages capable of imisounding even 
exceptionally high inilows, are (he order 
of the day in (he US. 

Bur these circumstances do not prevail 
in densely populated nations like India 
where the numticr of dam-disrupted per¬ 
sons is usually sizeable and convenient 
alternative locations for their rehabilita¬ 
tion practically iion-exi$(ent. As a result, 
these pcr.sons are very adversely affected 
by the development of dam-based irriga- 
tion/power projects. Hence one en¬ 
counters widespread opposition to the 
proposed big dams on mighty rivers (ike 
the Ganga and the Narmada. In a way, 
this opposition brings poignantly home 
the meaning of the great rider on cost- 
beneni analysis, namely, whose costs and 
whose benefits? 

l-x'onomic theory offers no satisfactory 
solution to this intractable problem; 
economists here offer mere sops in the 
form of financial compensation to the 
dam oustees. As the ability to handle 
finance of the low-educated pueptc living 
in great isolation from (he mainstream is 
fragile, they are, by and large, unable to 
restart life once they are uprooted from 
their oiiginal environs.''* This is one in¬ 
human face of the development process 
that has sjismayed many a sensitive soul. 

In an engineer’s calculus of the height 
of a dam, the benefits of.a multipurpose 
dam ceteris paribus increase much fa.slci 
than the proportionate rise in the dam 
height almost m an accelerated manner 
(i e. (he relationship is non-linear, pro¬ 
bably quadratic).*' But so is the relation¬ 
ship between land subme:gence/numbet 
of affected persons and the dam height. 
Thus, the more the multifarious benefits 
we attempt to confer on villages and 
towns on the downstream side of a dam. 
the higher become the cost.s of sub- 
mcigcnce and dislocation on the upstream 
side of the dam. It is a well known 
gcogiaphical fact (hat the density of 
population, when .'ilready high, tends to 
rise as one moves away from the flood 
zone ol a river basin. This crucial factor 
militates strongly against Indian dainr 
builders desire to emulate their American 
counterparts in building mega reservoirs, 
each with a storage capacity well above the 
annual flow in a river. The DVC failure 

lit thp in it« 


dams is to be understood in this aforesaid 
social milieu of the country 

Dams and Floods 

Let us return to the issue of dams being 
a cause also of floods. As a multipurpose 
dam comes up on a river in a given region 
an impression goes round that floods 
would become a thing of the past on 
downstream side of that dam. The impres¬ 
sion is fostered both by the engineering 
Iraternity and the regional politicians, 
irrespective of whether flood control is a 
specific objective in building the dam. 
This encourages land-hungry populations 
to begin settling down in the flood zone 
area of a river basin. 

hven when there is no express provision 
for storing flood waters in the reservoir, 
the extent of which a part of the flood 
waters originating on the upstream side 
of the dam are held back in the reservoir 
for irrigation and hydel generation, it 
reduces the flows to the downstream 
plains, thereby reducing the area of flood 
/.one. But people moving into the Rood 
zone for settling down permanently have 
no idea where exactly the new boundary 
of the diminished flood zone lies. The 
resource-poor among them, and more so 
those who are already eking out a 
precarious living out of (he khadar lands 
of a river, tend to overspill, knowingly or 
unknowingly, into the newly defined (but 
undelincated by any government agency) 
flood zone area. These people suffer not 
only in (he event of even a normal flood 
in (he river, but most devasutingly (in life, 
cattle, standing crops, assets, etc) from an 
exceptional flood. The situation is best 
summed up by the proverbial saying: deed 
has in it the seed of destruction. The par¬ 
tial security against floods afforded by a 
dam becomes a means of destruction for 
the unwary. 

This spillover or encroachment into the 
Hood zone of rivers, especially in the 
Gangetic plains, has been occurring ever 
since the density of population has been 
rising inexorably. It is this population- 
pressure-related encroachment of the 
flood zones that is the root cau.se of rising 
flood-related losses (even when nominal 
values are adjusted for price inflation) in 
India.'" Disaster management experts in 
general and Indian geographers in par¬ 
ticular have been urgii^ (he centre in vain, 
time and again, to enact flood zoning 
laws. Can governments meaningfully en¬ 
force tsuch laws in the face of a buigeon- 
ing popuialioq for which opportunities 
for gainful absorption are lacking in both 
agricultural and non-agricuitumi occupa¬ 
tions outside the flood zones? 

Because of our socio-economic com¬ 
pulsions we cannot build mega dams that 
can truly hold back both the eioeptionaliy 
high water inflows and vast quantities of 
silt and debris following the occurrence 
of intense rainstorms at the fag end of the 
monsoon season. With extra storage for 
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muhipurpose mega dams i^ovide not 
surer and greater economic benefits but 
also provide these on a far more sus¬ 
tainable basis. We have perforce to do 
without such mega dams. As a matter of 
fact, we actually need to scale down a bit 
the heights of our planned dams, so as to 
keep the serious problem of dam oustees 
within manageable limits. Such scaM- 
down dams would still remain l»g dams 
but with substantially reduced economic 
benefits and flood prevention rote; Even 
so, these could help in combating the 
flood menace to some extent. In point of 
fact, the administrative back-up needed 
for the recommended CSE option of liv¬ 
ing with the floods in the Himalayan river 
phiins would be much more exacting 
without (a) some big dams, (b) selected 
afforestation programmes, (c) massive 
integrated watershed progitunmes and 
(d) selective embankment and river train¬ 
ing investments. Without the component 
(a), living with floods would be horrid. 
Therefore, we need to look afresh at the 
CSE-ruled out option of big dams in the 
Himalayas, without over-reacting to the 
reismic hazard posed by such-dams. 


Notes 

1 It is available, both in paper back (Rs ISO) 
and hard bound (Rs 350), from the CS£. 

2 A telephonic conversation with Anil 
Agarwal on April 22, 1992 (after he had 
beers sent the first draft of this paper 
three weeks earlier) revealed that he mas 
quite exercised over Ihe criticism of the 
report, more so from 3bndana Shiva and 
N O Jayal. I have seen only (he review by 
Jayal in India Today, and did pot appredaie 
his high-minded advice that such reports 
would weaken (he environmental move¬ 
ment. Jayal’s own body, INTACH, has not 
always advanced the cause of truth, its own 
two anti-big dam studies, under the author¬ 
ship of Vijay ftiranjpye, are full of half- 
truths, not to mention their weak andyticai 
content on economic prams. For more 
details, see my reviews of these lEPW, 
August 31,1991 and Journal of Ike Indian 
School of Mitkal Economy, Ved 4, No I, 
Januaiy-March. 1992). 

3 This illustration be better taken, at a 
response to editors’ solkibition that ‘Vom- 
■nents, as before, would always be wdcomif. 

4 The exposition from now onwards is based 
on Ihe reviewer's own undeisiaiiding, now 
and then reinforced with data ftom the CSE 
report. 

5 These breaches usually occur at the poim 
or conriuenceof twotribuiaricsofasueaiii. 
At this poim the process of sedimentation 
gathers strength braauseof shnadown in the 
pace of the smaller of the two uib>iiary. 

6 By ‘in situ’ conservmion the connoiatioo is 
that water is stored near about (h« place 
where rain drop; fall on the ground, Wttcr 
conservation, however, has a broadtf usage 
that includes water harvesting' (in ftutn 
ponds or in large raciaUk comainenk-aod 
construciionof percolation tanks, hriaaikin 
tanks, diversion works, major lesovoin, eic. 

7 The speed ot this infUtraMd water u verV 
low, more sc in sticky or daycy soils 

8 Those who have visited the famed 
Sukhomairi watershed near Cha n d i ga r h 
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might have observed land subsidenee near 
the edgK of the watenhed. S<ich subsidence 
ii due to heavy stni erosion underneath the 
iand, where subsurface water channeis 
remove a great deal of soil too. 

9 The monsoon normally ends by the mid¬ 
dle of September. It was such a posi- 
monsoon storm in the Bhakra catchment 
that created havoc in 1988 in part of the 
Punjab pliuns falling in the Sutlej basin. For 
more details, sec p 12 of the report. 

10 The expository write up from this point 
onwards is once again this reviewer's 
handiwork. 

11 For an excellent, highly readable account, 
see Joseph E Stevens’ Hoover Dam: An 
American Adventure (University of 
Oklahoma Press, Norman and London, 
1988). 

12 For half a dozen dams each in the US and 
India, Z Hasan gave ratios of storage to 
mean annual inflow, while presenting his 
paper on Surface Water (jointly with 
R S Prasad and O K Rao) at the Third Na¬ 
tional Water Convention at Nagpur, 
February 5 and 6, 1992. 

13 Later in the chapter they conclude on a less 
unacceptable note when they state that “the 
Indian experience, therefore, shows that 
dams are only a mixed blessing as far as 
flood control is concerned" (p 13). No less 
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imerestingly they cite instance of dam burst 
for all categories of dams: the big dam at 
Mutha (Maharashtra), the medium dam at 
Morvi (Gujarat) and a small dam at 
Gopinatham (Karnataka). 

14 Sometimes, tribal forest dwellers among the 
uptomed people in India have been resettled 
in other forested tracts so as to minimise 
for them the hardship of restarting life in 
dissimilar environs. Since the forest cover 
of the nation too is already below the need¬ 
ed level, the option of relocating tribal 
populations in suitable habitate has become 
very problematic. 

15 Some of the Narmada Bachao Andolan ac¬ 
tivities are lately veering round to the view 
that heights of Narmada dams can be 
reduced, a point also commended by this 
reviewer to water planners for the last two 
years. But they are incorrect when they 
assert that lowering of the Navgam dam 

15 per cent, from 455 to 388 feet, would not 
materially affect Gujarat's irrigation 
benefits from this dam. 

16 Reported statistics on the value of economic 
losses from natural disasters need to be 
taken with a pinch of salt because stales 
have been increasingly inflating such losses, 
so as to get more central assistance which 
has become now an important source for 
meeting the budget dericit.s. 


Statutory (tre^mptions. Despite these and 
other litnitatioas, some of which have 
been corrected by appropriate modifica¬ 
tions, the exercise may be useful in 
understanding the profitability of bran¬ 
ches in rural areas as compared to those 
in other areas. 

As the figures of working funds of 
branches at urban/metiopolitan centres 
are somewhat intlated by large insiitu- 


TsBII-2. RmI OI lNIIM,StONAOVAN<rsAND 

Ui.i>osns 

i/Vr Cent per annum) 


Population 

Group 

.AdvaiiLCS 

Rate 

Deposit 

Rate 

Margin 

Rural 

12 77 

7.38 

5.T9 

Semi-urban 

Ii 74 

7 63 

4.10 

Urban 

11.90 

8.26 

3.64 

Metro 

12.35 

5 72 

6.62 

Total 

12.21 

7.16 

5.05 

Tabif 3: 

iNit'KE.ST Spread (II Branches 
(Per Cent) 


Interest 

Interest 

Spread 


Revenue 

Cost 

(3) 


Ratio* 

(1) 

Ratio 

(2) 

(1-2) 

Rural 

12.59 

8.19 

4.40 

Semi-urban 

10.92 

7 75 

3.)7 

Urban 

11.06 

7.75 

3.30 

Metro 

9.60 

6.18 

3.41 

'Total 

10.77 

7.26 

3 51 


Myth of Non-Viability of 
Rural Branches 


* Ratios have been worked out in relation to 


Analyst 


average working funds. 


Tabi.i 4; BiiRDiN-Eim-tENCY Ratio 


Dissection of the profitability of the branches of a nationalised 
bank shows that there is nothing inherently non-viabie about 
banking in rural areas. The much-talked-about losses of banks’ 
rural branches, when they do actually occur, are to be attributed 
to the incompetence of individual banks’ managements. 


UNE frequently hears mat rural branches 
of bank$, with tow volumes of deposits 
and advances, and the latter at low interest 
rates to priority sectors, are financially 
non-viable and eat into the profits made 
by branches at other centres. Therefore, 
to improve the profitability of commer¬ 
cial banks it is often suggested that rural 
branches should be delinked from com¬ 
mercial banks either by forming sub¬ 
sidiaries or by creating a separate All- 
India Rural Bank. Against this back¬ 
ground, it is useful to analyse Ihe pro- 
fitabiliiy of the branches of a nationalised 
bank grouped according lo the population 


the potential profitability of rural bran¬ 
ches if properly managed. 

The basic data for the accounting year 
1991-92 were taken fiom the annual 
balance sheet and profit and loss state¬ 
ment of the branches. As the branch data 
include inter branch transactions, the sum 
of the working funds of branches exceed¬ 
ed that of the bank as a whole by 11 per 
cent. Similarly, the sum of the gross pro¬ 
fit made by branches exceeded that of the 
bank as a whole because transfer pay¬ 
ments to branches exceeded the income of 
head office from deployment of funds in 


Population 

Group 

Non-Interest 
Cost Revenue 

Ratio Ratio 

BL Ratio 

Rural 

2.19 

0.35 

1.84 

Semi-urban 

1.76 

0.76 

I.OI 

Urban 

1,85 

0.87 

0.98 

Metro 

1.24 

0.65 

0.59 

Total 

1.67 

0.68 

0.99 


TabieS: Au;usied Hroiitabii itv Raiiosoi 
BKANCHE.S 

r/^r Cent) 



Interest 

Spread 

'D 

Burden 

(2) 

Profit¬ 

ability 

(3) 

(I - 2) 

Rural 

4.40 

1.84 

2.56 

Semi-urban 

3.17 

1.01 

2.16 

Urban 

3.30 

0.98 

2.32 

Metro 

3.41 

0.59 

2.82 

Total 

3.51 

0.99 

2.52 


of centres served. 


Tabu I: Ptwii At k>n Gkoup-Wise Distribui kin oi- I^'orkino Funds. PROf its and pROFtTASiLi- 


The bank in question had over 2,000 
branches of which 56.5 per cent were in 
rural areas covering both agriculturally 
developed and backward states. The per 
branch deposits and advances of the bwk 
in rural areas vvere higher than those of 
all public sector banks, by 20 per cent and 
25 per cent respectively. This bank may 
not be representative of the banking in¬ 
dustry, but hs experience throws light on 


rt Ratios 


(Per Cent) 


Population Group 

Branch 

Profits 

Working Funds 

Profit to Working Funds 

Year>End 

Average 

war-End 

Average 

Rural 

a).o 

17.0 

17.3 

2.68 

2.84 

Semi-urban 

18.9 

18.5 

18.9* 

2.33 

2.45 

Urban 

23.0 

26.4 

27.6 

1.99 

2.04 

Metropolitan 

38.0 

38.1 

36.2 

2.27 

2.57 


100.0 

100.0 

100.0 

2.27 

2.45 
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lional deposits at itie year-end. we have 
also woiked out the ratio with lefercnec 
to the average of working funds as at the 
end of March IV9I and March i‘>92 tor 
each population group, lahic I gives the 
share ol each population group in the 
total working funds and hranch profits 
and also the ratio ol proln to woiking 
funds, both year end and uveiage. The 
table shows that rural branches are the 
most prontable. whether profitability is 
worked otii with reference to yeai-end 
working funds or average of Iwo-yeai 
figures. The avetage figures sub.stanliatly 
improved the (irofilability ratio of metio 
branche.s, making them second only to 
ruial branches. Despite this correction, 
some distoitions remain to be corrected 
to get a true picture. 

Two major sectors contiibuinig to the 
interest earnings and expenses arc transac¬ 
tions with customeis and transactions 
with head office, fntercst- chaigeu on 
advances and paid on deposits constitute 
trustomcr-related interest and is shown in 
Table 2. While inletprcling ihi.s table it 
may be kept in mind tliat interest reccivt*d/' 
paid is for business ifiroughout the year 
while ITgnies foi advanccs/deposit.' are as 
on last day of llte yeai 1991-92. Since last- 
day figures are noimally inflated, the rates 
of iniere.st worked out by us uie likely to 
be somewhat lowci than the actual and 
especially so in urban and metro areas 
where the quantum I'f seat -end spurt in 
both deposits and advances is substantial. 
It may al.so be (xsinted out hen' that urban 
and metro branches may be having a 
higher proportion of non pcriorming ad¬ 
vances and to this extent the interest 
received would be piojjorttonaicly low. 

As per Table 2, ruial blanches earned 
|he highest interest rate on advances tl2.77 
per cent) wjth metro branches coining 
next (12..T5 per cent), followed by urban 
and semi-urban bianches One would 
expert return on ad-aoces to be tbe 
highest in metro ceniies .md lowest in 
rural branches. It seems that relatively low 
year-end figures and low non-performing 
advances in rural aicas arc the main 
causes of the above paifein of spiead. 

Metro branches hiid the lowest inteiest 
cost of deposits, as a tesnlt of which they 
had the highest spread (itia-gin) between 
the interest rates on advances and on 
deposits. Urban branches had the lowest 
spread between the two rales mainly due 
lo the inordinaiely high cost of deposits. 

Interest payments tiorii/io head office 
4HO) are the other inaior .source ol 
Hicome/cxpenditure of bianches. In this 
area, there is an imporiaiil distortion 
lelated to interest income/cxpendiiute. 
The interest rate allowed on balances kept 
with HO by branches in rural/semi-urban 
areas was higher by one percentage point 
as compared to the rate allowed to urban/ 
•nctro branches. .Siindaily, the interest 
Chaiged on boirowiiig of nrban/meiro 
lynches was higher by one percentage 
point (for six months only) as compared 


to the rural/semi-urban branches To 
eliminate this disioriion\ interest income 
and expenditure relating to transactions 
with HO were reworked on uniform in¬ 
terest rate for all branches. This income 
was added to interest income from ad¬ 
vances to get the comparative total interest 
income ol branches. Similarly, interest 
costs were worked out on uniform interest 
rate basis for borrowings from HO. The 
revi.sed interest cost and interest income 
of branches grouped according to.popula 
lion of centres arc given in Tithie 3. 

Table 3 shows that the .interest margin 
is the highest at 4.40 per cent for rural 
branches, followed by metro.branches 
with 3.41 per cent. The spread was tbe 
lowc.st for scini-urban branches. 

Profitability is also affected by non¬ 
interest income from commission, 
exchange, etc, and non-iniere.st expenses 
like staff costs, premises cosi.s, etc. The 
difference between the non-tnieiest cost 
and the non-interest revenue is called 
'burden* since the non-interest cost always 
turns out to be higher than its revenue 
countei-part. Burden as percentage of 
working funds is referred to as ‘burden 


efficiency ratio’. The di^rence between 
the interest spread and the burden giv^ 
profii and, similarly, the difference bet¬ 
ween the spread ratio and the burden- 
efficiency ratio shows the profitability of 
the unit. Table 4 gives details of burden 
for different population groups. 

Table 5 shows that, after making ad¬ 
justments for the major distortions, the 
profit ratio of rural branches at 2.S6 per 
cent was below that of metro branches but 
was above that of semi-urban apd urban 
branches as well as the entire branch net¬ 
work of the bank. This shows that in 
terms of profitability, the rural branches 
are not a liability to the bank. The oft- 
repeated theme of non-viability of rural 
^ranches is thus not an industry-level issue 
but one at the level of the units ii^the 
banking industry. Just as mismanagement 
is the major cause of industrial sickness, 
inadequate management competence in 
individual banks is a major cause of the 
fion-viability of rural blanches of many 
public sector banks. In all possibility, in 
banks with low profitability of rural bran¬ 
ches, the situation may not be different 
for branches in other population groups 
also. 
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Subsidies, Patents and Market 
Access in Dunkel Dttvft 

Rajaram Dasgupta 

While the fiscal measures recommended in the Dunkel Draft seem 
to give Indian agriculture a boost in the international market by 
forcing the developed countries to reduce the subsidy level, the 
proposals on intellectual property rights will make production 
costlier because of royalty payment to multinationals for 
genetically engineered se^s and bio-substitutes, thus taking away 
the advantage given by fiscal measures. 

THE recommendations of the Dunkel least in the case of fertiliser use, which is 

draft (DD) which influence agricultural the most important input today for in¬ 
economy can be broadly divided into two creasing productivity (4). This only im- 

groups: fiscal and trading measures and plies an increase in the cost of production 

intellectual properly rights (IPRs). of agricultural output, specially food 

The fiscal trading measures in DD in- items, and hence increase in the price of 

elude; (i) Reduction of agricultural sub- these items. As food is the most impor- 

sidy, (ii) Conversion of all barriers on tant item of wage basket in a developing 

agricultural imports into tariffs (lariffica- country like India, this increases wages 

lion), (iii) Guaranteed minimum access and reduces profits of all the sectors. Also, 

for farm imports of between 3 and 5 t>er the increase in foodgrains’ prices gives a 

cent of consumption, (iv) Reduction of boost to inflation. And most importantly, 

public distribution system tPDS) activity, food is considered as a different class of 

and subsidised food only to those eligi- item. It is a basic need for both the rich 

bic on the basis of clearly defined criteria and the poor. This is why even developed 

related to nutritional objectives, (v) Phas- countries with a very small agricultural 

ing out multi fibre agreement (MFA) component in tneir national income try 

which allows developed countries to im- to protect the interests of farmers by pro¬ 
pose disci iminatory restrictions on textile viding subsidies in different forms so that 

imports incon.sislent with G/TT rules aijequate marketable surplus is generated 

within 10 years, (vi) Removal of itade and the nun-agricultural population need 

restrictive and dfstorting investment not pay high price This is the reason why 

measures and extension of “equal national these propos^ fiscal measures have been 

treatment” to multinationals (MNCs) opposed by developed countries. While 

within 5 years, and (vii) Treatment of I ranee opposes the subsidy clause, Japan, 

foreign service enterprise on equal South Korea, Switmland, Norway, 

national footing with domestic service Canada and Israel, etc, have been oppos- 

enterprises (1). ing tariffication 1!|. 

The list of intellectual'property rights Aggregate measure of subsidy (AMS) 
incorporate the following; (i) Patents has been considered as an index of sub- 

available for any invention whether pro- sidy in the DD. AMS has been recom- 

ductsor process, (ii) Patent right enjoyable mended to be brought down to 13.3 per 
without discrimination as to the place of cent by 2003 15). According to Gulati and 


Sharma, producer subsidy equivalent 
(PSE) can be taken as a proxy for AMS 
1 * 1 . 

total iratisfcr to agricultural sector 
value of agricultural products 
QtP, P.xX>+D+l 
Q y P^ I D 

Where 

G .. Agricultural production 
Pj Domestic price of agricultural 
products 

P^ - liiiernaiioiiul price of agricultural 
products 

Hxctiaiige rate for domestic 
currency 

D - Direct tiansler by government to 
agricultural sector 

I - Indirect subsidy to agricultural 
sect 01 . 

According to iheir calculation PSE for 
India is negative and as high as 72.5 for 
Japan (Table I). This gives an impression 
that if DD is accepted. Indian agricultural 
products will become competitive in the 
world maikct and hence agriculture will 
be a foreign exchange earner for in¬ 
dustrialisation. The agriculiuial sector 
thus is supposed lo play a v ital role in the 
development process in India. 

This is, howevci, not a.s simple as it 
appears, f irstly, India is not a country 
sell-sufficient in lood if the total nutri¬ 
tional requirement is to be met. If India 
does not regularly import foodgrains, it 
is only because of the lack of purchasing 
power. More than 30 per cent of the 
population lives hclow the poverty line 
and because of their meagre incomc-do 
not demand even the minimum iood. 
India in true sense does not have expor¬ 
table surplus ill foodgrains at piesem. In. 
the international context, India constitmes 
17 per cent of the world population and 
accounts for only about 12 per cent of 
total cereals and puUcs production 
(Table 2). On the other hand, the US while 
constituting about S per cent of total 
population accounts for 13 per cent of 
foodgrains production. What Table 2 sug¬ 
gests is that exportable surplus in 


invention, the field of technology, and 
whether products are imported or locally 
produced, (iii) Life of patents lo be 20 
years, (iv) In case of violation burden of 
proof lies on the accused, (v) Patents for 
plant varieties, (vi) Patents for living 
organisms, and (vii) Deletion of the pro¬ 
vision for compulsory licensing, where a 
patent-holder does not want to manufac¬ 
ture an item in a country, and treatment 
of import at par with domestic manufac¬ 
ture for purposes of definition of the 
working of a patent (2,3]. 

The diminishing returns in agriculture 
has been well accepted in theory and has 
been empirically found to be correct at 


I MU I I: Pmoihx IK SiiHsim Eoiuvai i m IPSL), Pi k Ci ni 


PST<0 


0<9>SE<I0 


25<(*St<40 


Columbia 

54-.S 

Turkey 

2.J 

US 

26.2 

Argciilina 


S Africa 

8.3 

C anada 

33.5/- 

China 

.14.2 



bC-IO 

37,0 

l‘'akisian 

21.8 





India 

2..1 





0<l»Sfc<25 


PSI;>40 




Australia 

10.1 

Yugoslavia 

41.0 



New Zealand 

19.2 

Mevkx) 

43.3 



Brazil 

21.5 

South Korea 

60.7 



USSR 

2S.0 

Japan 

72.5 




Soune. Culaii and .Sliarma (1992). 
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foodgniins ties genenlly with developed 
rauntries onl)L And it can be tafeiy 
■ssumed that these countries are not 
exporting at the cost of domestic 
consumption. 


if we now look at the trade patttm of 
agricultural products (food, beveiages and 
tobacco), the US, Canada, and other 
Asian countries appear to be net 
exporters. In the case of India, tea is a 


major export item. Recently tuptrior rice 
and horticuliuial products idiHig wiili 
animal products are gaining importance 
India seems to have comparative geo> 
graphical advantage in trading with hei 
neighbouring countries, eastern half ol 
African continent, and middle east coun< 
tries and perhaps erstwhife USSR. Africa’s 
net import is quite negligible; ami low 
income does not seem to attract the im« 
port of high valued cereal crops and other 
agricultural products from India in future 
Japan’s trading advantage will continue 
to lie with the US ai^ neighbouring Asian 
countries, and Euro'pe’s geo^phical ad* 
vantage outside the continent lies with 
Canada, the US, Mexioi. North Africa 
and the middle east. India therefore has 
to depend mainly on West Asia, neigh¬ 
bouring countries and erstwhile USSR for 
her agricultural exports. 

Now, even if we concede that India will 
be allowed to increase its PSE from 2 to 
13, and the US, Canada, Mexico and the 
European community, are forced to 
reduce it to 10 from existing high figures, 
India would not possibly gain from this. 

Firstly, as we have seen earlier, India 
does not have much geographical advan¬ 
tage with the net importing regions. 
Secondly, since India do» not have expor¬ 
table surplus of foodgrain items, either 
more area has to be brought uiKkr cuhiva- 
lion or the yield rate has to be increased 
to have surplus, farm products for sale. 
The scope of increasing net area is almost 
nil. Gross area can be increased fay tais-. 
ing cropping intensity. But for thm a large! 
amount of investment in irrigation isj 
required. In the case of India, growth of I 
minor irrigation has taken place mainly' 
in areas whm canal irrigation has spread. 
Under the scheme of reducing fiscal 
dendt, the major victims has been the 
development sector including irrigation. 


Tabi r 2 : PoiHji ation ani> Produition 



Population 

(’000) 

1990 

Share 
(Pfer Cent) 

Production of 
Cereals and 
Pulses (’000 
Tonnes) 

1990 

Share 
(Per Cent) 

Africa 

642,112 

12.1 

94,533 

4.7 

North aoii CnsMl America 427,228 

8.1 

40,453 

20.2 

Canada 

26,S2I 

0.3 

58,729 

2.9 

Mexico 

88.S98 

1.7 

27,382 

1.3 

USA 

249,224 

4.7 

314,327 

15.6 

Souih America 

296,716 

5.6 

71,391 

3.5 

Argentina 

32,322 

0.6 

19,775 

0.9 

Brazil 

130,368 

2.8 

34,574 

1.7 

Asia 

3,112,756 

58>.8 

885,785 

43.9 

Bangladesh 

115,593 

2.2 

29A25 

1.5 

China 

1,139,060 

21.5 

395,278 

19.6 

India 

853,094 

16.1 

210,023 

10.4 

Indonesia 

184,283 

3.5 

51,698 

2.6 

Japan 

123,520 

2.3 

14,602 

0.7 

Malaysia 

17,891 

0.3 

1,685 

0.0K 

Myanmar 

41,675 

0.8 

14,892 

0.7 

Pakistan 

122,626 

2.3 

21,645 

l.l 

Sri Lanka 

17,217 

0.3 

2,315 

0.1 

Thailand 

55,702 

1.0 

23,380 

1.2 

Viet Nam 

66,693 

1.2 

19,448 

0.9 

Eatope 

500.177 

9.4 

291,083 

14.4 

Denmark 

5,143 

0.1 

10,368 

0.5 

France 

56.406 

l.l 

58,588 

2.9 

Germany 

79,117 

1.5 

38,506 

1.9 

Netherlands 

14,951 

0.3 

1,435 

0.1 

Poland 

37,850 

0.7 

28,580 

1.4 

Spain 

339,187 

0.7 

19,063 

0.9 

Sweden 

8466 

0.2 

6,403 

0.3 

United Kingdom 

57.438 

l.l 

23,191 

1.1 

USSR 

288,395 

5.4 

238,854 

11.9 

tlecania 

26A67 

0.3 

26.008 

1.3 

Australia 

17,032 

0.3 

24,956 

1.2 

New Zealand 

3,392 

0.06 

1,008 

0.05 

Wirld 

5J»4,252 

100 

2,014,108 

100 


Sourve: FertiUser Slaiaiks, The Fertiliser Association of India, New Delhi. 


TABt.L 3; EXKrRT PaIIIKNOI FtXHX Bt Vl'KA(.I.S ANUTOBArttl^ 1988 


(000 M US St 


Export from 

Export to 

1 

2 

Developed Market 

3 4 5 

6 

7 

Developing Market 
8 9 

10 

II 

Centrally Planned 
12 13 

14 

1 World 

255 

180 

124 

4 

24 

24 

2 

51 

10 

9 

18 

23 

4 

19 

2 Developed 
market 

170 

129 

98 

3 

12 

14 

1 

31 

7 

6 

9 

8 

3 

5 

3 Europe 

114 

98 

88 

0.9 

5 

3 

0.4 

13 

5 

2 

2 

2 

0.1 

.2 

4 Canada 

10 

6 

1 

— 

4 

1 

0.06 

1 

0.3 

0.5 

0.3 

2 

1 

0.8 

5 USA 

31 

16 

6 

2 


8 

0.2 

12 

2 

0.4 

4 

3 

1 

2 

6 Japan 

2 

0.6 

0.2 

0.06 

0.3 

— 

0.03 

1 

0.03 

0.02 

1 

0.03 

0.03 

o.qo3 

7 Australia and 
New Zealand 

II 

7 

1 

0.5 

2 

2 

0,4 

4 

0.3 

0.3 

2 

0.5 

0.4 

0.1 

8 Developing 
market 

69 

45 

22 

1 

12 

9 

0.1 

15 

2 

2 

6 

9 

1 

8 

9 Africa 

9 

7 

6 

0.06 

0.8 

0.5 

0.06 

1 

0.9 

0.01 

0.1 

6 

0.03 

0.S 

10 America 

30 

20 

ID 

0.4 

0.7 

1 

0.1 

4 

0.4 

2 

0.6 

6 

0.3 

6 

II Other Asia 

24 

15 

4 

0.3 

0.3 

7 

0.5 

7 

0.9 

0.07 

5 

2 

1 

1 

12 Centrally 
planned 

17 

6 

3 

0.07 

05 

2 

0.05 

5 

0.6 

0.6 

3 

6 

OJ 

5 

13 Asia 

7 

2 

0.7 

0.05 

0.2 

1 

0.04 

3 

0.1 

0.7 

3 

1 

0A6 

1 

14 Euroine and 
USSK 

10 

3 

32 

0.02 

0.3 

0.4 

0.01 

2 

0.S 

OA 

0.1 

4 

0.1 

4 


Sourer. Siatisikvt Year Book, United Nations, New York. 
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•hhough the Eightlv.Phm has emphasis* 
ed the sun& On agricuhural finance front 
the Hnancial sector reforms do not seem. 
to be priority sector friendly. Under the 
given circumstances the only reliable alter¬ 
native left is to increase the yield rate 
which can be possible through either high 
yielding variety of seed or higher dose of 
fertiliser which again requires credit and 
does not-have much importance in the 
context of financial sector reforms. 

So far as raising yield rate is concern¬ 
ed, India is in a quite disadvantageous 
situation because of poor soil fertility. It 
is quite evident from Table 4 that India’s 
yield rates of cereals, pulses, sugarcane 
and potato are the lowest. This, however, 
does not say much about inferior soil 
quality which is evident from Table 5 


Tabi fc 3A; Ni I Em>ori ( + )ob Imi^wi t - )oi 

F<K>0 Bl VIKV,) ANOlOHAlCO 

(000 M US Si 


\Xbrld 

0 

Developed market 

-10 

Europe 

- 10 

Canada 

ft 

USA 

7 

Japan 

-22 

Australia and New Zealand 

9 

Developing market 

18 

Africa 

- 1 

Arnerica 

21 

Other Asia 

6 

Centrally planned 

6 

Asia 

3 

Europe 

-9 


which shows the fertiliser consumption of 
a few countries. The US yield rates of 
cereals, pulses, sugarcane and potato are 
2.S, 3, 1.2 and 2 times more than India's 
whereas the US consumes only 43.4 kg of 
NPK per hectare compared to India’s con¬ 
sumption of 64.1 kg. Similarly, Canada, 
Argentina, Mexico and Thailand, 
although have higher yield rates consume 
less amount of nutrient pc- hectare com¬ 
pared to India. Yield rates of cereals, 
pulses and potato in France are 3.3.9 and 
2 times more than those in India whereas 
France consumes only 3 1 times more fer 
tiliser than India in each hectare. 
Although Australia’s cereals yield rate is 
lower than that of India’s, pulse, sugarcane 
and potato yield rates are much higher. 
However, Australia's fertiliser consump¬ 
tion is only 2.4 kg per hectare compared 
to 64.1 kg in India. In other words, 
because of diminishing returns to fertiliser 
use, cost of agricultural items in India will 
rise so much that they will not be competi¬ 
tive, specially to those from the US, 
Canada. .Argentina, Mexico, and Australia 
Given this background of non- 
competitiveness and Dunkel rccommen- 
daiioii that all the countries have to 
import 3-5 per cent of their agricuhural 
consumption (not export of 3-S per cent 
of agricultural production), most of the 
import requirement will be met by the US 
alone. Given the world production of 
cereals and pulses at 2,014 million tonnes, 
the world import requirement at 5 per cent 


level, the total world import will be 100 
million tonnes. With 500 kg of per capita 
annual requiremeni of cereals and pulses, 
the US domestic consumption would be 
125 million tonnes, and hence a surplus 
of 189 million tonnes which is more than 
the stipulated minimum import require¬ 
ment for the rest of the world. With 
similar assumption Europe’s surplus 
sec-ins lu be 40 million tonnes out of which 
30 million tonnes come from France 
alone. 

T herefore, 13 per cent of PSE does not 
seem to help India much because of her 
poor soil feiiility. and hence the com¬ 
parative disadvaniagc in the case of 
foodgrain items. India, however, can still 
expoii high value cereal .and horticulture 
crops. To produce these ciops. India has 
to shift cultivation away from usual 
foodgrain items. If the present level of 
purchasing power is maintained this im¬ 
plies a supply gap in foodgrain items 
which would necessitate rationalisation of 
food import. Initially it may seem to 
follow the "uleof comparative cost advan¬ 
tage and India may obtain her imports at 
competitive price. However, as mention¬ 
ed earlier, food is not only a basic 
necessity item, it is a great political 
weapon too. The developed countries with 
the engineered demand increases and ar¬ 
tificial piicc hikes can play havoc with 
India’s sovereignty. Besides this, if 
foodgrainv production is de-empbasised, 
it will be grown on inferior land and the 
cost of production may further rise. This 
will induce prices of imported foodgrains 
to go up. 

Now as food is the most important item 
in the industrial wage basket, rise in food 
price tends ro increase the wage rate, in¬ 
flation, reduce profitability and dampen 


f Mil I s- IT Kill ISFK (NPK) CONSUMniON IN 
Still rioCOUNTKIlS 
_ (Kj/Htctan) 


1989-90 

USSR 

40.8 

Canada 

27.5 

China 

61.2 

USA 

43.4 

Brazil 

13.6 

Australia 

2.4 

India 

64.1 

Argentina 

0.9 

Mexico 

18.1 

Imlonesia 

75.0 

Egypt 

404.3 

Pakistan 

71.7 

France 

198.7 

Thailand 

35.3 

Japan 

367.1 

Philippines 

58:3 

UK 

131.5 

Korean Democratic Republic 

597.6 

Sri Lanka 

82.5 


Sounr. Fertiliser Statistics, The Fertiliser 
Association of India, New Delhi. 


Tabu 4: YiFiuRMroi Sfiicim>Ckoi*s 

iKg/Hectarei 



Baddy 

Wheat 

Maize 

Cereals 

Pulses 

Sugarcane 

Potato 

Africa 

North and Central 

1992 

1554 

1616 

1173 

.563 

60717 

8846 

America 

5075 

2560 

6023 

3948 

978 

64146 

28743 

Canada 

— 

2263 

6765 

2610 

1711 

— 

250.30 

USA 

6173 

2656 

7437 

4749 

1693 

76800 

32484 

Mexico 

3780 

4179 

1984 

2424 

661 

9%95 

12587 

South America 

2422 

1724 

2012 

1989 

516 

62322 

12460 

Argentina 

40% 

1862 

3105 

2162 

1028 

44485 

22321 

Asia 

3641 

2356 

3090 

2770 

728 

58930 

13341 

China 

5728 

3179 

4142 

4199 

1475 

59897 

11588 

India. 

2691 

2117 

1610 

1887 

553 

64140 

15873 

Indonesia 

4319 

— 

2127 

3802 

1299 

69114 

12308 

Japan 

Korean Democratic 

6328 

3662 

2667 

5848 

1562 

71618 

29661 

Republic 

8209 

3231 

6197 

6577 

925 


13249 

Malaysia 

2627 

— 

1750 

2600 

— 

68500 


Pakistan 

2216 

1823 

1492 

1751 

517 

41547 

10022 

Sri (jinka 

2993 

— 

1029 

2874 

730 

35851 

11836 

Thailand 

1959 

— 

2145 

1973 

734 

48893 

923 

Viet Nam 

3119 

— 

1667 

3002 

666 

42222 

8919 

Europe 

5237 

4829 

4230 

4291 

2116 

68085 

21195 

France 

5737 

6487 

5808 

6205 

5095 

— 

31579 

Germany 

— 

6172 

5000 

5030 

1358 

-- 

23421 

Netherlands 

— 

7716 

2571 

7093 

4368 

— 

40206 

UK 


6905 


'6136 

3409 


40148 

USSR 

4086 

2240 

3625 

2171 

1717 

— 

10953 

Oceania 

7412 

1609 

SISI 

1700 

1051 

73766 

28701 

Autiraiia 

8026 

1595 

4040 

1657 

1016 

77135 

29132 

New Zealand 

— 

4400 

8889 

4745 

3157 

— 

30899 


Source: Fertiliser Statistics, The Fertiliser Association of India, New Delhi. 
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ih« spirit of investment. And because of 
increase in the co.si of production, these 
industrial goods lose export competi¬ 
tiveness. Alternatively more capital inten¬ 
sive technologies may be used displacing 
labour. First of all. we arc not sure 
whether this will help us in the inter¬ 
national market to compete with the 
developed world which has technological 
advantage of at least 10 years which they 
are going to further improve by IPR, the 
other aspect of Dunkcl draft. Secondly, 
even if capital intensive technology helps 
in the growth prtKcss, the fruits of growth 
will be confined to a few deciles as the 
labour force will be kept out of this 
process. 

iNII III-CnjAl PKOPtRIY RKjHI (IPR) 
Eht-tCI 

IPR IS another dimension of the Dunkel 
draft. The present Indian Patent Act 
covers (a) prtK'ess patent for lood, 
medicine, drug and chemicals, (b) product 
patent for other items, and (c) neither pro¬ 
cess nor product patent in connection with 
agriculture. DD on the other hand 
demands protection for (i) product, 
(ii) plant varieties, and - (iii) living 
organisms. The US at present has all the 
above patent facilities. However, ii must 
be noted that only since 1980, the US has 
implemented the second and third types 
of patent. Another point to be noted is 
that after 1970, when ptocess patent 
system was implemented, India made 
tremendous progress in pharmaceutical 
sectors with remarkable presence in the in- 
lernational market because ot lower price 
achieved through di.scovery of cheaper 
ptocess for pharmaceutical products 

Bio-technology which is the technology 
of tomorrow lot agriculture has applica¬ 
tions in vaccine, drugs and mining. This 
technology employs production proccs.ses 
based on living organisms like bacteria, 
living forms like plants and other living 
beings. DD may affect Indian agriculture 
very adversely through new patent laws 
which restricts the research and u.se of bio¬ 
technology. The main nc-laboui inputs 
in agriculture are land, water, seed, fer¬ 
tiliser, and pesticides. i.asi three items are 
going to be patentable, and hence arc 
going to affect agriculture. 

Cicnelically engineered varieties of seed 
of food and cash crops owned by mulii- 
nattonal bio-technology companies will be 
sold in India (.I). Price ol these seeds will 
have royalty component which has so far 
been absent. Naturally this increases .seed 
price. As successive generation of seed is 
protected by patent, the farmers m.^y not 
be allowed to save seed out of their ow n 
harvest to sow their next crop. Even in 
some countries where there is intellectual 


protection for plant varieties like plant 
brcedei's right, there are two exrmption.s. 
(i) It allows plant brceders/scientisis to use 
protected varieties for further breeding 
work without paying royally, and (ii) It 
gives the farmer the right to save seed for 
his personal use from his harvest. 

Since unlike in other areas, improved 
varieties of embryo requires an earlier 
generation of embryo, the above exemp¬ 
tions ensure that (he socially uselul aciivi- 
is ol breeding new improved varieties con¬ 
tinues unhindered. If DD i^ accepted, this 
advantage will no longer be there. 
Research will be monopolised, and gains 
will not trickle down. In that case India 
will not be able to increase the yield rate 
through high quality .seeds to make her 
piodiice competitive in (he world market. 
Whatever progress India has made in bio¬ 
technology will be completely diluted and 
then technology available with India will 
he about 20 years old. 

HlO-SlIBSTlIUltS 

Becau.se of presssure from environmen¬ 
talists, and operation of diminishing 
returns, agricultural sector is compelled 
to move away from the use of chemicals 
to bio-substitutes (bio-fertilisers and bio- 
pesticides)131. This may reduce the cost of 
cultivation also. Research has already 
started, and India has been taking part in 
(he research in this area. 

Plants cannot use nitrogen from the air, 
chemical fertilisers fix nitrogen in the soil 
tor the plant. If bio-technology succeeds 
certain bacteria in (he environment can 
donate ammonia to the plant; blue green 
algae can fix nitrogen through water fern 
called a/olla. A group of fungi called 
mycorthi/a enter the roots of trees, shrubs 
and crops and solubilise iron phosphate 
in low fertility soil thus making them 
available for plants; in addition they 
mobilise other nutrients like copper and 
/me. Bacillus rnegaterium, a special kind 
of bacieria increases the phosphate status 
in the soil, minimising or doing away with 
■ he need for chemical phosphates. Certain 
kinds of soil bacteria when injected with 
methane from (he air release enhanced 
amounts of phosphorous, potassium, 
calcium and magnesium. A whole range 
of insects and worms have been re¬ 
discovered to be pressed into service to 
fight pests. The Ladybird beetle feeds on 
bugs attacking crops as diverse as mustard 
and cauliflower; another kind of worm 
eats.up the larva of insects attacking the 
cowpea thus protecting the crop. 

Y'enain micro organisms function as 
natural pesticides. There are more than 
l(X) kinds of known bacteria, virus and 
fungi which attack insects. Rehizobacteria 


that promote plant growth are useful 
agents of biological pest control. Bacillus 
thurigensis kills insects by producing a 
toxin which is safe. Bacillus papillae is ef¬ 
fective against beetle.s. In addition to these 
naturally occurring micro-organisms, 
genetically engineered insect pathogens 
are being tried out as biological agents of 
pest control. 

What is therefore clear is that (here is 
going to be a revolutionary change in 
agricultural technology in which living 
micro-organisms are going to play an im¬ 
portant role, if DD is going to patent all 
these, the control over entire range of seed, 
fertiliser and pesticide will be with 
multinationals which not only have a lead 
in bio-technology, but also command 
enormous capital to invest. This will, no 
doubt, render all research in the hand of 
multinationals which would make all 
inputs costly because of monopoly. 
Agriculture thus will turn out to be a 
capital intensive field of technology. Small 
and marginal farmers will then have no 
relevance in the agricultural production. 

DD thus seems to give benefit to India 
in the international market by forcing sub¬ 
sidy reduction across the countries. This 
however, is quite illusive as India does not 
have a comparative advantage in agri¬ 
cultural export. Market access approach 
on the other hand forces India to import 
foodgrains for which foreign exchange has 
to be earned at the cost of domestic 
cereals production. This and the IPR ef¬ 
fect together increases agricultural costs 
and makes the agricultural and industrial 
goods which are now going to have higher 
wage content non-competitivc because of 
the increased price and higher royalty 
component. DD therefore makes us lose 
our sovereignty by forcing us to change 
our Constitution for accommodating new 
patent rules and tries to cripple the 
economy which otherwise has extra¬ 
ordinary potential. 
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PERSPECTIVES 


The Third Stratum 

Nirmal Mukatji 


The fundamental question before panchayats everywhere in the 
country has for long been whether they are there for development 
functions only or for the wider purpose of self-government. The 
central objective of the Constitution (73rd Amendment) Act must, 
therefore, be seen as self-government, unabridged by the quite 
unnecessary references to economic development and social justice 
and the wholly avoidable Eleventh Schedule. 


THE Constitution (73rd AmendmenttAct 
has, in Essence, constitutionalised pan¬ 
chayats as a third stratum of government 
at and below the district level. Hitherto 
the country had lived with a two-layered 
governmental system, the union and the 
states. The terrain below the states was left 
unprovided for, except only for a Direc¬ 
tive Principle for setting up self-governing 
village panchayats. For four decades and 
a half the Directive Principle remained 
unacted upon. Now, to the credit of the 
present-day law-makers, the omission has 
been rectified and more. The amended 
Constitution requires the states to con¬ 
stitute panchayats as institutions of self- 
government not only for villages but also 
at intermediate and district levels. Con¬ 
sequently there will, henceforth, be three 
strata of government; the union, the states 
and the panchayats. A more radical 
change is difficult to visualise Its implica¬ 
tions are far-reaching, perhaps not fully 
grasped even by those who legislated the 
measure. 

1 

A major obstacle to understanding lies 
in the content of the 73rd Amendment. 
For, on the one hand, it deftnes pan¬ 
chayats by whatever name called to mean 
institutions of self-government. It also 
makes it mandatory for every state to con¬ 
stitute panchayats at the three levels men¬ 
tioned, sensibly not insisting on the in¬ 
termediate level in tiny suites. Further, and 
most crucially, it provides that state 
legislatures “may, by law, endow the pan¬ 
chayats with such powers and authority 
as may be necessary to enable them to 
function as institutions of self- 
government”. The plain meaning of these 
provisions, read by themselves, is that self- 
government for panchayats is the central 
objective: The only point on which con¬ 
troversy could arise, and very likely will, 
when it come to the state legislatures en¬ 
dowing powers and authority to the pan¬ 


chayats, is about the meaning to be given 

to the expression ‘self-government’, 
especially when applied to each level. But 
more.about that later. 

\bt, on the other hand, there Ls the 
qualification that the very same law to be 
enacted by a state legislature “may con¬ 
tain provisions for the devolution of 
powers and responsibilities upon pan¬ 
chayats at the appropriate level, subject 
to such conditions as may be specified 
therein, with respect to (a) the preparation 
of plans for economic development and 
social justice, and (b) the implementation 
of schemes for economic development 
and social justice as may be entrusted to 
them including those in relation to the 
matters listed in the Eleventh Schedule". 
The Eleventh Schedule painstakingly 
spells out 29 items. It can be no one’s case 
that economic development and social 
justice are not desirable goals. Therefore 
planning for them cannot really be ob¬ 
jected to, though implementing entru.sted 
schemes in this Tieid might, because that 
could reduce panchayats to mere executors 
of handed-down programmes. But the 
more important question is whether this 
later and somewhat over-elaborate provi¬ 
sion dilutes the objective of self- 
government. Does it, in other words, 
abridge the rights of the slate legislatures 
down to endowing development functions 
only? 

The fundamental question before the 
panchayats everywhere in the country has, 
for long, been whether they are there for 
development functions only or for the 
wider purpose of self-government. Article 
40 of the Constitution explicitly visualises 
self-government for village panchayats. 
The relatively limited notion of devetop- 
ment.came in with the Balwantray Mehta 
Report, I9S7. Going refreshingly beyond 
its terms of reference, the Mehta Team 
recommended democratic decentraliisation 
to a three-tier panchayat structure, but this 
would handle development work only. 


Seen against the provisions of Article 40, 
panchayats were no longer to be conHn- 
ed to the village level, but their functions 
were to be restricted to less than self- 
government. The recommended pattern 
was, with some variations here and there, 
adopted by most of the states. It was also 
persisted with in the Asoka Mehta Report, 
1978, although a nominal bow was made 
to self-government in an annexure con¬ 
taining a draft Constitution amendment 
bill. 

In his dissenting note to the A Mehta 
Report, E M S Namboodinpad stated: 
“fX^mocracy at the central and state levels, 
but bureaucracy at all lower levels—this 
is the essence of Indian |X)lity as spelt out 
in the Constitution...! cannot think of the 
panchayati raj institutions as anything 
other than the integral parts of the coun¬ 
try's administration with no difference 
between ivhat are called the ‘development’ 
and ‘regulatory’ functions...! am afraid 
that the ghost of the earlier idea that 
panchayati raj institutions should be com¬ 
pletely divorced from all regulatory func¬ 
tions and made to coniine themselves only 
to developmental functions is haunting my 
colleagues" He set the goal as follows: 
“What is required is that, while certain 
definite fields of administration like 
defence, foreign affairs, currency, com¬ 
munication, etc, should rest with the cen¬ 
tre. all the rest should be transferred to the 
states and from there to the district and 
lower levels of elected administrative 
bodies!’ This was clearly a plea for going 
beyond development to selKgovernment, 
although that expression was not used. 

The fact of the matter is that it is en¬ 
tirely within the competence of the state 
legislatures to decide what powers and 
authority the panchayats should have in 
order that they function as credible 
institutions of self-government. This was 
the Constitutional position all along; the 
73rd Amendment has served to reaffirm 
it. The introduction of the development 
motif in the amendment, perhaps, limits 
the competence of the legislatures only in 
the sense of indicating the minimum that 
«ich state legislature should transfer to the 
panchayats. There is, in other words, a 
floor but no ceiling. How far above the 
floor a particular state may go is a ques¬ 
tion of policy for that state, bearing in 
mind that the panchayats from now on ate 
to be (I) Constitutional bodies, and (2) in¬ 
stitutions of self-government. The centra! 
objective of the amendment must, 
therefore, be seen as self-government, 
unabridged by the quite unnecessary 
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references to economic development and 
social justice and the wholly avoidable 
eleventh Schedule. 

II 

Had there been just the 73rd Amendment, 
unambiguou.sly proclaiming self- 
government for the panchayats, shorn of 
the obfuscating references to economic 
development and social justice, the cen¬ 
tral purpose of Con.siitutionalising a third 
stratum of government would have been 
clear. What has made lor further confu¬ 
sion is the simultaneoti.s enactment of the 
74th Amendment for municipalities, f-or, 
although self-goscrnmcni for these bodies 
is surely to be welcomed, the legislation 
of two separate amendments divides the 
governing space below the state level into 
two parts, rural and urban, and gives the 
partition Constitutional legittmalion. The 
idea ot a single third stratum, therefore, 
becomes difftcull to grasp. 

The 74ih Amendment seems to be a 
hasty afterthought. For one thing, it is 
almost a carbon copy of the 73rd Amend¬ 
ment, with the identical references to 
economic development and social justice 
with its own pointless Twelfth Schedule. 
It looks as if some independent thinking 
went into the panchayat law and then, one 
day, the Municipalwalahs suddenly woke 
up and said "we too, please" and were 
simply served the panchayat dish with 
municipal sauce Secondly, it thought¬ 
lessly constituiionalise.s an artificial 
dichotomy between rural and urban when 
all previous thinking has stressed the 
continuum between the two Thirdly, in 
a frantic bid to cover this lapse, it gives 
Constitutional status to district planning 
committees, which will “consolidate the 
plans prepared by the panchayais and 
municipalities' and “prepare a ilrafi 
development plan for the district as a 
whole". Neither the Planning Commission 
nor Stale Ptaiining Boards have even 
statutory backing, leave aside Constitu¬ 
tional tecognition. Planning from below 
has indeed taker, a siiangc loute, especial¬ 
ly as these high-siatus disti.ct bodies will 
Ik constitutionally limited to preparing 
only draft plans. 

There is a firmly embedded concept 
(hat panchayats aie tot the rural areas. It 
is rooted in the historical reaiiiv of village 
panchayais having existed from ancient 
limes. The Directive Principle ,>f Stale 
Policy in Article 40 also lequires the 
organisation of village panchayats. 1 hr 
democratic deccotralisaiion devised by the 
B Mehta Report rested on village pan¬ 
chayats at the base. So, with sonic 
refinements, did the scheme of the A 
Mehta Report. The linking ol iianchayais 
with the rural areas has now received Con¬ 


stitutional endorsement by the 73rd 
Amendment. Administrative arrange¬ 
ments reflect the linkage in that the union 
has a ministry of rural development look¬ 
ing after panchayat matters and many 
slates have mini.sters for panchayat and 
rural development. The panchayats arc 
thus locked into a ‘rural only’ bind. 

As far back as 1%3, a Rural-Urban 
Relationship Committee was appointed by 
the government of India to make "recom¬ 
mendations regarding (he relationship bet¬ 
ween the urban local bodies and the paii- 
chayatj raj institutions". The committee 
observed that urbanisation should be con¬ 
sidered as a ‘continuous prcKcss ol Iran- 
.sition from rural to urban”, that "a whole 
area should be treated as one unit for ad¬ 
ministrative purjTOscs” and, further, that 
“rural and urban areas falling within it 
should be treated as integral parts of the 
area” fur the purpo.ses of planning and 
implementation. Recalling this, the A 
Mehta Report remarked that the “evolu¬ 
tion from rural to urban way of life is a 
continuous process with sequences from 
a liny hamlet to a sizeable city". Instead 
of an urban-rural dichotomy it saw a 
rural-urban lontinuum, which called for 
linking up the rural anas with urban focal 
points. 

There is growing evidence of the tran¬ 
sition from rural to urban in the shape of 
a large number of urbanised villages. At 
present, these are growing in a haphazard 
manner with little or no civic amenities. 
!l there is no proper town planning from 
now, these will become ugly urban 
spreads, the redevelopment of which wilt 
be enormously costly later. With the 
growth of agriculture and increasing pro¬ 
sperity in the countryside, more such cen¬ 
tres are likely to come up as focal points 
of business, trade, marketing and servic¬ 
ing. In West Bengal, for instance, places 
like Dhupguri in Jalpaiguri district and 
Garbcia-Amiagora in Medinipore district 
have grown beyond recognition in the last 
decadc'or so, and are now bustling urban 
market centres. Notwithstanding their 
‘rural only’ origin, the panchayats must 
squarely shoulder this rapidly growing 
urban reality in their respective rural areas. 
If this enlargement of their funriions calls 
for suitable legislative, administrative and 
financial backing, that should be lorth- 
coming from the states. 

It bears repetition that the 73rd and 
74ih Amendments have, unfortunately, 
constiiutionalised what is in fact an ar¬ 
tificial c*i.:holomy between rural .ind 
urban self-government. If there is a con¬ 
tinuum -Stretching from hamlet to city, 
what IS called for is an overarching institu- 
isoii which docs away with dichotomy and 
reflects the reality of the continuum. The 
district planning committees implanted. 


somewhat strangely, in the 74th Amend¬ 
ment are not the answer, because without 
executive functions they will not in any 
sense be institutions of self-government. 
Eventually the two amendments will need 
to be amalgamated to provide for in¬ 
tegrated self-government for the con¬ 
tinuum, in the prdeess relieving them of 
unnecessary clutter. Until then, each state 
must seriously think of integrative legisla¬ 
tion to merge existing panchayat and 
municipal laws in order to build a 
coherent third stratum, without offending 
the basics of the two amendments. While 
megalopolises like Calcuita-Howrah may 
be governed in a manner suited to their 
rcquiremcnt.s, the municipalities and the 
panchayais in the districts should become 
component units of self-government 
within an overall set up of district 
self-governance. 

Ill 

More telling than any shortcoming in 
the two amendments is the all-pervasive 
mindset amongst the ruling elites that the 
natural mode of governing (he country is 
tlirouf.h governments at the union and 
slate levels only, as originally conceived 
ny the founding fathers, and any attempt 
to insert a third stratum below the .slates 
would be fraught with unpredictable perils 
for the polity. Suptxtri for this view comes 
from the fact that the Constitution 
describes India as a Union ot States, that 
its federal scheme divides powers between 
just (he union and the stales and that the 
union states duality runs through its en¬ 
tire content. Support also comes from the 
familiar status quo\st argument (hat if 
things have not wruked out well the fault 
IS not so much with the system as with 
those who have operated it. Finally, sup¬ 
port also comes from the plain fact that 
'he 73rd and 74th Amendments make no 
consequential change in the pre-existing 
two-layered scheme of government out¬ 
lined in the Constitution. 

Wc may look at these points seriatim. 
The Constitution that “we, the people of 
India” gave ourselves in 1949 was a com¬ 
bination of two elements; concepts and 
structures. The conceprs reflected free 
India’s a.spirations Mainly these were em¬ 
bodied in the Preamble and the two sec¬ 
tions on Fundamental Rights and the 
Directive Principles of State Policy, This 
was the creative part, providing the 
bedrock of alt else. The structural part, 
by contrast, was pedestrian. It set out how 
the country wa.s to be governed as a 
"sovereign, democratic lepublkf’. Mimesis 
rather than creativity was its distin¬ 
guishing feature, for it borrowed heavily 
from the Government of India Act, 193.1 
Perhaps carrying on with what vnis 


860 


fccononiiv and Political Weekly, May l» ^991 



already there was most convenient at the 
time. Perhaps this also suited the then rul¬ 
ing elites, politicians and bureaucrats. The 
.structures devised were, at best, ap¬ 
propriate only for that stage of the 
republic Unlike bedrock principles, these 
can hardly be treated as binding for all 
lijnc. "We, the people of India" have to 
keep inventing new structures appropriate 
for our times, which means that mindsets 
should go. 

That a system is as good as the people 
who work it is undoubtedly true. But, 
equally, even the best people cannot make 
a system work once it becomes out of tune 
with changed circumstances. IWo indices 
of how much things have changed are: 
one, the country’s population has mote 
than doubled since independence: two, 
thanks to aduii suffrage and frequent elcc- 
tioii.s, political awareness has enormous¬ 
ly grown among previously quiescent 
people. The bureaucracy, to which the 
two- layered system entrusted the business 
of government below the state level, is 
wholly unable to cope. It has also become 
so corrupt that Rajiv (landhi, as prime 
minister, had ruefully to admit that only 
15 of every 100 paise of development 
money reached the intended benenciaries. 
Increasingly the people want to manage 
their own affairs.'Panchayaii raj, whether 
of the apolitical B Mehta variety or the 
political A Mehta one, will no longer do, 
because (he ‘raj’ element is wholly miss¬ 
ing in both. Indeed the expression ‘pan- 
chayati raj' has acquired a bad odour. A 
third stratum of self-government is the 
structural invention we now need. 

The absence of consequential changes 
is :r point well taken. It is neither possi¬ 
ble nor necessary to alter comprehensively 
the union-states duality built into the 
Constituiioii. It is sufficient to focus-at¬ 
tention on the single issue of decentralisa¬ 
tion, which after all is what a third 
stratum is all about. Owing to the then 
prevailing circumstances, the framers of 
the Constitution opted for a federation 
with a strong centre. Subsequently, the 
logic of the strong centre concept shaped 
Congress politics and the policies of cen¬ 
tral planning in such a way as to make the 
union much stronger and, corresponding¬ 
ly, the states much weaker than the 
Constitution-makers ever visualised. If 
now the slates endow meaningful powers 
downwards, the system will resemble an 
hour-glass, with the states at the narrow 
waist, the union powerwise broad at the 
top and sub-state institutions functionwisc 
broad at the bottom. Politically, this is 
unlikdy to be accepuble to the states. 
Therefor^ the union must first decen¬ 
tralise to tin states so that they in turn 
may have enough to decentralise to lower 
formations. 


IV 

If there is one factor above ail that is 
responsible for the negative features that 
have emerged in the polity and the 
economy, it is the over-centralisation of 
powers and functions at the union level 
in many ways, this has convened what was 
meant to be a two-layered federal arrange¬ 
ment into a Delhi-centric unitary system. 
One has only to see the sprawling 
ministries in the capital dealing with sub¬ 
jects in (he State and Concurrent Lists to 
gel an idea of the cnoi miiy of the union's 
usurpation of state functions. In (he 
federal .scheme, the union and the stales 
were to share the burden of -governing the 
country, with the states acting as the vital 
communicating links with the people. The 
states have been too enfeebled to fulfil this 
allotted roi& For one thing, they have lieen 
reduced to begging the union for finances 
and battalions. Secondly, the fear of 
dismis.sal under Atiicie 356 haunts them 
and they have thus been rendered le.ss than 
partners in the government of the coun¬ 
try. Consequently, we have the strange 
spectacle of a bloated union, tar removed 
from the people, aiicmpiing to govern 
almost singly in sectors best left to the 
stales. 

The principle ol a ‘federation with a 
strong centre’ impelled the Constituent 
Assembly to ensure that the union was 
more than well provided with financial 
resources, consciosisly leaving the states 
with less than their requirements. The idea 
was to give the union financial leverage 
to deal with (he states. But what has hap¬ 
pened is that, with uver-eentnilisation, the 
union has used its surpluses in profligate 
spending rather than in balancing the 
requirements of the states. For a dozen 
years or more, it has had to divert capital 
resources to cover its revenue deficits. 
Especially during the 80s, its financial 
management ha.s led to irresponsibly 
heavy borrowings abroad. 1 he economic 
crisis that engulfed the country in 1991 
was entirely the creation of the ruling 
elites at the centre, who acted as if accoun¬ 
table to no one. If (here is a silver lining 
to this dark cloud of over-centralisation, 
it is only that the crisis compelled the elites 
to begin dismantling the corrosive licence- 
permit raj. So far, however, the new 
economic measures have had little impact 
on corruption or prices and none 
whatsoever on poverty. 

As noted earlier, there has been a 
phenomenal rise in the political con¬ 
sciousness of the people. This has awaken¬ 
ed dormant aspirations among groups at 
the periphery of the polity. Thus dalits are 
otganising against upper castes, tnbals 
launching movements from Bodoland to 
the Narmada basin, backward classes 
using Mandai to advance, Muslims think¬ 
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ing anew after the Babri Masjid, and so 
on. Punjabi Sikhs and Kashmiri Muslims 
have taken to militancy, much as the 
Nagas and the Mizos did a generation 
ago. It looks as if (he periphery is in revolt 
against the dominance of a ‘mainstream’, 
firmly entrenched in its over centralised 
toilless of governance and politics. 
Instead of .seeing the positive message in 
all ihi.s, the ‘mainstream’ has reacted in 
two ways. Riliticaily, it has tended to Iteai 
all such revolts as aitii-naiional. On the 
governmental side, it has overutilised the 
coercive instruments of draconian laws 
and armed forces, virtually outlawing 
human rights, except when it came to 
‘mainstreamUpon.surcd violence, such as 
at Ayodhya and resiiltanily at Bombay, 
Surat and elsewhere. The siege mentality 
of ‘mainstream' elites, whether in power 
or not, is hardly suitable lor governing 
sub-continental India on the move. 

On one bank of the river of national 
life IS the ovCrcentraiised Indian stale, 
thinly composed of the luling elites in Che 
union and some of the su-callcd national 
political parlies. These are the self-styled 
‘mainstream’ w ho never tire of exhorting 
others to join them. On the other bank 
are massed the people of India, amongst 
them being in myiiad groups that make 
us rich in diversity. Obviously there must 
be a bridge to connect the two, but the 
river is wide and requires several spans. 
Those who wrote the Constitution built 
only the single span linking the centre with 
a mid point pier where the states were 
clustered, the journey beyond being left 
to bureaucratic boats. This first span hav¬ 
ing been severely damaged through 
misuse, the Indian State is left stranded 
on one bank, out of touch with the peo¬ 
ple on the other side. Without first repar- 
ing (his span, the 73rd Amendment has 
commenced construction on the portion 
between the states and the people. The 
project is well-intentioned but absurd. It 
is the entire river which needs a bridge, 
not merely a section of it. 

Leaving the analogy behind, it 
is imperative that (he Indian State 
should abandon the distortion of over- 
centralisation, which has not only made 
a mockery of what the founding fathers 
intended but has brought the polity and 
the economy to the brink of disaster. 
Having regard to the changed cir¬ 
cumstances, (he earlier principle of a 
‘federation with a strong centre’ needs to 
give way to a ‘federation with a strong 
centre and strong states'. It is no longer 
sufficient for the centre to decentralise 
merely to restore the position originally, 
written into the Constitution. Stroi% 
states will come about only if the states 
themselves decide how much autonomy 
they must haye. So long as this is within 
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the fnunework of the Constitution, in the 
sense that the basic features are not infr¬ 
inged, that should become the new dis¬ 
pensation, subject to parliament ensuring 
that the centre is enabled to perform its 
due role. Only then will it be reasonable 
to expect the stales to part with enough 
power to make the third stratum truly 
self-governing. 

V 

Finally, after this lengthy detour, two 
inter-connected questions need to be ad¬ 
dressed. Neither the 73rd Amendment nor 
what is virtually its annexure, namely, I he 
74th Amendment, are of help in answer¬ 
ing them. (In what follows, for the sake 
of simplicity, only the 73rd Amendment 
and panchayats will be referred to.) First, 
what does^ self-government mean if each 
of the three levels of panchayats in a 
typical slate is to have this commodity? 
Second, when it conies to endowing 
powers and authority, how far should the 
state legislatures go to ensure self- 
government at each level? 

The literal meaning of self-government 
is autonomy or government without out¬ 
side interference. But obviously the pan- 
chayais cannot enjoy full autonomy, set 
as they are within individual states. Nor 
can the sutes, iilaced as they are within 
the Indian union. What the 73rd Amend¬ 
ment has done is not only to const it u- 
tionalise three strata of government but 
also, within the third stratum, three levels 
of panchayats. Therefore, there will now 
be a nve-stoieyed pyramid of governments 
rising from the village panchayats at the 
base to the union at the apex. At each level 
below the union there can be no more 
than an appropriate measure of auto¬ 
nomy. Thus self-government at a par¬ 
ticular level means such partial autonomy 
as is appropriate for that level. The prin¬ 
ciple holds for the states as well as for each 
panchayat level. 

But. then, how much is appropriate for 
each level? The very idea of autonomy, 
partial though it must be, su^ests that the 
basis for appropriateness should be en- 
titlemenr Bom telow rather than endow- 
moit from tUiove. Consequently, village 
panchayats should be entitled, by law, to 
do what they can best do at their level. 
Thereafter, intermediate level panchayats 
should be similarly entitled, and the same 
for district panchayats. The functions to 
be performed at the state level, as a con¬ 
sequence, would be the sum of what the 
union must decentralise, on the one hand, 
and, on the other, such remnant functions 
as are left over from panchayat eq- 
titlements which need to be attended to 
only at the state level. In the determina 
tion of entitlements, the concerned levels 
would have to be involved. Just as the 
states themselves rather than parliament 
unilaterally should decide their entitle- 


the district panchayats too should deter¬ 
mine their entitlement rather than leav¬ 
ing the question entirely to the state 
legislatures. Modalities will need to be 
worked out to extend the principle further 
down also. 

These are fundamentals to be borne in 
mind. In practice, state legislatures will be 
influenced by objective circumstances. In 
several states, the dominant castes con¬ 
stituting the ruling elites may be reluctant 
to part with power in any significant 
measure. Even assuming that some states 
will have enlightened enough leadership* 
to transcend self-serviiig considerations, 
there may be nagging doubts about the 
wisdom of politically empowering pan¬ 
chayats controlled by the already dow %„ 
ful in social and economic terms. Any 7.^' 
to decentralise may be moderated by the 
sobering thought that feudal structures 
and panchayats do not go well together, 
lor the combination further weakens the 
disadvantaged. The argument has been 
around for a long time that structural 
change through land reform is an es.sen- 
tial prerequisite to empowering pan¬ 
chayats. But so has the counter-argument 
that democratic panchayats will, at least 
in the long run, foil feudal power. It is 
such considerations that have produced 
varying patterns of underdevelopment in 
the panchayat systems of nearly all the 
states. 

West Bengal's panchayats are by far the 
most developed in the country. They are 
the first in the country of a new genera¬ 
tion of panchayats in which political par¬ 
ties openly participate in elections. In the 
earlier generation, panchayats were con¬ 
sciously sought to be kept apolitical on the 
ground that politics would promote 
divisiveness and retard development. The 
Asoka Mehta Report, 1978 favoured open 
participation by political parties as this 
would “ensure clearer orientation towards 
development programmes and facilitate 
healthier linkages with higher level 
political processes”. West Bengal im¬ 
mediately opted for political panchayats. 
Secondly, the panchayats of the state have 
by now endured long enough to be treated 
as essential components of the states^ 
system of governance. The first panchayat 
elections were held in 1978 and since then 
elections have been held' regularly every 
five years, the fourth in the series being 
due on May 30. In most other states, pan¬ 
chayat elections are not held on time, in 
the three states that followed Wist 
Bengal’s lead with their own versions,of 
political panchayats, viz, Karnataka, 
Andhra P^esh and Kerala, the etperi-' 
ments did not survive changes of govern¬ 
ment at the state level. At present, 
therefore. West Bengal is the only state 
which has going political panchi^ts. 

On coming to power in 1977, the Left 
Front government embarked upon a pro- 


two legs, panchayats and land reform. 
Even prior to the enactment of the West 
Bengal Panchayat Act in 1973 and long 
before elections on its basis were held in 
1978, the concentration of land in a few 
hands had been substantially broken. This 
was because, during the years 1967-70, a 
massive drive had been undertaken under 
the first and second United Front govern¬ 
ments to detect and vest lands that had 
been clandestinely retained by landowners 
beyond their entitlements. Over a million 
acres of good agricultural land had 
thereby been taken over. This considerably 
weakened the hold of the big landlords 
who had traditionally led rural society 
because of their dominant economic and 
social position. Thus when the first pan¬ 
chayat elections took place the power 
structure in the rural areas had already 
altered substantially. As a result, instead 
of empowering the already powerful, the 
panchayats in Wist Bengal placed power 
in the hands of new-comers who belong¬ 
ed to a middle category of society. The 
dedicated work of this group is responsi¬ 
ble for the present standing of West 
Bengal’s panchayats. 

Over the years. West Bengal’s pan¬ 
chayats have achieved two important ob¬ 
jectives. First, they have recruited new 
people into politics and given them on- 
the-job exposure to the art of self- 
governance from the grassroots level up¬ 
wards. They have thus served as nurseries 
for new entrants and have by now created 
a rich pool of experienced leaders. What 
is particularly impressive is the high rate 
of new intake, in .some of the panchayats, 
only two or three members are survivors 
from the previous five-year spell, all the 
rest being new-comers. Also impressive is 
the ‘upward mobility’ to be seen. Many 
panchayat functionaries have on the basis 
of their performance, moved up to higher 
levels. Successful former sabhadhipatis 
have become ministers in the stale govern¬ 
ment. Second, in spite of some deficien¬ 
cies and weaknesses, the slate's panchayats 
are regarded as a success story by almost 
everyone, regardless of political affilia¬ 
tions. An index is the vigour with which 
panchayat elections are fought. Accep-j 
tance by the people is the most significant' 
aspect. To a considerable extent, there is 
now acceptance even by that last bastion 
of conservatism, the bureaucracy, 
espeaally its younger elements. 

As a result. West Bengal is well placed 
to be the first olT the mark with self- 
governing panchayats, much as it was with 
political panchayats IS years back. But, 
other stales may not find themselves as 
happily situated. Some have virtually no 
panchayats; many have ineffectual 
apolitical panchayats; a few have had ex¬ 
perience with political panchayats. All are 
now r^uired to move on to self-governing 
panchayats. It will be interesting to see 
how far they succe^ in bringing a.lMid 
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Surat under the Raj 

Vinay Lai 

Rhetoric and Ritual in Colonial India: The Shaping of a Public Culture 
in Surat City. 1852-1928 by Douglas E Haynes; University of California Press, 
Berkeley. 1992; pp 363, $ 49.9S. 


THE accommodation to, and contestation 
of, colonial rule by Indian 'elites’ has 
long been a subject of great interest to 
historians of modern India, and Douglas 
Haynes’ monograph, which focuses on the 
politics of Surat, is a contribution, albeit 
with a difference, to that literature. One 
would have thought that this subject pad 
been pretty much exhausted; indeed, over 
the last decade or so the more prominent 
works in Indian historiographgihave taken 
us along different dilutions, so that the 
voices we hear now s^^jVtainly of women,'^ 
peasants, rebels, and other ‘subalterns’, 
and government functionaries or English- 
educated Indians doi%t appear to be the 
only sources of ‘agency’. Haynes returps 
us to a preoccupation otf the earliest 
literature, that is the approiviation by 
Indians of liberal or ‘western’ political 
values, but he does so with interpretive 
models that in his view owe more to 
Gramsci, ethnohistory, and ‘cultural 
studies’ than they do to Weberian social 
science, which has long been dominant in 
(he American academy, with its emphasis 
on ‘modernisation’ ‘westernisation’, and 
rationality. Haynes proposes, in short, to 
infuse his work with a focus on “politics 
as symbolic action and discursive prac¬ 
tice". so that the intrusion of democratic 
values into political life is sect) less as the 
consequence of “forces external to the 
political process” than as a process 
resulting from “day-to-day struggles for 
power and justice under colonial domina¬ 
tion” (p S). Haynes rejects the ‘evolu¬ 
tionary’ model whereby the emergence of 
democracy is seen as “an outgrowth of a 
universal human drive for freedom (as 
defined in western terms)” and the accep¬ 
tance by the non-western world of the 
values associated with liberalism as 
somehow "natural”. It is the tension bet¬ 
ween the appeal of western ideas, and the 
constraints that colonialism necessarily 
imposed in the shaping of a democratic 
ethos, that informs Haynes’ exploration 
of the political culture that south Asian 
elites set out to fashion for themselves. 

It is with a quick sweep that Haynes 
traces the history of Surat from the 17th 
cenlu^, when it occupied a dominant 
place in India's domestic and international 
trade, to the late 19th century, fay which 


lime it had been reduced to something of 
a mofussil town, certainly a pale image of 
its former self, hovering in the shadows 
of Bombay's gigantic hulk. The ‘serious 
contraction’ in Surat’s economic activity 
owed a great deal, in the first instance, to 
the “growing insecurity of trade routes 
in the Mughal empire” and increased 
pressures upon traders by Mughal noble¬ 
men, and secondly to the establishment 
of British colonial rule Throughout this 
period of decline, and indeed into the iKHh 
century, there remained intact what 
Ht^nes, obviously invoking E P Thompson, 
calls a “moral ccohomy of domestic 
manufacture”. Business relationships were 
built around certain social ties, whether 
constituted as “joint-family. ca.ste, com¬ 
munity, and pairon-clienf relations”, 
which ensured that even in limes of hard¬ 
ship and financial insecurity merchants 
and artisans were not left without some 
means of pecuniary support. As Haynes 
points out, an understanding of this moral 
economy would suggest the severe short¬ 
comings of social science models that 
posit an incompatibility between these 
kinds of social structures and market- 
oriented economies (p 39). Although col¬ 
onialism wrought great changes, and com¬ 
pelled the reridents of Surat to adjust to 
new institutions, such as railways, postal 
services, and customs, indigenous com¬ 
mercial networks displayed a remarkable 
resilience (pp 45.46). Sural was not only 
able to retain its niche, howsoever small, 
within the metropolitan colonial economy 
by sustaining “forms of commerce that 
did not compete with European pro¬ 
ducts”, such as trade in pearls and spirals 
of silver and silver gilt, but it also 
reproduced ‘pre-existing social relations’ 
(p 50). Perhaps the transition from ‘status' 
to ‘contract* was not as compledNis some 
historians have suggested. 

Haynes moves frornnhe larger picture 
to a more microscopic riw of the dif¬ 
ferent social groups that c^prised Surat’s 
population. Under the rubric of the innfr 
politics of the dty, he considers the idioms 
by meaps of which members of the mer¬ 
chant castgt marked their presence, and 
also the plaoe of Hindu ‘communities of 
low and middie status’, Muslims, and 
nursisJn theeoontmdc; social, and cuttuial 


life of Surat. Merchants engaged in 
religious givii^g because they, no doubt, 
saw it as a form of dharmic activity, but 
just 'as significantly it allowed the 
transformation of ‘financial capital* into 
‘symbolic capital’ that worked to generate 
and enhance (heir standing within the 
cuminunily. Religious munificence i$. as 
Haynes notes, “common to Hindu com¬ 
mercial communities all over India”, but 
it has had a special plaf:c in Surat and the 
rest of Gujarat |p 6t)). There the ‘maha- 
jans' with lightly kail organisations 
constituting a form of corporate.activity, 
wielded an enormous influence not only 
m commercial affairs, but in the civic life 
of the community as well by endeavouring 
“to protect |he economy of trust from 
being overwhelmed by a commerce bas¬ 
ed on contract and courtroom” (pp 62, 
63). When, for example, famine struck in 
I899-I9<)0, the mahajans not only created 
Hindu orphanages, but also exercised 
pressure upon grain merchants, accom¬ 
panied by the threat of sanctions, to cease 
all exports (pp 66. 67). Whatever the im¬ 
pulses of capitalism, and the institutional 
pressures of colonial rule, the inner life of 
the Hindu communities continued to 
reproduce a social order where questions 
of family status and reputation remained 
predominant, “in which older idioms of 
authority met the challenges posed by 
changes in the larger world”, and “collec¬ 
tivities based upon descent often retained 
the cohesion necessary to enforce a wide 
range of groups norms” (p 80). Much lil« 
the Hindus, the Muslims and Parsis loo 
persisted with the structures and idioms 
of their social life, and “not because of 
any inherent intransigence to change^*, 
which is what those who argue for an in¬ 
alienable divide between a ‘stagnant’ India 
and an ever changing west would liM us 
to believe, “but because these social fonns 
remained relevant to the material and 
psychic needs of the population” (p 80). 

Surat’s residents lived, from the I6()i 
century onwards, under the 'rule of out¬ 
siders. The ‘oute,r politics’ of the city was 
I htis characterise by accommodation to 
the Mughais and then the British, and tMa 
took the form of, deferential behayiofir, 
tribute, acceptance of imperial patroiiai^ 
and even small acts of resistance Haynes 
does not dwell very long on Surat under 
the Mughais, for it is the advent of a new 
public culture under the Britiidit suc¬ 
ceeding the initial establishment of what 
Haynes calls the ‘Angio-Bania Order', that 
i.s the subject of his study. In the evolu¬ 
tion of this public culture ‘pubhc opinion' 
was to assume great importance for, 
though the colonisers might argue that 
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France. The war also required the intro¬ 
duction of exchange control and its ad¬ 
ministration was the responsibility of the 
Bank—a task not much to the taste of the 
Old Lady, especially as it involved direct 
contact with the public. On the whole, 
work increased greatly while staff declin¬ 
ed. In consequence, office machines 
found their way into Threadneedle Street, 
but more importantly, the employment of 
women in the Bank shot up. Very early 
in the war, in 1940, (he number of women 
employees exceeded that of men and this 
position, we arc told, has continued 
unchanged. 

The position ol women employees is 
one of the most interesting strands that 
run through the book. The bank is seen 
as always awkward and often ambivalent 
about its women staff but not entirely 
because of male chauvinism. Much of the 
work in the Bank was dull and routine in 
nature, but the standards of quality, ac¬ 
curacy and efficiency expected were very 
high. Not very much is said in the book 
about pay scales b^nd a footnote to the 
effect that they were higher than those of 
clearing banks, but with the differential 
declining. Men of the type the Bank wish¬ 
ed to employ were put off by the prospect 
of several years of routine work before 
reaching a position of some responsibility. 
Women were naturally worse placed. The 
worst job of ail, that of examining and 
counting notes, was reserved for them. It 
was cheaper for the Bank to have this vast 
and fast-growing work done by lower-paid 
women and 'young persons’, or girls 
recruited at the relatively tender age of 16. 
The other female preserves were typing, 
filing and operating office machines. 
There were enough women employed in 
all these jobs to require a supervisory 
functionary (a woman of course) 
designated ‘iControlier of Women Clerks'. 
Nevertheless, finding sufficient women 
clerks was a problem. The schools from 
which ‘young persons’ were recruited 
began to advise their better students 
against joining the Bank. There were 
other deterrents, apart from the nature of 
work, such as the need to work m Saiur- 
kiy mornings and—this is likely to amuse 
nany—the absence, in the Bank’s tity’ en¬ 
virons, of such ftKilities as shops for food 
ind clothes "which made life easier for 
working women’’. 

The war did provide opportunities for 
wmen to prove their worth, especially in 
he Bank’s branches where their skill at 
'irtuaily all the jobs previously done by 
nen was noted “with a faint but percep- 
ible air of surprise”. Nonetheless, women 
lid not derive any lasting benefit from the 
var beyond the suspension of two restric- 
ions, the requirement to quit service on 
narriage and that to come to work dress- 
id only in plain, sombre coloured clothes 


Bui women continued to have separate 
lunch sittings—and they were denied job 
opportunities at higher levels. 

It has to be added that the Bank was 
concerned about this stale of affairs. In 
1958, after "five years of almost con¬ 
tinuous examination of the problems of 
the relative pitsitions of men and women 
in the Bank”, a new ‘Scheme of Classifica¬ 
tion’ of the staff was adopted. This in¬ 
cluded a category called ‘Classed Staff 
which comprised men and women work¬ 
ing together under similar conditions of 
service. But even with this it would seem 
that women did not get very far very soon. 
In the most imporunt sections of the 
Chief Cashier’s office known as ‘Rooms 
1 and 2’, where a small group of specially 
selected clerks finalised the Bank’s ac¬ 
counts and analysed the figures, it was 
only in 1959 that a woman "did the 
books”. This was apparently a landmark 
event as Hennesy recoids the name of this 
woman. She adds “several more years 
pa.s$ed before another woman did so”. 

Ail these details of the problems that 
attended the appropriate staffing of the 
Bank of England illustrate a very signifi¬ 
cant feature—that there was (and very 
probably is) no short cut to a high posi¬ 
tion in the institution and no direct ap¬ 
pointments at the top, which meant that 
a respect for the professional expertise of 
the Bank of England was a part of the 
British tradition. The book records the 
nurturing and development of that exper¬ 
tise through the importance given to staff 
training, primarily at the instance of 
governor Cobbold. There are a couple of 
references tp discontent among the staff, 
but nothing else is added, lensions in per¬ 
sonnel relations are largely ignored by the 
author either becau.se they were not con¬ 
sidered .serious or out of a deliberate at¬ 
tempt to play down unpleasant events. If 
the latter is the case, the picture of the Old 
Lady’s domestic situation cannot be con¬ 
sidered complete. 

At the same lime, Hennesy’s light touch 
renders even dull, mundane subjects in¬ 
teresting. For instance, the chapter on 
Note Issue contains, apart from details of 
printing, cancellation and destruction of 
currency notes, an engrossing account of 
the hassles involved in the issue of a new 
series. We ate told of the tensions that 
followed the decision to use the Queen’s 
portrait on a new £ I note (the first such 
royal appearance) with sharp differences 
of opinion between the artist designing the 
note and the society photographer respon¬ 
sible' for the special portrait. 

Hennesy is equally felicitous in dealing 
with more' substantive matters. The 
TYeasury-Bank relationship is not entire¬ 
ly outsit her purview, though her interest 
in this subject of perennial relevance is 
mainly in regard to the introduction of ex¬ 


change control—something of a traumi 
for the Old Lady. The importance attach 
ed to guidance to emerging central bank 
is described and there is a remarkabi; 
clear account of the profitability of thi 
Bank. This includes certain specia 
features (the direct transfers of the pro 
fils of the Issue Department to Ihi 
Treasury and the fact of the profits of thi 
Banking Department being taxable) ai 
well as the ways in which reserves wen 
built up. This discussion brings to lighi 
the extraordinary secretiveness thai 
characterised the Bank’s relationship witi 
the public, which made the Annual Repon 
of the Bank of England “the dullest cen¬ 
tral bank report in the world’’ (R S Sayers 
quoted by the author). Tfhat the Bank had 
a responsibility in gathering, interpreting 
and publishing important financial infor¬ 
mation was accepted only after the 
Radcliffe Committee reported. 

Regrettably, the date of that crucial 
report more or less coincides with the end 
of the period covered by this book and the 
reader cannot help a slight feeling of 
frustration, hi the course of the book the 
author herself remarks on later changes 
in the Bank’s set-up. Governor Leigh- 
Pemberion in his Foreword says, “the 
Bank described here is very far from the 
Bank of today”. He commends the book 
“both to those who know the institution 
from inside and to those who know it only 
by repute”. The first category can fully en¬ 
joy this purely historical sketch of what 
the institution was like in the fairly recent 
past. But the latter category, the lay 
reader, will keenly miss the absence of an 
updated picture, especially as it will 
necessarily have to be a long wait for the 
next instalment of the official history of 
the Bank of England. Britain has a thirty- 
year ban on public access to official 
dacun«“n*<i 
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SPECIAL ARTICLES 


Consent, Agency and Rhetorics of Incitement 

Kutnkum Sanjeari 

Women's agency or transformative capacity remains problematic in both theory and practice because women 
are simultaneously class differentiated and subject to the frequent cross-class expansion of patriarchal ideologies. 

This article discusses the socially structured and often sanctioned forms of indirect agency in their specific 
articulation of consent and resistance as significant signs of the ways in which men and women make their history 
or are inhibited from doing sa 


WOMEN’S agency being a contextual 
question there are dangers even in modest 
generalisation. Nor is any generalisation 
Teasiblc about Indian women. This essay 
is confined to posing a few problems 
about a working notion of women’s agen- 
zy or transformative capacity which may 
help in more rigorous contexlualisation. 
The centrality of the question of agency 
for feminists, both in relation to practical 
yrganisation and to historical reconstruc- 
iion, needs little elaboration. Marxist and 
iocialist feminists have worked with a 
lotion of direct agency, at the point of its 
smergence into self-con.sciousness and its 
ransformation into collective political 
ivill. However, women’s agency remains 
sroblematic in both theory and practice 
because women are simultaneously class 
lifferentiated and subject to the frequent 
rross-ciass expansion of patriarchal 
deologies, their agency is not open to 
listorically self-evident modes of collec- 
ivisation. I think more attention needs to 
3e paid to the existing dermitions and con- 
nitution of agential structures for women 
n order to forge interventionary possi- 
jililies adequate to a thoroughgoing 
xililics of change. In this essay 1 will 
Jiscuu an area seldom uken into account, 
hat of socially structured and often sanc- 
ioned forms of indirect agency, in their 
specific articulation of consent and 
esistance; as significant signs of the ways 
n which men and women make their 
lisiory or are inhibited from doing so. In 
srder to understand consent, a major im- 
xrdiment to organised resistance, we need 
o work with a notion of materiality which 
:an extend from minuscule arrangements 

daily life to broader features of a social 
brmation as well as work towards a 
•harper understanding of the differences 
letween the nature of change brought 
ibout through individual acts of resis- 
ance and through collective, oiganised 
esistance. 

Feminist recognitions of systemic 
egulaiilies and ’generic* similarities— 
xMh in and across historkaliy and socially 
ipecinc contexts—have been a poignant 
ind revealing enterprise which have per¬ 


sistently renewed the question of struc¬ 
tures. Conceptions of individual or col¬ 
lective transformative agency and strug¬ 
gle are vacuous without an accompany¬ 
ing understanding of their dialectical rela¬ 
tion with determining material, epistemic, 
institutional and ideological structures 
which they both leproduce and transform. 
Perhaps structures are best seen as multi¬ 
ple, intersecting, at some levels interactive 
(Leacock 1981, p 218] and at other levels 
in dialectical contradiction, and structura¬ 
tion grasped as a continuous, renewing, 
changing, unresolved historical process. 
At once determined and determining, the 
condition and outcome of.human agency 
structures are not a fully fixed a priori-— 
some may be in place, others being evolv¬ 
ed by or displaced through the conscious 
collectivi.sation of agencies. 

I 

it may help to begin with two broad 
definitional tendencies which inflect a 
great deal of contemporary writing on 
Indian women, and which have made it 
difficult to situate, understand or evaluate 
women’s agency. In liberal schemes (often 
carelessly incorporated into mainstream 
history of different political persuasions) 
a historical process which has produced 
the split between the political and the 
economic as well as an ideological divi- 
..sion between the public and the private 
as discrete domains, is unquestioningly 
analysed in its own terms. This has led to 
conceptually identifying women's agency 
with direct or conscious political action 
and with direct participation in the 
capitalist labour process. Not only does 
such a conception of agency usually 
devolve on narrow notions of political or 
economic participation, but it is based on 
a devaluation of women’s labour and an 
oven^uation of their social passivity. The 
work' of several socialist and Marxist 
feminists has shown that the domains of 
both the political and the economic 
expand contideraMy when they are 
gendered, and has challenged the notion 
of women being either peripheial or 


passive (Etienne and Leacock 1980, p 4). 
However, procreative activity, household 
labour, subsistence labour and other 
forms of the sexual division of labour are 
seldom integrated into the political 
economy. The division of public and 
private into discrete domains, when uken 
as an a priori instead of as a changing 
historical variable functions as a form of 
obfuscation. The effects of this division 
at a given historical moment—women’s 
lack of direct access to the ’public* sphere 
or to direct forms of social action as well 
as the production of corroborative 
patriarchal ideologies—are used not only 
as an indice of women’s existing agential 
capacity but become the theoretical grid 
through which their agency or emancipa¬ 
tion is defined. This not only theoretically 
reproduces, even reinforces the division, 
but forecloses a rigorous historicisation of 
the categories of the private and the public 
(Sangari and Vaid 1989, pp 10-11]. In prac¬ 
tice tpublic’ and ‘private’ not only inter¬ 
penetrate in various, often systematic ways 
(Jaggar 1983, p 146] but are product 
together, connected in relations of con¬ 
densation or displacemerit and display 
different levels of articulation, in this 
sense the ‘private’ sphere is a distinct 
‘political’ site for the direct and tangen¬ 
tial formation of the gendered subject. 

A major obstacle to the theoretical 
expansion of the political and the 
economic is the virtual absence of family 
histories even of 19th and 20th century 
India, with the notable exception of some 
field studies, by feminists. Without 
histories of the articulation of families 
with political structures and the economy, 
we can only speculate about the differen¬ 
tial ways in which divisions between the 
public and private have been made, both 
in terms of class and in terms of a sec¬ 
toral development of capitalism in the past 
two centuries, the diverse housdioM. struc¬ 
tures which sustain a specific mode of 
production, or indeed the nature of the 
household structures which sustain the 
complex articulation of surviving and 
emerging modes of 'production, the 
changes in the definition, ootpomle power 
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and afTective relations of kin groups, the 
structural changes which occur for women 
with the insertion of families as a unit of 
consumption in the market economy and 
with the introduction of land as pnvaie 
properly and commodity, the reorganisa¬ 
tion of labour patterns (including the 
sexual divisions of laboui) with in¬ 
dividuals beginning to replace family units 
or kin-based groups, the loosening of 
family lies amongst migrant labour, or the 
extent to which the household remains a 
unit of production thereby giving a dif¬ 
ferent leverage to the ‘private’ sphere. 
Apart from the complacent neglect of 
feminist i.ssues and the consistent evasion 
of their capacity to alter our understan¬ 
ding of history as a whole, the changing 
and contingent histories of families have 
also been neglected because main.stream 
historians scarcely acknowledge other 
forms of productive activity or labour 
outside the designated spheres of artisanal 
labour, agricultuial labour and the work¬ 
ing class, and virtually refuse to acknow¬ 
ledge gender differentiation as an integral 
part of class foimaiion. In the political 
domain it is becoming possible to indicate, 
at least superficially, how the stale, im¬ 
plicated in familial ideologies, intervenes 
in the valuation and definition of laboui, 
as well as legally in marriage, inheritance 
and other areas endorsing and reproduc¬ 
ing divisions of public and private. 
However, at least three significant areas 
remain obscure; the way at any given time 
the state changes (he wider context in 
which local and kin-based power sum 
(ures operate; the degree to which state 
structures penetrate local power and 
authority structures and so become 
involved in the manipulation of marriage, 
caste or kinship rules; and the range of 
actions which lake forms that arc dtITicult 
to fit 'into commonly understood typo¬ 
logies of organised political activity 
[Moore 1988, pp 131, 179). 

On the other side, a side often more 
alert to feminist i.ssues, an equally narrow 
culluralism has emerged ir which the sub¬ 
jectivities and perceptions displayed m 
literary or cultural production are pro¬ 
jected as the privileged if not sole forms 
of women’s agency. The creative aciivity 
of women is not only pitted against an 
amorphous notion of patriarchal restric¬ 
tion but also posited as a separate tran¬ 
sgressive space—a space for overly in¬ 
dividualised ‘private* resolutions. These 
resolutions, howsoeve: worthy of aiicn- 
lion and respect, seem to make any direct, 
collective confrontation of power struc¬ 
tures redundant. One problem in such 
analyses is that patriarchies, themselves 
seen as either ideological constructs or as 
a set of more or less customary constraints 
in the ‘private' sphere, become cither a 


singular or inverse determinant of 
women’s creative activity. Where they are 
a singular determinant, the other material 
and historical co-ordinates which suffuse 
even the formal properties of literary and 
cultural production are ignored while 
discursive and ideological construciiom 
arc presented as if they operate outside the 
play of other determinations. Ironically, 
this only functions to circumscribe the 
wider social agenc 7 of ihc very modes ol 
cultural production being valorised. The 
projection of patriarchies as an inverse 
determinant is underwritten by the 
curious assumption that patriaichie.s 
preclude creativity per se. All forms of 
social inequality undoubtedly block ofl a 
great deal of human potential but equally 
we know that in prc-capiialist social foi- 
mations, divisions of labour by caste, class 
or gender produced specialised enclaves 
of creativity, including artisanal forms, 
which often made for the ‘aesthetic’ 
deepening or enhancement of certain 
forms of daily labour. A characteristic 
fallout of the writing within such a 
framework—which displays different 
degrees of investment in the ’necessary 
non-correspondence’ of the ideological 
and the materia)—has been the naive 
separation of ‘cultural* from ‘material’ 
agency, whereas in fact since patriarchies 
are sustained in both base and superstruc¬ 
ture in ways which mark the reciprocity 
of the two, the material factors which 
shape women’s agency are seldom 
separable from the cultural forms or prac¬ 
tices which embody them. Indeed the 
osue here could well be that of the 
lOeological determination of women’s ac¬ 
cess to eithei .socially accepted languages 
for expressing or political modalities for 
constituting individuated and collective 
interests. 

A related tendency is visible in reviews 
of the spheres of ‘power’ reserved 
for women in ‘traditional’ and ‘semi- 
iraditiottal’ societies like ours. Quite apait 
from the frequent rehash of the tradition- 
modernity binarism, heie such spheres are 
read as signs of women’s agency oi as 
spaces for theii subjectivity within 
recognisably unequal societies, or even as 
signs of the transgressive excess by which 
women escape being fully contained by 
social structures. Though often written 
from avowedly aiui-cnlightenmeni or anti- 
colonial positions, they display an inor¬ 
dinate and helplessly ‘modern’ respect for 
traditions’ in a country which is benh 
renowned for its many coercive and op¬ 
pressive traditions as well as rich in le.s.ser 
known sirand.s of irreverence. This toii- 
icmporaiy reverence for transgression and 
alicrnaie spaces, howsoever feminist in its 
oMcnialion, leaves little space for making 
alternatives outside traditions. Further, 


this reverence is but a short step away from 
interpreting women’s access to all forms 
of pow er-even in conseivative, indigenist 
or right wing formations—as self legi¬ 
timising and/or inherently subversive. In 
political terms it amounts to a capitulaiive 
tendency and that too in a charaaeristicai- 
l> ‘feminised’ mode, i e, working through 
a play of compcnsa(ion.s. I'ransgressions 
or subversions ettn perpetuate power 
structures unless they are linked to other 
collective, confrontative, radical forces of 
change.' On the whole, in evading the 
precise social content and ideological 
location of these valorised spheres of 
female ‘power’ and so of their subversive 
potential, this tendency implicitly refuses 
to recognise how patriarchies function. 

Patriarchies —I use the term broadly to 
denote systems of subordinating women— 
function simultaneously through coercion 
or the threat and practice of violence, 
through making a wide social consensus 
drawn from and dispersed over many 
areas of social life and through obtaining 
in various ways, different degrees of con¬ 
sent from women. Women’s agential 
capacity within so-called ‘traditional’ 
societies and accompanying discursivtties 
may actually be one of the ways by which 
consensual elements in patriarchies are 
often made—for unless certain distribu¬ 
tions of power are made within patriar¬ 
chal arrangements it is difficult to imagine 
how any degree of consent from women 
can be obtained ■ 

II 

In the loilowing paragraphs I will 
sketch a working notion of patriarchal 
sysicnis within a class differentiated social 
formation—refening only to patrilineal, 
patriiocal and not to ciihet matrilineal or 
trihal ^yoemv My emphasis will be on 
consensual elements which are usually 
neglected but arc important in building an 
understanding of agency and my attempt 
will be to shift the locus of consent from 
victimisation and/o' the ideological 
misperception of their own interests by 
women to the wide social processes in 
which patriarchies are embedded. 

Women’s agential capacity is distinct 
iiLsofar as women are subject to the deter¬ 
mination of patriarchal structures.’ 
Patriarchies are resilient not only because 
they are embedded in social stratification, 
divisions of labour, other political struc¬ 
tures, religious/cullurai practices, institu¬ 
tions and categories, but also because of 
the contractual and consensual element in 
them, which along with patriarchal 
systems is open to constant and consistent 
reformulation. These elements, stretching 
across a continuum from acquiescence or 
passive acceptance to active collusion, 
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need to be analysed not only as produc¬ 
ed through the coercive and ideological 
operation of patriarchies, but also as 
specific articulations of patriarchal 
ideologies and material factors; the bases 
of these elements, which he in the social 
structuring and particular material base 
of a patriarchal system, also seem to 
inhere in the very mechanisms of its 
reproduction—a process to which women 
are subject but of which they may also he 
agents. The persistence of these elements 
may have some connection with the fact 
that the modalities of the reconstitution 
of a patriarchy work through both overlap 
and reformulation; over a period of time, 
its various constitutive elements may have 
different durations and tempos of change 
Women’s consent is neither an essential 
nor a historically frozen category, but a 
pan of this uneven process of the 
reconstitution of patriarchies. 

The question of consensuality is a com¬ 
plicated one. Since patriarchal systems are 
linked to others, neither the consent nor 
the resistance of women can be interpreted 
as a manichcan drama with an envelop¬ 
ing patriarchy alone So when women ac¬ 
cept. consent to, aie coraplicit with or 
invest in patriarchal values, practices or 
arrangements, it need not be construed as 
consent to these alone since the patriar¬ 
chies they arc subjected to are simul¬ 
taneously located in specific modes of 
production, in cla.s$ structures and in par- 
ticulai forms of caste-class inequality. 
Conversely, patriaichies help in in¬ 
culcating an acceptance of .social inequali¬ 
ty in different historical periods and in 
making structures of deference which are 
wider than the relations between men and 
women. In other words, patriarchies are 
not only laterally related to other struc¬ 
tures of legitimisaiion but entci the wide 
dialectic uf social iegitimisation needing 
commensurate biiiad-hased forms of col¬ 
lective resistance. (Howevei, while palriai- 
chies are variously related to oihcr struc¬ 
tures of social inequality, they remain 
distinct and are not collapsible into them.) 
Though the relation between classes and 
patriarchies is complex and variable, being 
boih direct and indirect, and class forrna- 
lion and social differentiation are 
ihemselves uneven and contradictory pro¬ 
cesses, even so women's consent or invest¬ 
ment may extend to those structures in 
relation to which that particular patriar¬ 
chy operates and is open to a class dif- 
ferenlialcd analysis. Further, consensual 
elements may cither be garnered from 
without or honed from within patriarchid 
arrangements. Consequently, the problem 
of evaluating the hegemonic power or 
social effectiviiy of a so-called determi¬ 
nant is knotty, entangled with many other 
questions about the role it plays in the 


reproduction of patriarchies and other 
related structures, as well as about the 
nature and degree of the ariiculaiion of 
particular patriarchal structures with 
others. I would go so far as to .say that 
just as the conditions which govern 
women's consent are wider than painat- 
chics, so women’s consent may itself be 
one of the nsxfes of the condensed arti 
dilation of patriarchies with other 
sos'ial structures in specific historical 
conjunctures. 

The means by which a degree s>( 
reciprocity i.s established for consensual 
and contractual elements in patriarchies 
may be both material and ideological; 
careful analytic distinctions would need 
to be made between consent resting on 
material arrangements which guarantee 
women rights, compensations or protcc 
tion ((despite the usual asymmetry bet¬ 
ween rights and obligations), consent 
resting on ideological ensembles which 
offer at best precarious, at worst illusory 
rights, compensations or protection, and 
con.sent resting on forms of coercion 
which push women towards normative 
behaviour.^ The consensual, contractual 
elements combine agential power wiih 
subjection for women and produce a 
mixture of consent and resentment. They 
would seldom produce just consent. Nor 
is there anything straightforward about 
the element of consent since it may rest 
on a series of factors ranging from 
wide social consen.<ua!ilies, economic 
dependence, social pressures congealed 
into structural necessities or dispersed as 
moral systems, the pull of affective rela¬ 
tionships and the fserceived legitimacy of 
the oiler to protect women from the 
patriarchal violence of other individuals 
or groups The particular articulation of 
consensual and coercive elements within 
patriarchal systems would also be shaped 
by a range of other factors including the 
nature of women’s access to resources and 
insertion into the labour market as well 
as the interplay bi’tweeft women’s produc¬ 
tivity or participation in ‘recognised’ 
forms of labour and in ‘invisibilised’ 
forms of labour. Even so women's im¬ 
plication in the contractual, consensual 
elements of a patriarchy, not only puts 
them in a contradictory relation with that 
patriarchy itself but also tends to situate 
their social agency in fairly contradictory 
fashion as both complicit aitd tran¬ 
sgressive. There is not much to be gained 
in valorising one term over the other, both 
need to be seen in relationship to each 
other and to the reproduction of any given 
ensemble of social relations. 

A class differentiated analysis of con¬ 
sent would need to bear in mii^ that while 
patriarchal arrangements differ, and sex¬ 
ual divisions of labour occur within a 


specific set of social relations, patriarchal 
ideologies have more fluid, permeable 
boundaries. Women from the propertied 
clavses or the upper layers of social hierar¬ 
chy should especially be looked at in the 
full range of complicities and extracted 
compensations. Women may often derive 
iheii class status from men but they con¬ 
jointly live out class relations and par¬ 
ticipate in ihcir reproduction. They share 
to some extent the siruciural capacities 
deiivrd by the class as a whole by virtue 
of Its position in the relations of produc¬ 
tion. The modalities of their oppression 
deny women from the uppci and middle 
strata many ol their interests and rights 
(both de Jacio and de jure) but do they 
deny all those which accrue to a class? 
Does their conseni rest lUi the pincer logic 
of bondage produced through caste-class 
afFiliations and privilege or power cxcer- 
cised over others? We have to think quite 
.scFiou.sly about the class, caste and com¬ 
munal assertion which is built into 
patriarchal norms, as for example the 
good wife in middle class domestic 
ideology, or the chaste upper ca.slc Hindu 
woman. Both carry a set of aggressions 
and are not as innocuous as they seem. 
In other words the question here would 
be about the forms ol social agency which 
can accompany normative patriarchal 
ideologies and the degree of customary or 
class or otherwise institutionalised power 
they provide some women over others— 
whelhci men or other women.' 

Women from the labouring classes, who 
broadly speaking are not in a position to 
exploit the labour of other individuals or 
cla.sses, are subject to different patriarchal 
systems, though some aspects of these arc 
structurally related to the patriarchal prac¬ 
tices and ideologies of the upper strata, 
their ‘consent’ is nuanced dilfercntly, 
often even centred on the facts of their 
wide-ranging social subordination. Tied 
to the family unit in an economy of sur¬ 
vival, subieci to ihe ccKrcive patriarchal 
practices of theii own class as well as to 
the exploitation ol iheir labour and se,\- 
ualiiy by upper .strata, women's ‘accep¬ 
tance’ IS {>oised at the nodes where at least 
two contradictions are at their most 
acute; that between the economic and 
ideological dimensions of the family as 
well as that between the myth of the 
resptmsible male protector provider which 
men are either unable oi unwilling to live 
up to and the realiiv of women’s labour 
as being an indispensable and sometimes 
primary source of the family subsistence. 

Ciivcn the complications of consent, 
our starting point could well be to for¬ 
mulate the questitms which are latent in 
just this insistent, structural pressure pro¬ 
duced by women’s contradictory hxration 
in patriarchies: who or what women’s 


Economic and Political Weekly May I, I9(f3 


m 




f 

p 


I 

I 

P 

P 

p 

P 


P 

P 


p 

I 

l!S 


P 


I 


I 





*iR«ft«r ftiik-anw 

EXPORT-IMPORT BANK OF INDIA 

AUDITED BALANCE SHEET AS AT 31ST MARCH, 1993* 


LIABILITIES 

Ra. 

1 Capital 

335.57.71.329 

2 Reserves 

181,87,24,706 

3 Profit 8 Loss Account 

12.00.00.000 

4 Notes. Borxls & Debentures 

S23.9S.00.000 

5 Bills Payable 

— 

6. Deposits 

— 

7 Borrowings 

1103,37.67,795 

8 Current Liabilities AProvisions 

245.03,94.683 

9 Other Liabilities 

214.05.19,391 

10 Reseive lor possible loan losses 

77,59.60,895 

Total 

2693.46.38.799 

NOTE; Olhai Liabilities mJcude Rs 109.89,32.148 being Resenie 

loi Exchange Fluctuations in respect of loieign currency assets. 

CONTINGENT UABIUTIES 

Acceptances, Guarantees, 

Endorsements & other obligations 

1213,37.27,000 


ASSETS 



Rs. 

1 Cash and Bank Balances 

143.78.21.664 

2. Investments 

250.84,23,937 

3. Loans 8 Advances 

1667.91,39.902 

4. Bills Purchased. 


Discounted. Rediscounted 

174,00,00,000 

5. Fixed Assets 

8.89.SS.486 

6 Other Assets 

448,02,97,830 

7 Profit 8 Loss Account 

— 

Total 

2693.46.38,799 

NOTE: Foreign Currency bank balances equivalent to 

Rs 1648,93,54,718 held on agency account and the 

corresponding amounts payable, subject to fulfilment 

ot certain conditions, are not included in tbe above 

Balance .Sheet 



PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31 ST MARCH, 1993 



EXPENDITURE 

Ra. 

\ 

Interest 

127,50.87,245 

2 

Credil Insurance (including Guarantee Fee) 

1.12,02,436 

3 

SlaW Salaries. Allowances, etc. 



and Terminal Benefits 

2,15,66.653 

4 

Directors and Committee Members 



Fees and Expenses 

— 

5 

Audit Fees 

65,000 

6. 

Rent, Taxes, Electncity and Insurance Premia 

2.06,47.982 

7. 

Postage, Telegrams and Telex 

80,06,703 

8. 

Legal Expenses 

4,28,853 

9 

Other Expenses 

5,43,15,486 

10 

Depreciation 

2,86,07,149 

11 

Transferred to Reserve lor possible 



loan losses 

— 

12 

Profit carried to Balance Sheet ** 46.71.31,740 


Total 

188,70.59,247 


INCOME 


(Less provision made during tbe year lor 

bad and doubtful debts and other usual and 

necessary provisions.) 



Ra. 

1, Interest and Discount 

183.99,43,447 

2 Exchange. Commtsslor^ 


Brokerage and Fees 

4,18.80.356 

3 Other lr>come 

52.35.444 

4 Loss carried to Balance Sheet 


Total 

188,70.59,247 


** of which Rs 34.71,3t .740 is transferred to Reserves and 
R$ 12.00,00.000 IS payable to Government as dividend on capital 


* Abndged and relates to the C^neral Fund. 


ITHE PAST DECADE : HIGHLIGHTS I 


ButinMS grows annually by 28 percent 

Loan sanctions lnc.'ease by 28 per cent 
Disbursements increase by 32 per cent 
Loan outstandings increase by 30 per cent 
Guarantees issued increase by 23 per cent 
Export bids Increoee annually by SO per cant 
Export bids approved aggregate Rs. 50,000 crores 
(approximately) 

Export contracts finalised aggregate Rs QSOO crores 
(approximately). 

Exports to 60 countries. 

Export mailiets, products divsrslly 
New products' Design, manufacture, supply and 
commissioning of gas turbine generator sets in 
Malaysia, an example o( a turnkey project; civil 
construction work of laying 211 kms pipeline for 


transportation of petroleum products in Indonesia, an 
example of a construction project. 

Service contact for operation and maintenance of a 
cement plant in Saudi Arabia. 

Printing machinery and silk designer garments to USA, 
tissue culture plants and studded jewellery to Jajsan, hand 
made carpets and dried flowers to EEC. examples of 
product exports. 

Components ot our stratogy 
Competitive finance lor product development, investment 
capital, export verxfor development, export markcrting and 
term export credit. 

Export advisory services. 

Analytical research on markets and export opportunities. 

All • part of 8 composite strateoy. 


EXPORT-IMPORT BANK OF INDIA 

Moro Ifian augiorf Ananc*. wwcraaiaoxportcayMfafNHM. 

Hoodqu a rlo ri : Centra Oie, Boor 21. World Trade Centre. Cuffe Parade, Bombay 400 005. 
Phone: 2185272; TMex: 011-85177 EXIM IN; Cable: EXIMINOIA; Fax; 218S07S 
Oflioaa: New Delhi • Catcutla • Madras • Bombay - Bairgalore • Abidjan • Washington D.C. • Singapore 
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agency is on behalf of. .the quality and 
precise nature of the combination of 
power and subjection, the cost of either 
such power or of subsistence within com¬ 
pensatory structures for women. Do we 
want them at all? Are all modes of em¬ 
powerment for women equally desirable? 
Do we prefer to define ourselves not 
merely as we are but also as we would wish 
to be? Are the rights or compensations on 
which consent rests structurally available 
to all women of that group or to some? 
How would collective struggle effect 
them? How far do contractual and con¬ 
sensual elements persist becau.se of the 
ab.sence of external support stiuctures for 
women and how far do they actually in¬ 
hibit their formation? 

As far as the question of the contradic¬ 
tory structuring of women’s agency within 
families is concerned i think aiialy.ses need 
to be rcinficcted in at least two ways. 
Firstly, we need to attend to the gap bet¬ 
ween familial ideologies and the family as 
a social entity or a concrete constellation 
of relationships and resi.st the tendency to 
read the desired ideals of familial ideolo¬ 
gies as the existing structure and organisa¬ 
tion of households at -any historical 
moment (Coontz 1980, p 13; Moore 1988, 
p 117; Barrett 1982, p 8SJ. Given the 
plethora of ancient and modern prescrip¬ 
tive texts which have functioned as modes 
of ideological homogenisation disguising 
both the contests undertaken and the 
actual heterogeneity of family arrange¬ 
ments, It is misleading to read prescrip¬ 
tive texts as unproblematical descriptions 
of family forms: familial ideologies arc 
not reproduced mechanically in the family 
as a material institution. 

Secondly, families need to be seen not 
merely as an undifferentiated site of 
women’s socialisation and oppression but 
also a site of struggle and of the daily 
recreation of inequality in which women 
participate. In at least the 19th and early 
20th centuries, class formation and emerg¬ 
ence has not been tantamount to class 
solidarity; given the range of intermediary 
strata between, direct producers and the 
state; horizontal affiliations have con¬ 
tinuously been made in part through 
reconccptualising the family as a social 
unit, a unit for the social reproduction of 
caste and class inequality. From the 
‘middle-class’ writing of this period, there 
is evidence not only of the contentious 
relation between existing or emerging 
ideologies and actual household arrange¬ 
ments but the family also appears to have 
been a self-tonscious arena of heated bat¬ 
tles about the regulation of sexuality, the 
definition of gender roles, control over 
marriage and reproduction. At the same 
time; familial ideologies—compounded of 
romantic love, female nurturanoe and self- 
sacrifioe; masculine protection and finan- 
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cial support—were becoming a way of 
distinguishing between classes. With 
upward mobility being uneven, significant 
differentiation emerged within families 
even generationally; there is ample evi¬ 
dence of the differential enactment of 
class as a relation by individuals within 
a family—in nuclear units identifying with 
wider kin networks, in extended families, 
and in the nucleaied units of semi- 
cxicndcd families. Different external class 
locations being played out by individual 
members within a family surface in 
memories and descriptions of conflicts, 
rivalry, shifts in power, resentment, and 
were sought to be resolved in a fixing of 
status through various kinds of family 
narFaiives. further, in these narratives in¬ 
dividuals appear as the complex bearers 
of past, emergent and desired class posi¬ 
tions. How were women located in such 
intra-family class divisions? What was the 
nature of the contradiction between the 
moral onus on women to hold family 
units together and the actual suspension 
of morality in such friction or abrasions 
within the family? One facet of this may 
be the evident struggle over control of 
available resources. Women seem to have 
been as much a party to this as men 
especially where household resources were 
concerned. The politics of the household 
seem to be structured according to the 
degree of access women have to patriar¬ 
chal power (as for instance the mother- 
in-law), in the form of some control over 
the redivision of household labour among 
women—daughters, daughters-in-law, un¬ 
married women and especially widows, 
over marriage alliances, over sons and in 
other forms accruing from an acceptance 
of delegated or sunogate patriarchal roles 
which included the surveillance of other 
women. Not only did these produce ten¬ 
sion among women but ensured that in 
family situations women were only able, 
if at all, to form an uneasy collectivity. Is 
it that con.sensua! elements in patriarchy 
functioned to divide women both within 
the family and in a broader sense? Did the 
.struggles within 'middle class’ families for 
power open avenues of ‘compensatory’ 
power for women though they seldom 
altered their position in other ways? Did 
the invisibilisation of women’s household 
labour also push them into compensatory 
structures? What was the precise nature 
of the articulation of affective relationships 
and material factors in families as well as 
the nature of the bonding which took 
place across this range of contradictions? 

Ill 

The question of feminist histonography 
is an extensive one and here I wilt discuss 
only a few aspects related to agency and 
consent. 

1993 


The historical constitution of notions 
of ‘female agency’—as offered cultural 
abstractions—have an especial bearing on 
the problem of historical reconstruction 
and constitute another reason for discar¬ 
ding the simplistic notion of a woman 
acting for ‘herscIP. Who is .she? So 
thoroughgoing is the social constitution 
of notions of femaleness, self or identity, 
that the question of women’s agency is in¬ 
escapably linked to or determined by 
othci available histories—family, class, 
religion, other existing notions of moral 
order, extant modes of individuation and 
collectivisation. With patriarchies being 
tied into cosmological or bourgeois moral 
notions, women's consent may not always 
be instrumental or ‘rational’. 

The question of dispersed social ‘iden¬ 
tities’ also arises; wotnen’s identity like 
other social identities need not be sought 
along a single unified axis. It may be 
useful to interpret multiple identities 
through several crises-crossing ideologies 
rather than a single one. However, these 
multiple identities may exist, not as 
atomised entities but in signiftcant rela¬ 
tion with each other at other levels of the 
social formation, especially since hege¬ 
monic ideologies may themselves operate 
at different sites. 

One problem of historical reconstruc¬ 
tion then hinges on understanding the 
particularly complex relation which ob¬ 
tains between social practices and repre¬ 
sentational forms. Since patriarchies func¬ 
tion in and through relations of produc¬ 
tion and divisions of labour as well as 
through diverse forms of discursivity, the 
material and discursive are mutually 
implicated—but there is no single relation 
between the two. Material and discursive 
modes of constituting women’s agency 
may coincide or conflict. The connection 
between the material and discursive may 
not always be open to direct description; 
it may be more available through the con¬ 
tradictions and consensualilies generated, 
which serrate both offered ideologies and 
enacted agencies, indeed, the peculiar em¬ 
phases of consehsualities is one way of 
marking a possible or latent contradic¬ 
tion. For instance, prescriptive condensa¬ 
tions and narrative elaborations play (wt 
consensualities in different ways. Pre^p- 
tive texts may be as much histories of dis¬ 
sent and social contests—since patriardial 
ideologies too are formed through pro¬ 
cesses of social contestation—as of hej^- 
monic ideologies and achieved cohesion. 
Their desired ideals are open to being 
measured against the social ‘imperfec¬ 
tions’ or ‘aberrations’ which they seek to 
contest or eradicate, and they require sus¬ 
tained analysis as thematised, mediated, 
often contradictorv documents. Further, 
though they function as pressure, oHered 
prescriptions and ideologies, however 
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Slringenu are seldom identical with 
enacted agencies or the actual range of 
possible choices. 

Nor can a straightforward opposition 
between prescription and ageni-y be main¬ 
tained. Rather, for feminists it remains im¬ 
portant to see women as evaluative agents, 
even as simplistic and csscntiafist notions 
of women are rejected and a sen.se of how 
deeply women arc embedded in ideologi¬ 
cal and epistemological structures is re 
tained. Fven when evaluation is not ar¬ 
ticulated or part of an explicit political, 
collective self-consciousness on the part 
of women, there may be an implicit 
evaluation oi patriarchal structures acting 
as both horizon and limn (enabling cer¬ 
tain forms of agency while restricting it 
in other formsj, as well as of the forms 
of agential power available or denied 
within patriarchal consensualities 

Narrative elaborations, each beating 
their own social and formal histories, 
refract, work out, extend or repress poten¬ 
tial social agencies, they can play a signifi¬ 
cant role in making relationships between 
offered and practised agencies, re entering 
the latter into evaluative systems of ascrip¬ 
tion and so may even attempt to refold 
widening social agencies into normative 
modes. Narratives themselves need to be 
evaluated in a matrix of social practices, 
especially since they may, situaiionally 
acquire direct agential roles. Perhaps the 
degree to which a narrative or prescrip¬ 
tive unit (or for that matter any particular 
.structure) is implicated in both base and 
superstructure, will effectively incFcase its 
capacity to determine, as indeed wilt the 
degree to which a particular structure is 
dispersed in the social realm as well as 
over time as a culturally consolidated or 
sanctioned unit. That is why in looking 
a( the sedimented histories of prescriptive 
and narrative forms, an understanding 
needs to be developed that they bear not 
only the histories of patriarchies but of 
many different social tensions. 

The co-ordinates of women's agency 
need to be csuiblished—the conditions of 
possibility, of proscription, of loopholes, 
of contradictions—before racing to con¬ 
clusions about it. How is agency being 
defined or redefined at that moment-—in 
the range of material factors, historical 
circumstances and ascription? A transi¬ 
tional historical moment, for instance 
medieval bhakti or the 19th century, may 
open possibilities unforeseen in 'discour 
ses’ alone because of social disjunrtures, 
the inconsistencies, or even schisms bet 
ween women’s agency as it is represented 
and as it is practised, the qualitative shifts 
in the historical constitution of volition, 
subjectivity, female knowledge, and the 
changing relation between moral strictures 
and affective stniciurcs [Sangari 1990, 


1991]. The conjuncturai sites o> 
underdeterminarion are also of some im¬ 
portance; the points at which agencies slip 
through structures—in new situations, at 
traasitional moments or in liminat areas; 
those factors which allow individual 
women to act differently, independently 
or even contrary to the demands of struc¬ 
tured relationships: and the situational 
ability of individuals to act against their 
own immediate interest to maintain struc¬ 
tured relations of collective power—c g, 
family, caste, community—leading to 
complicated forms of ‘self oppression 
and/or oppression of others. In each 
reconstruction the delicate and variable 
relations between ideologies and agencies 
comes up. 

Historical reconstruction then becomes 
a matter of provisionally eliciting .struc¬ 
tures, through the aggregation of actions, 
events and agencies, of narrative, prescrip 
live and other discursive genre.s and per- 
tormative modes, of divisions of laboui, 
mechanisms for the generation of surplus 
and the distribution of resource.s, family 
forms and households arrangements, and 
so on. Through the juxtaposition, colli¬ 
sions, contradictions of these not only 
could practised agencies be reconstructed 
to some extent, but a recursive relation 
between structures and agencies may be 
tentatively established. 

At one level, ‘.structure’ is an approx¬ 
imation through analytic abstraction, a 
cognitive grid of a social terrain more 
complex or dense than the sum of struc- 
tutes which may be seen to constitute it. 
Not only may a social formation contain 
a subjectively valid underlife of forces and 
events for which there may not be decisive 
evidence, and where the nature of these 
events or forces may preclude even im- 
manenily objectified traces [Brown 
1986-87, p 158; Kaviraja 1989, p 36], Out 
there may in social practices be inflections, 
asymmetries, interpretative possibilities, 
cultural densities, a range of actions and 
choices available to individuals which can¬ 
not be mechanically read off from struc¬ 
tures. The scarcity of information (which 
accompanies the history of all but ruling 
groups) compounds this problem of his¬ 
torical retrieval for femini^ historio¬ 
graphy. Feminist historiography then 
exceeds normative rules of evidence, 
looking, as it must, at the frontiers of ar¬ 
ticulation for the props of patriarchal 
structures. 

IV 

Symbolic attribuiion, social ascription, 
ideologies and narratives interact in an 
emphatic way in maintaining the sexual 
division of labour and in structuring 
women’s reproductive role; this combin¬ 
ed with women’s maiginality in the 


lOeoiogicaiiy oeiinco puouc spiicrc^ nas 
often pressed the practised and ascribed 
agency of women into convoluted shapes, 
into shifting and displaced inten- 
lionalitics. Social discursivities in turn 
have been important in determining the 
cultural forms which these convoluted 
agencies will, can or should lake. 

An interesting narrative unit of con¬ 
voluted agency, female incitement, is 
dispersed in many social spaces as well as 
aciuss lime; it occurs as biography, 
auiohiogiaphy, uialily, cinematic type, 
political di.scuurse of nationalist and now 
communal parties. The instances are 
numerous and many are common know¬ 
ledge, finm Surupnakha, Maiithra and 
Kaikeyi in the Ramayana, Kunii, Vidula 
and Draupadi in the Mahahharata, to 
numerous Rajput women in I9ih and 20th 
century narratives and now to party 
ideologues like Sadhvi Riihambara. A 
history of the proliferation and change of 
this unit in different 'formal' structures, 
its crystallisation as a culturally con¬ 
solidated or sanctioned unit, would be an 
undertaking in itself. I will discuss it here, 
very briefly, not as an illustration of the 
foregoing discussion but only as a way of 
raising further questions. 

Female incitement—women calling 
upon men to act—is a politically charged 
di.scursive unit which marks the entry of 
women (who may sometimes be under 
ihfeai of sexual violation) into surveil¬ 
lance of a male ’public’ domain by calling 
paternalistic patriarchy to account in 
recognised forms of surrogate action, or 
it may even mark the entry of women 
themselves into the ‘public’ sphere. It may 
exist at the ign.se interface of agency as it 
IS ascribed to of proffered to women and 
as it IS, often within these terms, 
represented in narratives or taken up by 
women in their lives and used, often 
unsetllingly, in ways which may reproduce 
or transform it. Incitement exists at the 
intersection between the ‘political’ and 
‘domestic’, between gender relations and 
other power relations, occupies an uneasy 
boundary between the respective logics of 
women's consent and resistance rearticu¬ 
lating their relationship in different ways. 

If, as a convenient entry point, a 
generalised semantic is extract^, it reveals 
three related features. First, that women 
share the values for which men are being 
incited and have a stake in the sodal rela¬ 
tion which is sought to be preserved. 
Second, that they cannot act independent¬ 
ly and directly on its behalf but must act 
through men; they can be the active custo¬ 
dians of those values and soda! relations 
but they cannot usually take action 
(generally militant or public) themselves. 
Third, that if incitement is to carry an 
inspirational connotation, women must 
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never name the social relation they are try¬ 
ing to preserve or present it as a personal 
or material interest: they am only name 
the abstraction—family, honour, religion, 
nation—to which that social relation is 
either ditealy atuched or which mediates 
h. If women name it (or rather give it no 
ether namC?) and/or state their own per¬ 
sonal stake in it, then it acquires a mdig- 
nani connotation; they become status 
conscious materialists, conniving in¬ 
triguers, women leading men astray, 
wicked manipulators.* In the naming and 
the not naming resides the distinction bet¬ 
ween villainous and heroic inciting 
women. Since men ate usually perceived 
as having both rights and duties, while 
women as having primarily duties, any 
daim to ‘r^ts’, unless effectively disguis¬ 
ed, becomes a sign of women’s e^ nature: 
The same structures which push women 
into forms of convoluted agency also pro¬ 
duce or ratify misogyny, in this case as 
systems of representing and characterising 
that agency as malignant. Though both 
’good’ and ‘bad’ inciting -women reflea 
a consensuality of values, the distinction 
between them also rests on the fact that 
in relalion to both the constitution of 
social values and of material structures of 
inequality, patriarchal structures ate part 
of a connected series. ’Undisguised* 
material or personal interests can be 
designated as illegitimate or malign female 
qgency because by taking recourse to these 
women may interrogate or ‘expose’ not 
only the material bases of a patriarchy but 
also of a large number of social 'values, 
endangering the entire dense imbrication 
of patriarchal strictures with the other 
related social structures. Conversely in its 
inspirational forms it can be legitimate- 
even be a sign of female ttrength— 
because it may actually assist in either in- 
legrating patriarchies with, or refor¬ 
mulating them in relation to, other 
fckoh^cal coherences or consensualities, 
for instance, those of Community' or 
‘nation’. 

At another level the inciting woman 
may represent a temporary control over 
male sexuality: she is putting male 
honour—ineluctably tied to male sexual 
potency and to the protection of women 
from sexual violation—at stake. Though 
die relies on a consensual value structure— 
at that moment the may suke male 
sexuality in a w^r calculated to wrest con- 
rent. For instance, if at that moment the 
roan does not want to go out and fight, 
be will be branded a coward. Here a 
woman it exercising some situational con¬ 
trol over a man’s status (in a masculinist 
hierarchy) by laying him open to social 
castigation fm being unmanly. She can 
through setting up a structure of 
indtement—which polarUes success and 


failure-effect his sociql standing, insist 
on patriarchy as a structure of public 
accounudnlity and so throw it into jeopar¬ 
dy. At this level incitement may be poised 
at moments of the peredved breakdown 
of the reciprocal, consensual element in 
patriarchies. It gesturaliy ties men down 
by invoking the potential humiliation of 
publicity (a mode of redress?), temporari¬ 
ly denaturalises patriarchal arrangements 
^ displaying them as social and contrac¬ 
tual and points at the precariousness of 
the guarantees offered to-women by a>n- 
tractual and consensual patriarchal 
elements. 

I would suggest that because incitement 
involves an exercise of power from a 
‘-dependent’ position that it is socially 
‘dangerous’ for those men, whether as 
individuals or as groups, against whom it 
is exercised. Therefore it becomes accep¬ 
table if women incite in the name of 
something else, even when they represent 
themselves as victims, rather than if they 
incite in their own name, it is also on this 
issue that the line between benignly 
inspirational and malevolent female agen¬ 
cy is drawn. Though the good woman 
inspires and the bad merely incites, the 
semantic structure is the same In one she 
becomes the excellent custodian of value 
in the other wanton with male sexuality 
and replete with self interest, even though 
she may be risking men in both. Ironical¬ 
ly, since women suffer from the successes 
of a patriarchy and also from its break¬ 
downs (especially of protection from other 
men) the stake in ‘inspiration’ is double- 
edged. Inspiration builds an ego, incite¬ 
ment threatens symbolic castration. Both 
produce social guilt, the one from trans¬ 
cendence, the other from Exposure'. Both 
are agents. In practice of course the 
line between the two may be thin or 
fluctuating. 

Any instance, such as that of Manthra 
and Kaikeyi in the Valmiki Ramayana, 
even when read cursprily, is considerably 
more complicated than the generalised 
seiiumtic described above and raises its 
own specific set of questions. The con¬ 
tested nature of socially approved 
languages for embodying the interests of 
women, definitions of individual agency 
and of ‘character*, the nature of institu¬ 
tional forms, interpretative schemes mid 
tacit consensualities which struaure the 
episode of incitement are difficult to con¬ 
textualise since the epic covers a protracted 
period of centuries and an extended even 
variable social space. Given the growing 
emphasis on chastity for women and the 
accompanying emphasis on primogeniture 
which is still contested as a norm, substan¬ 
tial alterations of social configurations, 
the transition from lineage-based systems 
to monarchical states, the shifts in sources 


of authority and of legitimation, the e|^s 
incorporation of a whole continuum of 
social and economic forms [Thapar 1986, 
pp 147,362-64], the different co-existirtg 
forms of marriage, the implied shifts from 
matriliny to patriiiny (Chakravarti 1983], 
and the traces of polyandry amoqg the 
Ikshvakus and the vanars which exist in 
the epic (Singh 1988, pp 139-44], how do 
we begin to conceptualise the reformula¬ 
tion of patriarchies and the shaping of 
convoluted agential modes for women? 
Are these produced through the contradic¬ 
tions of these transitions as they are en¬ 
capsulated in the epic which compresses 
several layers of time? 

The signal omission in the episode of 
incitement is any reference to Dashnth’s 
promise to Kaik^'s father ita a bride-price 
agreement that her son would inherit the 
throne.^ Whatever its historical co¬ 
ordinates may prove to be, the omission 
functions ideologically: as a transmuta¬ 
tion of contradictions, shifting the 
coherence of the narrative from women’s 
customary or contractual rights to 
women’s marital obligations. This struc¬ 
turing evasion controls the reception of 
the epic; it dcicgitimises and villainises 
first Manthra then Kaikeyi, makes a ‘vic¬ 
tim’ of Dashrath and inflects both the 
evaluation of the ^character’ of the inciting 
women as well of the mode of redress they 
plan. Though the bride-price agreement 
simply does not enter the chain of causali¬ 
ty or sense of motivation in this episode, 
in the early part of the ’Ayodhyakhand', 
it is not fully suppressed. It lurks in the 
conspiratorial air about the coronation: 
Dashrath in his haste omits to invite 
Bharat, explicitly tells Ram that it is bet¬ 
ter to have it in Bharat’s absence since 
Bharat may begin to entertain evil 
thouid>t$ and cease to be the good brother 
he is at present and tells Kaikeyi after tell¬ 
ing his other wives and after the entire ci¬ 
ty has begun its preparafions and crowds 
have coileaed, thinking that she will not 
know since the news has spread only that 
day. All of these amount to a suMued 
recognition of Bharat’s claim to kingship. 
Almost at the end of the ‘Ayodlqfakhaiid’ 
when the bride-price agreement is men- 
tioired by Ram, it is in order to persQade 
Bharat of his efigibility for kingship! It is 
given no weight as a causal event. Ram 
does not say anything about Dashrath 
breaking hit promise or anything 
exonerate Kaikeyi. His brief, bland 
description neuti^ses the signifkanoe of 
the promise: impeding its social pioiifen- 
tion, deflectins the energy encapsulated 
in Kaikeyi and Manthra to disrupt desired 
social harmonies. 

Manthra, Kaikeyi’s nursemaid from her 
natal family, appears to speak the 
language of material interests: she implies 
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that Kajkeyit MHf’Bliarat has an equal 
right to the khti^loin and should have 
bwn given at least half of it; Ram’s cor¬ 
onation will mean a fmai disinheritance 
since only sons inherit from fathers; Ram 
is selfish and once crowned wilt be vin¬ 
dictive enough to exile or kill Bharat; 
Kaikeyi, the proud, beautiful sexual 
favourite of the king who has spurned her 
senior co-wife Kaushalya will Tind her 
status changed since Kaushalya as Ram’s 
ir other will not miss the opportunity for 
revenge; tlie status of Bharat and his wives 
as well as the fortunes and suffering of 
Manthra are tied to Kaikeyi. and will be 
downgraded along with Kaikeyi’s own 
who will now have to serve Kaushalya. 
Manthra peels away Ram's ideality— 
which the larger design of the epic 
obsessively establishes since his goodness, 
is a validation of his right to kingship- 
calls Dashrath ungrateful, hypocritical, 
the betrayer and enemy of Kaikeyi, 
perceives the domestic situation as 
inherently confliciual even factional with 
Rgm and Lakshnian ranged against 
Bharat and Shuiriighna. For her both 
fraternal and polygamous relations are the 
inevitable site of ‘fission’. Her challenge 
to all forms of ideality goes against the 
grain of the epic." fhe epic in turn is 
unequivocal about her wickedness, she is 
described as the producer of ‘vishaad’ 
(sorrow), 'bhed bhav' (dissension) the 
‘paapdarshini* who leads Kaikeyi to the 
road of sin. And yet even such a Manthra 
does not bring up the bride-price agree¬ 
ment. Is the unstated the a.ssumed of con- 
sensuality, the inertia of common sense 
or does it exist at some frontier of 
articulation as the unsayable, even the 
unthinkable? 

The plan hinges in part on what seem 
to bi customary modes of expressing 
anger, presenting a grievance and seeking 
redressal or almost routine features for 
‘framing* women’s discontent—the shed¬ 
ding of finery, the recourse to a display 
of suffering in an established ‘krodhagar’ 
(literally abode of anger) extracting a pro¬ 
mise from the king before asking for the 
boons. One verse sympathetically 
describes Kaikeyi’s lying on the floor as 
the action of an abla or helpless woman, 
who. has taken thi only form of action 
available to her. The ‘krodhagar’ speaks 
of an externality, iMuageability and excess 
of women’s emotion—women requite 
theatres to play out emotions; as an 
institution which acknowledges poly¬ 
gamous relations as problematic, it 
organises the release of emotions at the 
point where they impinge on the domain 
of the king and state, but in a place which 
is still private and contained. 

Manthra understands material interests 
as material (in contemporary vocabulary 


as rigliisi; howeycr, ^ does not mlvocate 
that Kaikeyi didm thdh a^luch, but 
rather as boons granted in return for her 
two earlier acts of braveiy fai saving 
Dashrath’s life on the battlefM. Onoe she 
has made the plan her own, Kaikeyi adds 
to it a vow that if baulked the will starve 
herself to death in the krodhagar and later 
also uses the language of ‘dharma’ with 
Dashrath and Ram. 

Why does a ‘right’ or jusiifiabie claim 
change into a boon? What are the realities 
of the social world urhich the epic 
refracts? Is it (hat since Dashrath has 
already broken his agreement'With her 
father and fixed Ram’s coronation there 
is no likelihood of his changing his mind? 
Dr is it that he cannot publicly reverse hit 
decision except under stronger pressure? 
Or that only fathers and not daughters 
can enforce bride-price agreements? Is a 
boon a consensual method of redress and 
the only way to counteract male decep¬ 
tion? What is the nature of women’s ac¬ 
cess to a language for expressing in¬ 
dividualised interests I'n relation to the 
power of emerging prohibitive systems of 
moral classification? Is it that a king’s 
boon is coming to acquire more social 
legitimacy than a woman's right in the 
emetging language of dharma which Ram 
seeks to esrablish and Manthra and 
Kaikeyi use this knowledgK? 

The semantic of the boon itself forces 
us to reconsider what agency may mean 
here. A bron, granted for good deeds or 
behaviour (bringing in the huge question 
of the social constitution of morality) is 
a. highly personalised, legitimale way of 
gaining power. So for Kaikeyi a boon 
could signify merit earned in her own 
capacity rather than as daughter given in 
a bride-price arrangement. As merit earn¬ 
ed it may even be perceived as a special, 
unique yet enforceable right. The boon, 
though non-contractual, rests on a tacit 
mutual agreement in whicn the giver, in 
a position of power relative to the grantee, 
must obey his own generosity. And if the 
content and terms of the boon are not 
specified by the giver, or specified in the 
grantee’s request at the moment o( gran¬ 
ting then it becomes a conleni unknown 
boon making the giver quite vulnerable— 
he does not know what he will be asked, 
he cannot withdraw without losing face, 
the sense of his own monincence or 
perhaps even his power to grant.* 
However, for the grantee a deferred boon 
becomes a way of covering any future 
contingency which may arise; Kaikeyi 
describes it as dHarohar—trusi or deposit. 

Finally^ unlike a boon asked from the 
gods, a boon asked from a king would 
have to be commensurate with his capaci¬ 
ty to give: it would occupy the material 
domain of resources under his control or 


fall within the purview of his political 
power. Though a king’s boon recodes 
‘rights’ as favours or as bounty, it may be 
the only way open for a subject to express 
her will in relation to (he king. Kaikeyi’s 
convoluted agential mode, based on an 
understandingof hierarchy among women 
in the palace, may after all not be all that 
indirect. She can and has been refused a 
‘right’, but she cannot be refused an 
already granted boon, unless Dashrath 
undoes his kingly status and sacred 
appointment. And yet whqi if this under¬ 
standing is based not merely on the inter¬ 
na) semantic of the boon but on the fact 
that the social location of the boon itself 
tias chqilged from the. time when it was 
granted? An nitatic, npn-contractuai, per¬ 
sonal transaction, an unequal exchange, 
arbitrary hi the sense that it is embedded 
in its own codes but not governed by en¬ 
forceable social laws U sought to be en¬ 
cashed at a moment when the failure to 
grant the boon would now be involved in 
a dangerous ideological deiegitimisation 
of the state—a state hinging on contrac¬ 
tual rights and obligations towards a 
dhoric, faceless ‘praja’ (subjects) encoded 
as dharma and ‘salya’. it the bride-price 
agreement redundant in the dianged con¬ 
text? Are iCaikeyi and Manthra investing 
m the new order for their own prateaion, 
but uncertainly using a mixture of old and 
new methods? 

Is that why for the boon to be honoured 
it has to be shored up, even encircled by 
a promise on one side and a threat of 
suicide on the other? All three'appear to 
draw on existing and emerging structures 
of public acceptability. The three levers— 
(he promise, the boon and the threatened 
suicide—draw respectively on the power 
of the favourite wife’s withheld sexuality, 
the dharma of a king, i c. a structure of 
public arbitration, and making grievance 
public while placing the burden of guilt 
on the king. The first, a form of sexual 
coquetry—the withdrawal of favour- 
builds a context for asking—based on the 
only personal form of leverage Kaikeyi 
has.'** The latter two rest on the applica¬ 
tion of moral pressure and production of 
guilt in a situation where she has no ac¬ 
cess to political power and also play on 
Dashrath’s own repeatedly expres^ fear 
of public perception and the opinion of 
other men. it is this fear that makef him 
recast his desire for Kaikeyi as a sign 
of weakness. There is an element of 
misogymr in the public opinion which acts 
as a virtually juridicial pressure on him; 
the recurring description of Dashrath as 
transfixed by the spell of ’kaam' (carnal 
desire) ironically confounds desire and 
dharma—the very existence of kaam 
falsifies dharma. ICaikeyi’s threat of mak¬ 
ing his breach of promise public by idling 
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the 'rajrishis' could imply either an eatliei 
notion of woman’s customary right or a 
new system of public arbitration of a 
king’s dharma. Indeed there is an uneasy 
relation between male authority and male 
obligation visible in the customary and 
evolving modes of redressal. 

The tense relation of Kaikeyi with 
emerging ‘rules’ is evident, she is complicit 
with them in one sense but not ‘knowing’ 
or compliant enough in anothci. She 
argues in the name of abstractions—satya’, 
men’s dharma, clan honour—in order to 
hold the weakening Dashrath to his word 
and later to put the onus of preserving or 
salvaging Oashrath’s dhanna on Ram. This 
enables her to taunt and fasten Dashrath 
and Ram to their self-representation, but 
does not prevent her from being villainis- 
ed. And that seems to be because she has 
not learnt a corollary rhetoric of self- 
characterisation—naridharma’ (woman's 
duty)—which may be an emerging mode 
of negotiation based on an apparent ‘ex¬ 
change’ of riglii.s and obligations. Sita and 
Kadshalya self-servingiy' confirm nari 
dharma, play it as the basis of conjugal 
affcctivities, mimic Ram in ideal self 
representation and in displaying virtue. 

Indeed naridharma is presented as a 
possible resolution of the running con¬ 
tradiction between patriarchal dharmt 
and women's agency: unless male dharma 
is accompanied by female self-abnegation, 
its values caruiot be socially ensconced. 
Ram tries to resolve this contradiction 
before leaving for the forest, telling first 
Kaikevi. then his mother Kaushaiya, who 
IS claiming extreme ill-treatment by tier 
husband, to remain as a ‘pativrata’ should 
with her husband and asking Dashrath to 
show greater respect for his mother who 
has proved her virtue He tries to establish 
a reciprocity between male duty and 
wifdly virtue. Female incitement partly 
serves to set up a rationate for the necessi¬ 
ty of naridharma. With Kaikeyi as foil all 
the other wives of the Ikshvakus not only 
appear good bill become self-righteous 
while two different rhetorics and modes 
of presentation, one externally planted 
and the other internally experienced, assist 
in making a villain of Kaikeyi and a vic¬ 
tim of Dashrath. Kaikeyi’s is a coached 
performance, while Dashrath’s is a spon¬ 
taneous outburst. Since the bride-price 
agreement is never mentioned, her motives 
are reduced to domestic jealousy, fear of 
lowered status, an almost arbitrary 
cussedness, a product of ntai-tutoring. 
Dashrath presents an exhaustive rdnge'of 
reasons, both ‘public and ‘private, is 
humanised’ as a nearly tragic, broken old 
man, torn by irreconriiable trutha The 
power of Dashrath’s anguish becomes an 
argument against women’s agency, pitting 
his suffering and proclamation of her 


guilt against her deipands. The mode 
of prcsentulion magnifies licr crime: 
Dashrath’s anguish and pleading, the 
descriptions of the goodness and beauty 
of Ram, the expectations and congiat illa¬ 
tion of the crowd and of oihei women 
offered »o Ram, Rani’s rhetoric of filial 
obedience, Kuushalya's anguish at hear¬ 
ing the news of ihe exile, ihe description 
of the luxury ot the palace Ram must for¬ 
sake for the hardship oi the fofest arc in¬ 
terleaved at great length with Kaikeyi's 
stubbornness, hci disobedience and lack 
ol doubt. Similarly Dashrath’s silence puls 
Ihe onus of telling Ram of I'he decisior 
on Kaikeyi She is left only with Ihe col 
dness of a stance, everyone else suffers, 
has emotions. No one mitigates anything 
for Kaikeyi. Hveniually she becomes the 
object of everyone’s hatred and anger. 

One latent contradiction is that a boon 
granted to her in the capacity of a wife 
who has been extraordinarily ‘good’ and 
couiageous, i.s sought to be encashed as 
a ‘mother’ securing her future when 
Dashrath’s ‘grihasthashram’ is about to 
end thereby shifting the locus of exercis¬ 
ing power in a way which dramatically op¬ 
poses husband to son. Bharat’s rejection 
of his mother—a denial of an affective, 
primordial bond—functions as a state¬ 
ment (hat wifehood and motherhood 
should not contradict." 

Ironically, the epic in f^ highlights the 
precariousness if not failure of male pro¬ 
tection and the way it interacts with 
dependency: women—neglected, deserted, 
rejected—cannot rely fully on the protec¬ 
tion of the kin group while protection and 
even reciprocity from a husband is uncer¬ 
tain.'* At one level protection seems to be 
given only if the wife is good. But.even 
obedient wives lose out as with Kaushaiya 
and Sita." Despite its anxiety to establish 
ihale ideality, the contradictions are not 
resolved in the Hitmiki Ramayana, both 
Dashrath and Ram die of grief.” If pro¬ 
tection is to be a part of the contractual 
element in patriarchy then it is not fully 
in place, h (his because protection con¬ 
flicts with dharma, duty and public con¬ 
sent, i e, with other social forms of con- 
sensuality which are simultaneously 
sought to be instated? Or is the epic 
showing not the failure of protection, but 
establishing, somewhat inconsistently, the 
conditions under which it can work? 

Women themselves seem to have dif¬ 
ferent degrees of investiture in the old and 
the new; involved in the reformulatiop of 
patriar^y, they use and waver between 
two different axes of consent. The defini¬ 
tion of women’s agency is also pro- 
Uematk both in reia(jon to the mythicisa- 
(ion of the plot and the individuation of 
character. The convoluted agential modes 
of women interact with direct male 


political agencies to propel the plot. Is 
this a trace of an earlier, more dispersed 
form of.dccision making among men and 
womeir, being rcinicrpieted in a new 
morality of the good wife and the new 
centralisation of stale power in men? In 
the later Vaixnavismg interpolations in the 
Vulmiki Ramayana'^ the events acquire 
the additional gloss of being preordained. 
Character exists at Ihe ambivalent node 
of two different causal sequences— 
motivation and preordainment. Yet if 
Kaikeyi and Manthia are also serving the 
purpose of the gods in assisting Ram's 
preordained task,'* then why the severi¬ 
ty of the condemnation? If Kaikeyi and 
Manthra set in mo’ion a whole sesies of 
events starting with Ram's exile and his 
mythic deification whiqh’are however an 
offshoot of Kaikeyi’s presence on the bat- 
tlefield, then how do we define public and 
private? Does this device signify the 
‘domestic’ origin of a massive myth of ‘ 
male valour? Or did women’s agency have 
both political origins and consequences . 
though its own modes and the changes oc 
curring curtail social acknowledgement? 

The individuation of agency is also pro* 
blematic Since Manthra incites Kaikeyi to 
incite Dashrath, in one sense they form 
a single agential unit. However, the via* 
lion betiwten the two itself appears to 
form a set of mutually displaced agencies. 
First Kaikeyi is presented as good until 
’converted’ by Manthra—her very nature 
is said to have altered. Manthra as evil 
incarnate and Kaikeyi’s conversion 
together undercut any full sense of 
motivation on their part, (heir actions re¬ 
tain an edge of arbitrariness. The second 
remarkable fact is that once converted, 
Kaikeyi metaphorically beautifies, even 
sexuaiises, the hunchback Manthra’s body 
almost in the language of love—even the 
hump is no longer a deformity but an ob¬ 
ject of love, a unique, integral part of her. 
The hump is where Manthra’s intellect, 
inclination, recollection, jurisprudence 
wisdom, sagacity, statecraft, knowledge of 
fraud and delusion (‘mati’, ‘smriti’, 
‘buddhi’, ‘rajniti’ and knowledge of the 
‘maya’) are stored, if Bharat is crowned 
Kaikeyi wiTI ornament the hump with a 
gold necklace and anoint it with ^rhan- 
dan’. Admiration or gratitude takes Ihe 
form of a fltlsome acknowiedgenvnt of 
Manihra’s person which becomes impUCit- 
iy equal to or even surpasses Kaikeyi’s 
own. What is the significance of endow¬ 
ing Manthra with a beauty that is full 
complement to her imelligence? It. may he 
a sign of the suppressed potentials for 
reversal of the hierarchical relationships 
between women coded as ‘beauty’ and 
‘ugliness*. In that case, Shatrughna’s drag¬ 
ging of the bedecked, bejewelled h^thra 
across the floor breaking her ornaments. 
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until Kaikeyi intercedes with Bharat to 
save her, would be the symbolic inverse of 
the beautification. The now speechless 
Manthra sits at Kaikeyi’s feet looking at 
her for protection with 'kaatar* eyes, i e, at 
the brink of unspecified emptions.'* 
Third, though Manthra dictates the 
strategy, she resents having to do so: she 
even suggests a disingenuousness on 
Kaikeyi’s pan in suddenly choosing to 
forget a story—of the two boons granted 
her by Dashratha—she has often retold 
thereby ‘setting up' Manthra as the 
schemer. In this virtual ‘exposure’ of 
Kaikeyi, Manthra appears to understand 
Kaikeyi's contradictory location in the 
patriarchal systcni. Manthra recognises 
the springs of Kaikeyi’s resentment as well 
as her capacity to extract compensations 
from and enter into contractual, consen¬ 
sual settlements, while she herself per¬ 
sonalised only by her ‘abnormality’ has 
neither a socially consolidated identity nor 
a set of consensually accepted capacities 
from which to ‘work’ the system and can 
only hope to sustain the pressure of 
individual incitement. 

I'inally, the wavering misogyny of the 
epic is a cutious feature. Dashratha veers 
between blaming her personally and 
representing himself as a man trapped by 
the lure of a woman. He reminds himself 
that in condemning Kaikeyi he must not 
condemn all women as selfish. This may 
be an indication that misogyny is suffi¬ 
ciently consensualised to be considered as 
an explanatory mechanism. Bharat's 
abuse of his,mother though the most vin¬ 
dictive,''’ is personalised, all women ap¬ 
pear good to him in contrast with 
Kaikeyi.-” However, both he and 
Dashrath fear that the consequences of 
her action will bring total social perver¬ 
sion. break the bonds of conjugality, 
leverse orderly familial and social 
relations—a dystopian vi.sion which may 
be a precursor of the conflation of 
'kaliyug' and ‘strisvabhav’ later in some 
Puranic texts [Sangari 1990, p 1471 j. 
Sumantra, who berates Kaikeyi, like the 
others, as a woman who has courted 
widowhood-' and destroyed the honour 
of the lineage, claims she has inherited her 
'svabhav' (disposition) from her 
mother!" Though a strict binarism bet¬ 
ween stridharma and strisvabhav is not in 
place, this does become one of the sites 
where misogyny is produced, a site 
marked by the tenuousness and fading of 
one language of women’s customary 
‘rights' and the .strong presence of an 
emerging notion of the good wife’s duties 
as the desired basis of women's ‘rights’.^’ 
Does misogyny originate in the crmtallisa- 
tion of specific hierarchical social forms? 
Produced in this instance through a set of 
ideological manoeuvres, in part to ratify 


female self-abnegation, what does it say 
about the existing sociaj agency of 
women? How does the move from the 
individual errant woman to the univer- 
salisation of misogyny and its subsequent 
placement in schemes of good and evil, 
occur? Is Dashrath’s split between patriar¬ 
chal dharma and sexual desire an indica¬ 
tion that misogyny was produced from the 
contradictions betweirn patriarchy and 
other social structures?'^ 

V 

If here wc have a version of« female 
agential mode in the making, a mode 
which is involved in the produciton of 
misogyny, replete with unresolved con¬ 
tradictions, some of which are compound¬ 
ed by our historical distance, it may be 
pertinent to conclude the discussion with 
a contemporary instance which, though 
it invokes the sedimented histories and 
repertoire of this unit in its narrative and 
cinematic forms, is a different pheno¬ 
menon and part of a very different 
problematic. 

Sadhvi Kithambara, the Bharatiya 
Janata Party ideologue, is placed squarely 
within a militant, communal Hindu right- 
wing formation. She affiliates herself to 
and speaks from two inter-connected sites 
of institutionalised power; a ‘community’ 
of ‘sadhu-mahants’ (religious mendicants 
and heads of ‘maths’ or religious centres), 
and the Vishwa Hindu Parishad, Bajrang 
Dal, RSS and BJP. The explicit staging of 
herself as an inciting woman emanates 
from an organised public domain; female 
incitement here is a unit of political 
discourse but works through a complex 
set of refractions. 

This right-wing formation shares with 
other patriarchal ideological ensembles 
the desire to simultaneously consensualise 
women’s investment in patriarchy and 
introduce or confirm a number of condi¬ 
tionalities; but unlike some other 
ensembles, it seeks to do so by invoking 
women’s agency in the cause of Hindu 
rashtra (nation). The heritage of com¬ 
munal positions, which emerged out of 
the matrix of the 19th century, is one of 
squaring ‘traditional’ or existing patriar¬ 
chal forms with the emerging twurgeois 
patriarchal forms {Sangari 1991 pp 36-40, 
56, S7[, while its present arena is a social 
formation in which the issue of ‘accep¬ 
table’ bourgeois rights, for women of the 
middle and even upper strata is far from 
having been settled. Rithambara, a part 
of the new negotiations underway, is 
engaged in both a reassertion and a refor¬ 
mulation of patriarchal values, most 
notably in their coercive aspects. 

Rithambara reproduces a Hindu com¬ 
munal, patriarchal history hinging on 


male sexual honour, ‘irzat’ (honour), the 
values of patriliny and patrimony. She 
describes the future of the country, which 
Hindu militancy must prevent, as a itpeti- 
tion of the rape and pillage which is said 
to have characterised medieval India. She 
thus implicitly Jegitiipises the masculinisi 
ideology of raiK as a ‘normal’, even an 
accepted rule in the complicit patriarchal 
codes of victor and vanquished, invoking 
a broad male consensus on retribution by 
violence on ‘other’ women as just, 
through the consenting voice of a woman. 
The march of this patriarchal history is 
punctuated with corroborative masculinist 
ideologies of male emasculation and im- 
potence. In the process there is an 
obsessive re-enactment and reclaiming of 
male honour, which first plays on male 
fears of dispossession as well as on 
women’s anxieties, by displaying all Hindu 
women as past and futufe victims of sex¬ 
ual violation, and then equates male 
sexual honour with the projected Htndu 
rashtra itself. ‘Masculinity’ acquiies a 
single axis of social determination. The 
ability of Hindu men to protect their 
women, in a singular universalisation of 
the claim to martial valour, becoihes the 
basis of their right to self government and 
their claim to monopolism a nation. 

The nation, so defined as a condensa¬ 
tion of the sexual honour of men of a 
single community, is intended to cut 
across and neutralise the contradictions of 
caste and class. Her incitement involves 
the social production of guilt and anxiety; 
in the address to men—‘bhariyon aur 
Hinduon’(brothers and Hindus)—4lie phQr 
on sexual honour carries tlw implidl 
threat of emasculation in the name of the 
violated mother (land), acquiring an ad¬ 
ditional frisson from her persona of the 
‘sadhvi’ (literally a chaste woman). Within 
the stage-managed presence of the sadhsd, 
Rithambara uses sexual innuendo and 
jokes, exhorts in breathless ‘chaupais* 
(verses with four-line rhyme pattern), pro¬ 
jects a latent sexuality; the performance 
encourages a specific sort of male bon¬ 
ding as well as titillates middle class 
women in the audience. These devices 
work together to legitimise not only 
patriarchal but also communal fom» of 
violence, which both in her own rlretoric 
and in her invocations is presented as a 
continuous, reiterated narrative of zealous 
women and flagging men. 

At one level Hindu identity remains 
patrilineal—/ugon mein Hindu baap ka 
khoon daur mha hai (the blood of Hindu 
fathers is flowing in their veins)—while 
Hindu strength (shakti) is presented as a 
divided patrimony, which can be reclaim¬ 
ed only if they unite.^’ At another level, 
history is presented as family history—a 
system of correctly claimed family 
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itiwages. iviusiinis wno ciaim iiaour or 
Aurang/eb as an ancestor arc ai once 
treacherous enemies and cowardly 
eunuchs (‘napunsak’)—while those who 
claim Rahim and Raskhan can be addieks- 
;d as uncles (tau and chaclia). Muslims 
are asked to recognise that four or five 
generations ago, their ancestors were the 
same as Hindus. Family history is also the 
history of good and evil—Hindus have 
not worshipped their villainous relatives 
like Kansa. and it a Havana or Kaiisa are 
born, then a god arrives as an avatar 
(incarnation) to destroy him. Ram is 
claimed as a father and his birthplace 
defended on the basis of custom, ancestry 
and emotional affiliaiion. The separation 
of wheat from chaff w'iihin the family 
draws on a mascitiinist ideology of the 
family feud,-* while implying that 
Muslims lack family feeling and have an 
inadequate schema of good and evil. At 
a historical and polhical level, an ancestral 
lineage is presented as a product of choice 
not of birth—Hindu defeat is a product 
not- of Islam but of the power hunger of 
medieval kings and contemporary politi¬ 
cians, while Hindus are divided between 
the Ramvanshis and the Ravaiiavanshis— 
thus enabling a selective appropriation of 
the history of nationalist reforms. At a 
social level, the family appears as (he unit 
of social cohesion and her speech builds 
a fear of Hindu family rclation.s breaking 
down with a concept of rights and greed 
for inheritance replacing duty towards 
parents on the part of children. The 
family then, as a set of associations, ap¬ 
pears in a contradictory light—it is essen¬ 
tial to communal identity, patriarchal 
practice and an honest polity, while itself 
remaining above the law and outside 
history. 

Who is Rithambara herself? In the ef 
fort to carve a con.stituency, she must 
name herself as an individual in relation 
to a collectivity and its interests. Incite¬ 
ment in its inspirational forms found a 
fertile soil in certain nationalist tenden¬ 
cies where endangered masculinity, en¬ 
dangered women, esidangered nation and 
religion were key themes while nationalist 
interpellations of Hindu women as uncor- 
rupied were common. I'uriher, even 
though several nationalist ideologies relied 
on and recycled convoluted notions of 
women's agency, they also succeeded in 
conferring a direct political agency on 
good women who could act on behalf of 
the nation. This repertoire of nationalism 
becomes the opportunist preamble to her 
self-location. 

She names herself not as a woman but 
as a sadhvi, one of a community of snnt- 
mahatmas or saints ami holy men (shades 
of Bankim's novel Ananda Maihl) 
Sadhus are presented as epic figures, a 
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composite viswamiira wno came to rescue 
India from Havana. The content of this 
claim is not very differenll from other BJP 
,MPs who are also offering self-images as 
sanis engaged, now, as in ancient times, 
in purging or cleansing a criminalised 
body-politic.-’ Rithambara seek.s to pre¬ 
sent sadhus as the uncorrupi new 
‘Mr Cleans’ of Indian politics who 
however must now stand for unmitigated 
violence against the minority, com¬ 
munities. The language of these hitherto 
peaceful men has become ugm (militant), 
but it is only the corruption of the polity 
which has brought them to the .streets. Not 
only do they constitute a supreme court 
of saints {‘.santon ka nyayalay’) which 
has decreed that the claim to Ram 
Janmabhumi is valid, making all other 
proof redundant, but they will provide the 
weapons for the crowds who are exhorted 
to fight like Indra and Chandragupia. 

One subset of the social relations which 
inform these self-descriptions becomes 
visible. The agency of sadhus is offered 
as both direct and surrogate (not unlike 
that offered to women); their real interests 
arc said to lie elsewhere in the assured at¬ 
tainment of spiritual monarchy. Kitham- 
bara challenges misguided Hindus who 
think they are playing a political game or 
looking for political power, all they want 
is Ram and his supposed birthplace: 

Are home vote chahiye?. Ham sadhu 
mahatma Vyas gaddi Jbe baiih ke pun 
kaynut ke badihah ho jatt hat. Home 
tumhaati Delhi ki salta nahin chahiye. 
Hattie hamara Ram chahiye. Home Ram 
Janam Bhumi chahiye. (Do you think we 
want votes? We saints can become 
emperors of the universe simply by virtue 
of our claim to the omniscience of Vyas. 
W'e do not want political power in Delhi. 
Wc want our Ram. We want Ram Janam 
Bhumi). 

Through the very energy of her disavowal 
sadhus emerge as th^ are: heads of 
decayed priestly groups, locked in in¬ 
ternecine battles, seeking nvR sources of 
political, electoral and institutiooal power, 
and being sought as subsidiary allies by 
those emergent classes and class fractions 
investing in the ideology of Hindutva. 

The persona of the sadhvi is clothed in 
self-abnegation, that abstraction which is 
the property of the body of sadhus to 
whom she belongs. This identification 
along with that of the og.st militancy of 
women—Durgavaii. Rani of Jhansi— 
authorises, empowers and becomes the 
rationale for present incitement. By ap¬ 
parently giving up her entitlement to the 
material, Rithambara not only acquires an 
exemplary, exceptional personal upward 
mobility but is able to shift the level of 
political discourse from the challenge of 
material re-allocations to an ideological 


plane, ns a woman ^uii, sne can 
assimilate the legacy of reform Into com¬ 
munal reformism, vindicating the vicious 
call to communal violence on the ground 
of removing the inner taint of Hindus. 
Secondly, by joining the band of the 
‘desireless’, she not only gains the authori¬ 
ty to play with the discourse of desire and 
male impotency/sexuality (rather than 
confine herself to the conventional ad¬ 
vocacy of celibacy of brahmacharya) but 
produces a volatile intersection between 
male sexuality and militant political 
agency—sexualising both the Hindu 
rashtra and communal violence, achiev¬ 
ing an effect quite different from the male 
use of similar discourse 
The simultaneous interpellation of men 
as Hindus who desire Hindu rashtra and 
bear the burden of a corrupt polity, as 
protectors of women and ’true' na¬ 
tionalists. as the goaded and insulted 
victims of history, as men whose past 
tolerance having been read as cowardice 
must now prove their masculinity through 
warlike violence, offers them the prospect 
of reversal. The ‘awakened Hindu’ slides 
mctonym'ically into a pantheon of armed 
gods—Bajrang with his ‘gada’ (mace). 
Ram with his ‘dhanush* (bow) and Shiv 
with his ’tandav’ (destructive dance). The 
devaluation of morals and ethics, public 
corruption and blackmarkeiing, the 
breakdown of familial relationships, as 
well as male degeneration into lazin«s 
and effeminacy or the loss of ‘purusharth’ 
(valour, energy) can all be spectacularly 
reversed through a three-point- programme 
of reform: voting BJP, reclaiming Ram 
Janmabhumi, and killing Muslims. 

Violence js explicitly linked to com¬ 
munal rioting—a major site for the 
cry.stallisation of communal identities— 
and familiar riot-centred ideologies of 
Hindu retaliation are replayed.^* One of 
her specific targets for instigation is the 
PAC—of whose notorious communal role 
in riot violence we need no reminder. They 
are asked to desert Mulayam Singh Yadav 
in the impending showdown on October 
30,1990 as well as to iire at dissenters and 
Muslims.^ The PAC are said to have 
Hindu hearts beating beneath their 
secular uniform {'PACne vardiyanpettni 
hai lekin dil Hinduon ka dharak ruha 
hai\ Rithambara’s personal idemification 
with violence, as the only decisive political 
solution, is remarkably bloodtMrsty. 
Drawing on the Durga and Kali ^nres of 
female militancy, she repeatedly argues for 
bloodshed (‘khoon-kharaba*) on a large 
scale if not for outright genocide: 

TUm boat karle rahte ho ki ham baiidan 
denge. Ate ham baiidan dene sepeMe ham 
hamaro baiidan lenge, Ab yeh khoon 
bahayenge hi nahi, aumn ka bhi khoon 
bahayenge. (You keep saying that you will 
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sacrinceounelm i«eiirlH compel 'oihers' 

to sacrifice themselves. We will not only 

shed our own blood but we will also make 

the blood of ‘others’ flow.) 

As an inciting woman she seeks (o pro¬ 
duce a scries of clones. Stories of mothers 
or wives inciting sons and husbands to 
militancy aie ritually invoked: Bhagat 
Singh's mother, who wept when her son 
was hanged not because he was dying but 
because she had no more sons to offer to 
the nation, rubs shoulders with the wife 
of a ‘seth’ (merchant) who repeatedly tells 
her husband that thieves are entering the 
house, emptying the money bos, and leav¬ 
ing with the loot. The merchant's wife 
tries with these taunts to prod and activate 
her husband’s virile masculinity—/s lareh 
paini ne palj ke purushtva ko phir 
kureda—and failing, bursts out with an 
irate demand for action from him. 
Women in families need to protect male 
irrai and nurture male valour. Ironically, 
the ideology ol izaal is open to cross class 
universalisation precisely because it 
mimics the actual practices of patriarchal 
violence against women which cut ^cro.ss 
caste, class and communal distinctions. 
Here izzal is presented as a structuring 
principle both in daily iiie and in times 
ol crisis. Izzal is in fact placed at the in¬ 
tersection between patriarchies and 
communalisaiion—two a.xcs of inequality— 
and underpins other claims to family, 
religion and nation. Women are offered 
agential roles only as the implicit subjects 
of a communal history of se.sual violation 
and their consent is sougiii in the interests 
of their own protection. 

The literal cfiects of Rithambara's in¬ 
citement should not be underestimated. 
Her speeches arc reported to. produce 
delirium and male hysteria among listen¬ 
ing crowds’^' and there are instances ol 
men taking up the protTered role; after one 
of her spcfchc.s some-BJP supporters 
reportedly beat up Muslims in an adja¬ 
cent 'mohaila' (neighbourhood) bcfoie 
going home [The Times of India, June 14, 
1991 j. 

The agency of such literalisaiion is not 
a sponlaneou.s but an institutional one, 
one which also gives Rithambara the ‘pro¬ 
tection' to instiga'e. Her speeches con¬ 
stitute a small part of the general in- 
sligatory activity and propaganda produc¬ 
ed by thc.se institutions. Tht communal 
violence that her speeches leave in their 
wake or return to legitimise, is not 
propelled by ideological mobilisation 
alone—but erupts rather, in its specific 
conjunctural combinations with the 
operations of a growing institutional in¬ 
frastructure, forms of political mobilisa¬ 
tion. local histories and the wider con¬ 
tradictions of social creating 

.spaces vulnerable to communal differen- 


iiaiion ana vtoience. .mat is wny ner 
speeches ‘work’ at some times and in 
some places but not In others. Rithamban 
herself seems to have been assigned a con- 
junciural role and is moved from back- 
stage to centrestage at strategic moments. 
The men who engage in communal 
violence do not do so literally at her 
behest, but on the understanding which 
she represents of violence as having in¬ 
stitutional sanction, organisatibnal pro¬ 
tection, a degree-of popular consent, and 
consequently an immunity from subse¬ 
quent legal action. Participation in 
violence in turn builds both ‘complicity 
and danger, reinforcing the need for par¬ 
ly or other organisational protection 

Before looking at some of the speci¬ 
ficities of her institutional agency and her 
function as an inciting woman, I will try 
to look at her in relation to the broad 
ideology, flexibility, selective appropria¬ 
tion and current location of this cluster 
of right-wing organisations, especially the 
BJP. The BJP not only has different caste- 
class, urban-{Dial constituencies in dif 
fcreni regions but <hifis are taking place 
in its social base.” The right-wing needs 
to renegotiate its basis oi legitimisation 
Jboih internally with its cadres and esici- 
naily in relation to desired constituencies. 
As such there is now a whole spectrum oi 
right-wing ideologies and practices while 
a range of multifaceted positions, l(Kal as 
well as general, are being produced. Their 
eclecticism as well as appropriative pro¬ 
cedures have to be seen both as a pan of 
the wider imperatives of this spectrum as 
well as in relation to their present political 
location. 

At the ideological level, the eclecticism 
within tliis formation is partly a product 
of using different existing modes of 
legitimisation- mythic, empirical, 
historical, cusicunary, religious, experien¬ 
tial.'- indeed, it is this multifacctcdncss 
which has muliiplied the axes of com- 
inunalisation to extend beyond religion 
while creating flexible mechanisms for the 
inclusion or exclusion of some minority 
communities as the changing situations 
demand. However, lliough in some scn.scs 
the accomodntisc capacities of this 
right-winglormation make for an internal 
pluralism, they also unify it and make it 
monolithic in relation to what it is op|K>s- 
ed to. Given ibe unsettled nature of class, 
caste and gender issues, commiinalisation 
has become a major axis ot internal 
unification and public eonsensuality, a 
vector for the interested reinterpretation 
of social contradictions. 

There has also been a selective ap¬ 
propriation of the leff, liberal, civil liber 
tics and feminist platforms, which are 
then deflected, controlled, condemned. In 
this process blocks of existing social con¬ 


sensus are oemg sniiiea ngntwara. t‘Te- 
sent consciousness are appropriated, 
re-coordinated, achieving new consensual 
patterns. Liberal positions in particular' 
have been cither massively taken over or 
evacuated.^^ Rifhambara achieves the 
shin from the liberal to the militant rignt 
by presenting political choice as t 
temporal-historical movement ('we were 
once liberal but now...), making a sliding 
continuum from liberal to right along 
which it becomes natural to move. Even 
the image ol secular co-existence (man- 
dir, masjid. gurudwara) is used first to 
promote a liberal self-description apd 
then, in this historical schema, turns into 
a rationale for cOrnmunal violence. 

r\ parallel process is ,al work with 
feriiinism. Certain aspects of bourgeois 
Icminism, women's advances and own ef¬ 
forts to redefine ihcir social agency and 
sexuality are acknowledged but only in 
ordei to curb them or roll them back or 
to monitor women's entry into the ‘public^ 
splicre, or more broadly to control the 
ways in which public becomes private and 
vice versa, l-lowcve), contradictions bet¬ 
ween domestic ideologies, patriarchal 
practices and independent public, political 
■olcs for women is rampant within this 
formation. The package on offer ranges 
from the blatant anti-feminism of Bal 
Thackeray interested in pushing women 
back into the home, to K R Malkani’s 
claim that though inequalities exist, 
Indian women are by and large queens in 
their homes [TV/ne.s of Indio, May IS, 
1991], to Rithambara's explicit appeals to 
certain kinds of initiative on the part of 
women. Significantly women’s support to 
Thackeray' is dwindling, while though 
Ritliambara's claim to inspirational agen¬ 
cy appeals to both men and women, she 
has been ciiiicised by some BJP men and 
women. Neither Thackeray nor Ritham¬ 
bara singly represent the fully con¬ 
solidated 01 consensual voice of the 
Hindu communal right.” At other sites 
the BJP has been taking certain aspects 
of bourgeois feminism on board: for 
instance their stri shakti versus stri 
mukii (women’s strength versus women’s 
liberation) programme in Gujarat, and 
Maharashtra continues aspects of mtddkt 
class reformism and presumes the ex¬ 
istence of working women while atftmp- 
ling to denigrate other aspects of 
feminism as deviant.” Rithambara’s 
position needs to be seen in relation to this 
conflict of interpellations, as a singular 
variation among a whole range of ideo¬ 
logical positions being produced within 
this right-wing formation.^* 

The eclectic and appropriative strategies 
of (his cluster of right wing organisations 
allows them to insert themselves into dif¬ 
ferent regional and political conjunctures. 
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conjuRCtural gains, situational exigencies, 
contingent attitud^ to use religious faith 
as well as to bypass it, in order to bind 
unconsolidated urban masses into coUec- 
tivities and to achieve new. smooth rela¬ 
tions bet w een verbal rhetorics and conflic¬ 
ting social practices. 

rhe concatenation of voices in this 
rigiit<«iti| formation, in some sense coi- 
responds with its current political loca¬ 
tion The development of multiply 
organised addresses alongside broad 
general ideologies as wdl as of different, 
locally acxented ideological positions and 
institutions drawing on different class/ 
caste and experiential clusters is related 
not oiily to the range and to changes in 
ciass/caste constituencies in different 
regions but also to the overall strategy of 
simultaneous insertion into existing 
rural/urban power structures while mak¬ 
ing new avenues for poiiticai mobility. The 
quadrangular political formation of the 
Hindu communal right—the BJP'as a 
parliamentary opponent of the central 
government, as itself'a contender for 
central-state power in search of ap¬ 
propriate legitirrracy, alongside the steady, 
systemic inflltraiion of the institutions of 
state and civil society, and the develop¬ 
ment of fascisticaily organised militant 
wings in the RSS, BD and now the Durga 
Vihini with their ready recourse to com¬ 
munal violence in specific electoral or 
other conjunctures—is making for an 
oscillation between parliameniary forms 
and fascist methods. This, ccunbined with 
its overall location, makes it possible to 
understand both the internal heterogenei¬ 
ty of ideologicai positions as well as the 
specific modalities of holding ideologies 
as a persistent pressure, as a sign of 
politioal power, as a reminder of the 
otganisatjonal capacity for violence, and 
as trigger for violence in specific 
conjunctures. 

If we look at Rithambara as one such 
pressure point, then apart from the 
overlap between the content of her 
speeches and organisatioiuil positions, at 
least two of the special functions which 
female incitement serves can be demar¬ 
cated. Here, it is once again significant 
that Rithambara does not name herself as 
a woman. Her funrtioh is not to represent 
other women in relation to the problems 
of inequality but to reiterate and represent 
women only in terms of a specific set of 
patriarchal consensualities which are par¬ 
ticularly conducive to conjunctures of 
communal violence. (From these she also 
extracts a singular discursive and political 
power fm- herself.) It is not that she blocks 
off all change for women on the Hindu 
communal right but rather offers them the 
combination of direct and convoluted 


ogiciivy wnicii ■» M»w vcstcu m tier own 
person; a particular sort of •militancy 
drawing on nationally models which in¬ 
fuses her with a quasi-patriarchat authori- 
IV combined with two facets of bouigeois 
domestic ideologies, seif abnegation and 
women’s surveillance of the public sphere 
(Sangari 1991, pp 106,07. 113]. This of¬ 
fer of male protection is accompanied by 
the usual codicil that protection from the 
threat of male violence be acconjpanied 
by submission to pitriarchal norms in the 
home. In other words women ate yet again 
asked to become the corisenting custo¬ 
dians of patriarchal values in neder to be 
eligible for certain forms of protection 
and agency, but this time with the implicit 
guarantee of becoming participant as in¬ 
stigators in Hindu male communal coer¬ 
cion and as sharers of the power which 
may accrue from it. Female incitement 
becomes a compensatory structure for 
womoi to police men while it is at the 
same time poLsed and held at the brink 
of militancy in its own right. However, the 
question of the precise nature of the needs 
and interests of different sections of 
women which the Hindu communal right 
is producing and encashing is much big¬ 
ger and as yet unanswered. How, for 
instance, is Riihambara’s offer of male 
protection articulating with different 
existing or desired class positions within 
the constituency of Hindutva? 

Secondly. Rithambara performs the 
function of drawing wide consensualities 
of values, including that of male coercion, 
through which patriarchies function, in¬ 
to a new relation with organised Hindu 
militancy. She elicits consent for patriar 
chal values on the basis of defetu:e of ‘na¬ 
tion’ and ’religion’ and simultaneously 
uses existing social consent for patriar¬ 
chies to get consent for Hindu rashtra.'^ 
In her own combination of institutional 
power with normative patriarchal 
ideologies, recast as a challenge lo male 
sexuality, she ratifies both. She thus draws 
on and increases areas of consent, enlarges 
fronts of recruitment. The issue here is 
one of the very modality of the produc¬ 
tion of rtew ideological constelfations. 
Here, too, some broad questions remain. 
What is the nature of the articulations, 
transformations as well as displacements 
between the political, the economic and 
this ideological constellation? Which are 
the mechanisms by which performative 
political rhetorics reappropriate media 
and cinematic forms, relating them to 
'common sense' and encashing the 
resonance of both? What arc the precise 
relations of the cultural forms of articula¬ 
tion with Ihcir respective histories and of 
ihc specific ideologies generated by this 
Hindu communal right-wing formation to 
its c'.isling and'desired social base? 


I'voies 

(A longer version of this essay is forthcomipt 

in RriKNi. Mitkm, Caae, GeMkrtmdCyhun 

M OtwMMdxmry Aidie, T V Satyamufthy (ed)]. 

1 Even where smtien’s a^ncy it enhan^ 
from belonging to semi-auionomous forms 
of female coflectiviiy, as for example in 
matrilineal groups, we would still n^ la 
ask how iheK groups connect not only wU* 
other structures of dominance (e g. cHic 
religion, law) but ilso with other operativs^ 
adjacent patriarchies. 

2 For a related emphasis see Feioit, Pauphia 
et al (1990). 

3 This formulaimn begs iwo questions which 
also need attention—the determination of 
men by patriarchal structures and men’s 
consent. 

4 The fact that patriarchal violence practised 
against women often ats<v function! on 
behalf of social consensualities dispersed in 
'common sense’ or condensed in symbolic 
systems, shows how deeply embedded and 
widely dispersed it is across the social 
formation. 

5 Our own embarrassment about explaining 
women who oppressed other women in in- 
.siances of family violence such as dowry 
murders was in fact one of the starting 
points for reflecting on the whole issue of 
consent. For a discussion of a recent display 
of the collective solidarity of upper caste 
women against lower caste men and women, 
see Kannabiran (1991, p 2132). For an ac-. 
count by dalit women of their oppression 
by jai women in a Punjab village, sec 
Interview \Mmushi, 1979-80, p 21]. 

6 Women's agency is often pejoratively slot¬ 
ted as manipulative. For a discussion of the 
use of manipulative strategies in the absence 
of formal power, see Schrijvers (1906. p IV). 
According to Leela Dube, in her expenenoe; 
women are not accused so much of mani¬ 
pulation in matrilineal groups whereas 
manipuhnion is built into the structure of 
palriliny. 

In what is a virtually archetypal contem¬ 
porary representation in this genre, a 
Pnibhat Studio film on the Peshwas, 
Shasiriji, made in 1945 presents Laiita 
f^war in the role of the bad wife who ineiKs 
her husband and her advice leads to the loss 
of his kingdom. She is bad because she is 
an explicit surrogate power sharer in her 
husband's position and an active class 
agent. The Him recognises and displays the 
power which exists in structures of sur¬ 
rogacy only to condemn it. Such a woman 
conlradicis bourgeois domestic ideology 
which describes women as non-competitive 
and as the good conscience of the man— 
her incitement pollutes the domestic s(Ibc& 
The tendencies in elite naiioqalism which 
constitute the wife-woman as the conscience 
of both man and nation, inversely enlarge 
the cfiminabiy of such ‘scheming* women— 
making them the first anii-nalionais as it 
were! Their crime is overtly, expiicilly wan¬ 
ting to share power and giving no other 
name to female agency as it has been social¬ 
ly constituted. Since various tendencies in 
elite nationalism were engaged in buihHng 
a consensual patriarchy, the lamilialtst 
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ttmlegicsof rationalisi ami praionaiioiMlist 
reform tended to make the public activity 
of women a natural extension of domestic 
activities—only bad women spoke in their 
own name. 

7 For a suggestive reading of this episode, see 
Sutherland (I9S3). 

8 How precarious this ideality (as well as how 
un.settled primogeniture as a norm) is can 
be judged from the tacts that (.akshman's 
response to Ram’s exile is to take over the 
kingdom by force, imprison or kill 
Dashrath. and destroy all dissenters; while 
later Ram in the forest fears that Kaikeyi 
may poison Kaushalya and Sumitra. 

9 Even Brahma and Indra granted boons for 
impeccable devotions to demons which 
made them helpless later, and there are 
many stories of the gods in their own pro¬ 
tection using codicils or calling on some 
counteracting power. The boons granted by 
gods are often a means of negotiating, pro¬ 
pitiating, containing or being forced to 
acknowledge a source of selF-accumulatcd, 
threatening power. It is interesting to note 
that Dashrath and Vasi.shlha also do their 
best to circumvent the boon.s. Dashrath 
orders that the treasure of the city, atten¬ 
dants and the army be sent with Ram to the 
forest since the boon did nut specify that 
he go empty-handed. Vasishta says that 
either Sita can rule the kingdom in Ram’s 
absence, or the wealth and population of 
the kingdom should follow Ram. Kaikeyi 
has to struggle to maintain her demands. 

V This too remains problematic Why is a con¬ 
text needeiLat all? Would she have had leu 
leverage if Dashrath who is about to 
renounce poliiical power were also able to 
renounce the sexual desire which is 
repeatedly described as endavement? 

1 Exactly what Ram has told Kaushalya. That 
is why Kaushalya becomes Bharat's ‘true* 
mother. 

2 Sita’s threatened suicide if she is not 
allowed to join Ram’s exile because she does 
not want to be left unprotected in the 
palace Sita’s lament at being abandoned by 
Ram despite her devotion when she is im- 
.prisoned by Ravana, Kaushalya bemoaning 
her status which has been equal to that of 
Kaikeyi's servants, Kaushalya's sense of 
vulnerability and fear of the taunts of junior 
wives once Ram is exiled, arid her claim that 
having had no happiness with her husband 
she had looked forward to putramjya for 
an end to her troubles—all testify to this. 

3 Ram even claims Iw won Sta back to restore 
his own fame and nm for love of her. and 
describes her abduction as bita's sexual 
dalliance with Ravana. 

14 If they are obscured or resolved at all it it 
in the latter-day, now hegemonic versions 
of the epic. 

15 in Dashrath’s literal distribution of sons in 
the form of fertilising ‘kheer’, the largest 
portion goes to Kaushalya and the smallest 
to Kaikeyi. 

16 Significantly, Ram himself is inclined 
towards inieipreting Kaikeyi's action as 
preordained. He soothes Lakshman saying 
that the vey suddenness and extremity of 
Kaikeyi’s behaviour shows it is a part of 
god's design, otherwise how could a good 
woman give her husband such pain. 

17 And provide her with a minue of dwarf and 
hunchback women servants! 


18 These, as associated with the wordkaatar, 
almost a pre-emotion, could range from 
fear, impatience, excitement, nervousness to 
cowardice. 

19 He not only invokes every possible sin, 
dishonour and punishment in ihc bsx>k fur 
her bul lells her to walk into a burning fire 
or hang herself, and says he would kill her 
himself but foi Ram’s disapproval of 
malricidc—-magnifying her ‘sin’ bevonrl eii 
durance and moving Kaikeyi lo tears. 

20 In one sense personalisation contuim (he 
action of Mamhra and Kaikeyi. 

21 There are repealed images, which haunt 
Dashrath and even Ram of Kaikeyi enjoy¬ 
ing power a.s a widow, t c, such a widow's 
suffering is not a ccrtami), ideologically 
that IS. Kaikeyi becomes a husband killer 
in an epic w hich sets out to deify husbands 
and univcrsalisc nuridharma through 
Kaushalya. Anasuya, Sita and Ihe choric 
voices of Ihc tacclcvs women of Ayodhya. 

22 Kaikeyi's nioihei accused of lacking all 
compcicnce - nandharma, respect for 
lamily honour, a ..arclcssncss regarding her 
husband's life - is dismissed trom any 
juMinabicclaim to queenship. However, the 
real issue, over which she is banished from 
her husband’s home, is her challenge to 
male control ul knowledge. 

23 Kaushalya evcniually translates her hus¬ 
band’s rejection into duly and so succeeds 
in remaining good. Despite latent fraternal 
and polygamous politics, the onus of 
disharmony is put on Mamhra and Kaikeyi. 

24 Wc arc still left with a set of questions 
related to the mythic refraction of social 
practices and norms. Which are the earlier 
or extant systems of mutual or reciprocal 
rights for women which are now being 
eroded or sought to be supplanted? Whai 
was the relation between primogeniture, 
polygamy and female sexuality as glimpsed 
in lUikeyi’s transition from wife to mother? 
Is Kaikeyi’s agency on her own behalf, or 
on.her son’s or on both? What was the 
wider set of relations between kinship and 
politics which produced inequality in Ihe 
palace? What wa.c the ranking and location 
of brideprice in terms of extant marriage 
arrangements? Were brideprice agreements 
honoured? Was poliqtamy one of the 
breeding grouitds for both Ihe ascription of 
scheming women and of a corollary con¬ 
volution of women’s agency? What was the 
relation between Dashratha's visibly over¬ 
powering love for Kaikeyi and his failure to 
obey the terms of the brideprice agraement? 
Could hierarchy be altered in the name of 
love or did polygamy function to split male 
duly and male desir^ Was there an inherent 
contradiction between naridharma and 
po^amy? Would the nature of Kaikeyi's 
agency and social valuation change if the 
brideprice agreement entered the chain of 
causality or would it still go against the 
social grain? What other kinds of female 
lyency is Kaikeyi’s counierposed to in llie 
UtlmHi HamayaHa and how are Manthra 
and Kaikeyi presented in other recensions 
of the Ramayant? 

25 She claims that now Hindus ate like the 
‘pchalwan’ (body builder), who had main¬ 
tained his sirengih through daily ‘dand 
baithak' (exercise}, but failing (o maintain 
it after marriage, turned into a weakling. 
His ‘samajhdar’ (sensible) wife, who he 


blames for his weakness, demonsiraics that 
he can perform Ihe same feats if accom¬ 
panied by his five strong young sons. This 
discussion is based on two audio-casscites 
circulated during ihc peak of the Ram 
Janmabhumi campaign. 

26 Hindus are asked lo give up evil fathers as 
I'rahlad gave up Hiranyakavhyap, or re¬ 
nounce evil broibert. av Vibhishan did 
Ravana. 

27 According lo Swaini Sakshiji Maharaj, a 
lilP MF' Irom Mathura' "In ancient times 
kings ruled but holy men held rhe reins" 
\The Times of India, June 28, 1991). See 
also the siaiemenis of Swami Chinmaya- 
nand, BJP MP from Badaun (UP) in The 
Times of India, July 23, 1991. In a virtual 
replay of Annie Besant, Riihambara claims 
that m Indian history every successful king 
has had the blessings and advice of a guru 
or sani. Besant, with her notoriously 
organicisi view of India had stated in her 
lectures that in the past rishii (ascetic saints) 
had aoively participated in politics, wander¬ 
ing around (he country, visiting kings and 
asking whether they looked aftet the widows 
and orphans of those who had died on the 
baiileneld. 

28 Ritliambara too claims mat Muslims start 
all riots, have always attacked Hindu pro¬ 
cessions at Dusehra and Oiwati while 
Hindus, too tolerant in Ihe past have not 
attacked Muharram processions, Hindus are 
killed and now must retaliate. Masjids, said 
to be arsenals, are more or less specified as 
a target. For evidence and analysis of the 
role and deployment of these ideologies 
during communal riots sec PUDR (1990) 
and Chakrararii ei il (1992). For a discus¬ 
sion of insiigatory pamphlets intended to 
create a paranoid, guili-free, militant Hindu, 
sec PUDR (l9Sn, pp 8.9). fhe call to destroy 
masjids must oe seen in he context of the 
large number of masjids attacked and 
damaged in northern India in the course of 
communal riots during this period. 

29 According toher, (hey all remember Ihe day 
when they did not have a ‘naukari’ (job) and 
prayed to Bajrang Bali for help, piomising 
‘prasad’ (food offering to idol) in ictum, 
and when they lose (heir jobs they will have 
to take Ram's ‘sharan’ (sanctuary). However 
the matier docs not rest at setting up 
Bajrang Bali and Ram as an empitqrment 
agency in order to establish the PAC as 
‘Rambhakts’ or true devotees of Ram. 
When Mulayam asks them to fire they will 
Hie but time will tell whether the bullets will 
be aimed at Rambliakts or ‘Ramdrohis’ 
(those who have been liaiton to Ram). On 
that day, (he PAC will turn into ‘Bitjrang 
Balls' and undertake a ten to one contest 
with ‘Alis*. 

30 A man was re(>orted as crying from excite¬ 
ment [7%e Times ef India, April S, 1991). 

31 The RJB campaign has coiuolidalcd a rural 
base in the past three years, as for instances 
among labouring classes and ratal elite 
belonging to intermediary castes in pans of 
Bihar (PUDR 1990, pp 29-32). Along with 
the RIP base among the pcily bourgeois in¬ 
telligentsia of Bihar and UP, it has also ac^ 
quired a base among small town commer¬ 
cial and manufatxuring groups, a strata of 
mofussil trader which cannot readily 
transform imo corporate capital in western 
UP while its base in central UP is more 
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rearkedly upper caste IChakravarii ei ai 
1992]. In Maharashtra, the BJP cadre, 
initially lotver middle clas.s and brahmin, is 
now shifting to uppct class, protessionat 
and cniteprcncurs-ihc 'modernised 
Hindus' as it were—and (here has been a 
conscious effort to enlist non-brahmins. 
Pandurang Shastri Alhavaie who is draw¬ 
ing in OBCs expdiinds a 'modern' Hin¬ 
duism, holds relatively liberal positions on 
women’s issues and is said to have affinities 
with this right-wing formation. Similarly, 
Pradeep Ravai of the Patit Pavan 
Sanghaian. which works in iribal regions, 
identifies feudalism and religiosity with a 
reactionary Hindutva and claims lu be a 
Hindu who has never followed a word of 
Hinduism. In Ciujarai it is not the brahmin- 
bania but the paiel-kshairiya, the nouveau 
riche, NRI’s and westernised youth who 
support the BiP- Deepika Cbrkhalia, the 
Sita of the television Ramuyanu, recently 
elected lUP MP, is said to be unable to 
speak more than iwo words of Clujarati! 
In both r^ions the old fashioned RSS 
ideology is moving out and a new 
managerial group wiih a different under¬ 
standing of religion is moving in. (I owe this 
as well as all subsequent information on 
Maharashtra and Ciujarai to Ram Bapai, 
Vidyui Bhagwaf, Vibhuti t^tel and Sandeep 
Pendse.) 

I They draw selectively on existing 
experiences, frustrations, grievances, 
inhabited piejudices, preseiiiing them as the 
only reality in explanatory discourses which 
make people feel that their 'real' experience 
IS being recognised. 

I As is well known these oiganisaiions place 
liberal secularism outside the consensus of 
the communilypf 'ordinarv people’ via ap¬ 
peals to common .sense or brand them as 
communal through strategic rcsersals which 
also help to conceal their own agency, 

I In Maharashtra, it is noi senior Rashira 
Sevikas but a young Kashira Scsika and 
ABVP activist in Rolahapui, Mcdha 
Nanivadekar, who has publicly criiicised 
Riihambaia fur using them for their own 
purposes. Some BJP men have also said 
that Rilhambara's language is nui suilahle 
for women while right-wing women icseiued 
Bal Thackeray’s derogation of women ji a 
recent meeting in Maharashtra. 

i They claim to want neither divine shakti nor 
tiberatory feminism. Sin mukii is identified 
with a caricatured female permissiveness, 
c'ommunism and the Nehruvian legacy 
while stri shakii is identified with the mobile 
mainstream and its platform consists ul 
positions against dowry and violence and 
demands for palnaghara or creches, safety 
for women commuters and a uniform civil 
code. 

!) For a discussion of the Rashtriyasevika 
Samiii and the particular accommodation 
of women’s militancy and professionalisa- 
lion sec Sarkar (1991, pp 2061, 62], 

1 The parallel with Britain in the 1980s is 
interesting: since 'patriarchal positions are 
absolutely central, as points of condensed 
articulation, in the discourses of both mid¬ 
dle class, petit bourgeois and working class 
respectability—an apparently non-political 
factor that has the effect of stabilising and 
securing to the Righi a whole range of other 
discourses' (Hall 1988, p SO). 
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Tackling the Growing Burden of Public Debt 

I S Gulati 

This paper deals principally with some questions concerning the growing burden of internal public debt in India. 
These questions that have lately been raised with a stridency not noticed before focus on reducing the fiscal 
dgficit, a term that hardly ever figured in the lexicon of fiscal policy in India, but which has all the same to be 
taken note of. 


r 

THERE is no gainsaying that public debt 
in India has grown rather rapidly in re¬ 
cent years. During the 80s the combined 
debt of the central and state governments 
grew at the rate of 18 per cent per annum 
as against the GDP growth rate of 14 per 
cent (both in current prices), with the result 
mat the ratio-of public debt to GDP. 
which was already quite high,' increased 
substantially, from 30 per cent in 1980-81 
to 75 per cent in 1990-91.^ Thus an addi¬ 
tional 2.S per cent of GDP was added on 
to our publie debt every year during the 
80s. During this period both internal and 
^eternal public debt increased rather fast, 
but the increase in internal public debt was 
faster. Between 1980-81 and 1990-91, the 
increase in the internal public debt was 
almost six times (5.84) as against that in 
the external public debt of almost five 
limes (4.92).’ 

True, the magnitude and growth of a 
country's public external debt could 
legitimately cause concern. But the source 
of concern, namely, the pressure debt ser¬ 
vicing creates for the-balance of payments 
with respect to a country’s public external 
debt, and that relating to the magnitude 
and growth of the overall externa! debt of 
a country are mostly the same. According 
to the estimates of a recent RBI task force, 
the total external debt of the country grew 
from Rs 19.5 thousand crore in 1980-81 
to Rs 123 thousand crore in 1990-91, 
i e, by 6.31 times, while its public debt 
ormponent, as already noted, increased by 
5.84 times, i e, at a somewhat slower 
pace.* The non-public debt component 
of the country's external debt has, ob¬ 
viously, been rising even faster. In 1980-81 
the public debt component was as high as 
70 per cent in the total external debt, but, 
it would have come down to 55 per cent 
by the end of the year 1992-93. 

Not that the growth in the country’s 
public external debt is. for the reason of 
its slower growth 4han that of the overall 
external debt of the country, less of a mat¬ 
ter of concern. Indeed, aH external debt, 
its magnitude and growth, should be of 
utmost concern to us. But we have totake 
note that lately the focus of attention has 
turned on the growth of public internal 
debt’ and it is on that component of 


public debt that this paper concentrates. 
In fact, our focus is even narrower, in that 
we shall concentrate on the central govern¬ 
ment’s internal debt which currently ac¬ 
counts for something like 85 per cent of 
the combined internal debt of the central 
and state governments. 

11 

As a proportion of GDP, the central 
government’s outstanding internal debt^ 
rose from 35.6 per cent in 1980-81 to 53.3 
per cent in 1990-91. During the same 
period, gross interest payments on inter¬ 
nal debt, as a proportion of GDP, more 
than doubled, as they rose from 1.7 per 
cent to 3.7 per cent. Other measures of 
growth in gross interest liabilities show an 
increase, more or less similarly dramatic. 
As can be seen from Thble 1, as a propor¬ 
tion of the centre’s total expenditure; these 
payments showed an escalation from 10.5 
per cent to 18.7 per cent during the same 
period; as a proportion of the revenue ac¬ 
count expenditure from 15.4 per cent to 
26.1 per cent; as a proportion of revenue 
receipts from 18.1 per cent to 34.6 per cent 
and as a proportion of tax revenues from 
24.6 per cent to 45.7 per cent. Of course, 
each of these measures has, at the same 
time, a story of its own to tell, given the 
denominator used for the purpose A 
substantially higher proportion of the cen¬ 
tre’s expenditure was accounted for by in¬ 
terest payments on internal debt in 
1990-91 than in 1980-81 is what the first 
two measures relating interest payments 
to total and revenue account expenditure 
tell us. When we relate interest payments 
to revenue account receipts and tax 
revenues, not only are the proportions ac¬ 
counted for substantially higher but the 
increase in these proportions over the 
period is also quite substantial. So there 
can be no two opinions that the gross in¬ 
terest obligations with respect to the cen¬ 
tre’s interna) debt have become r«her high 
during the course of the last decade. 
Going by the available figure for 1992-93, 
over half (Sl.9 per cent) the centre’s tax 
revenues would have been earmarked for 
meeting itt gross interest obligations. 

But. is it right to assess the burden of 
public debt in terms of gross interest 
obligations without taking into account 


the returns on investments financed out 
of funds raised by public borrowing? AM 
funds borrowed by government need not 
be, and are not actually, deployed in 
investments, physical or finandd. But the 
portion so deployed, particularly that 
made in financial investments, does yield 
returns, and that too directly in the form 
of interest receipts, dividends and profits. 
In 198(3-8I as much as 84.3 per cent of the 
interest paid on the toul public debt of 
the centre was recover^ as interest 
receipts, dividends and profits.' Com¬ 
pared to that, the amount recovered iii 
1990-91 worked out to 44.5 per cent. For 
1992-93, the corresponding percentage 
works out to a sUghtly higher figure of SO 
per cent, but is still considerably lower 
than the recovery ratio in 1980-81, Thus, 
while the centre’s debt mounted and its 
gross interest obligations increased, cor¬ 
respondingly its recoveries declined, 
relativbly speaking, with the result that the 
burden fell with even greater force <hi the 
general budget. 

As can be seen from 'teble 2, the spurt 
in net interest outgo, i e, after netting for 
receipts on account of interest, dividends 
and profits, has been quite phenomenal 
over the period, lMO-81 to 1990-91. Since 
direct ceceipts of the exchequer fnm 
public investments have registered most 
niggardly increases—-whoi measured at a 
proportion of GDP, they increased from 
1.6 per cent in 1980-81 to 1.8 per cent in 
1990-91—the government has been con¬ 
strained to meet a larger proportion of its 
net interest outgo from its general budget. 
Between 1980-81 and 1990-91, the nm 
interest outgo, as a proportion of the 
centre’s current account receipts, inaeas- 
ed from 9.5 per cent to 23.4 per cent; as 
a proportion of the centre’s tax revenues 
the corresponding increase was from 12.9 
per cent to 30.9 per cent. As a propaKhm 
of the centre’s total expenditure It 
registered an increase from 5.4 per cent to 
12.8 per cent.* 

Ill 

Of course, it can be argued, and quite 
justifiably so, that to view the burden of 
public debt in terms of the declining 
recovery ratio; or the burden of net outgo 
on the general bw^, as has been done 
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in the preceding paragraphs, would be to 
udce too narrow a view. Deployment of 
funds raised by a government for purposes 
which arc not directly remunerative, in the 
sense of yielding interest, dividends or 
profits, could still be quite productive to 
the economy as a whole, in the sense of 
improving its efficiency of production or 
adding to its productive capacity through 
improved economic oi social infrastruc¬ 
ture. In that case, could one not legi¬ 
timately expect the public investments to 
reflect themselves in higher growth of na¬ 
tional income and correspondingly in bet¬ 
ter revenue receipts of the government, 
especially tax receipts? Between 1980-81 
and 1990-91 the central government’s 
revenue receipts, as a proportion of GDP, 
increased from 9.4 per cent to 10.7 per 
cent and tax.receipts from 6.9 per cent to 
8.1 per cent. During the same period, an¬ 
nual growth registered in GDP was of the 
order of 5.5 per cent in teal terms, whereas 
net borrowing (including borrowing from 
RBI) of the central government increas¬ 
ed from 6.6 per cent to 8.6 per cent and 
gross interest obligations increased from 
1.9 per cent to 4 per cent of GDP. Ob¬ 
viously, the increase in the central govern¬ 
ment’s receipts as well as in its tax receipts 
has been far below the increase in its gross 
interest obligations even though the 
growth in GDP was by no standard in¬ 
substantial. So. while the productive im¬ 
pact of a large proportion of public 
expenditure t^nnot be ruled out, the fact 
cannot be overlooked that it has failed to 
reflect itself in sufficiently enhanced 
revenues of the central government. 

The increasing ratio of net outgo on ac¬ 
count of interest payments to the govern¬ 
ment’s current revenues and tax revenues, 
both of which, as noted above, rose 
significantly during the 80s, tells us more 
than that the recovery ratio declined dur¬ 
ing the period. Of course, the single-most 
important factor responsible for the in¬ 
crease in the burden in the sense of the 
proportion of the government’s receipts 
to be set apart for meeting the net outgo 
on account of interest payments has been 
the decline in ihc recovery ratio, i c, the 
ratio of interest and related receipts of the 
government to its gross interest obliga¬ 
tions. As was noted above, this ratio came 
down sharply from close to 85 per cent 
to well below 50 per cent in the course of 
the decade. At me same time, however, it 
was also the tardy expansion in govern¬ 
ment revenues in general and lax revenues 
in particular, that was responsible for the 
net outgo regisicring the sort of sharp 
increase observed above as a proportion 
of government revenues The question 
of sustainability of public debt assumes 


importance as the ratio of the outgo to 
government receipts mounts. 

If direct returns from government 
investments do not expand as public debt 
mounts and if at the same time, govern¬ 
ment revenues do not expand sufficiently, 
the higher relative burden of the net outgo 
can mean cither reduced non-inicresi 
governmcni spending or larger fiscal 
deficits or, of course, a combination of 
both. In the process, a sort of vicious cir¬ 
cle can get into motion with higher deficit 
leading to larger borrowing which causes 
still higher deficits because of the larger 
net outgo. The villain of the piece, it must 
however be recognised, is a mix of inade¬ 
quate recovery ratio and insufficient 
revenue mobilisation. 

IV 

How do we tackle the situation created 
by the high ratio ol the interest outgo to 
the government’s current receipts? The 
question we have to ask, therefore, is 
whether in the light of the developments 
of the past decade with regard to the in 
creasing burden of interest outgo, the ac¬ 
cent of current fiscal policy is rightly 
focused. By targeting the fiscal deficit, 
defined as the excess of total government 
expenditure over government's current ac¬ 


count receipts, the tecent gov«nment$ at 
the centre {there have been three govern¬ 
ments in as many years) have sought to 
focus attention on containing public bor¬ 
rowing regardless of not only whether it 
takes the form of borrowing from house¬ 
holds, or from banks or from the Reserve 
Bank ol India" but also what the funds 
raised in public borrowing could have 
been used tor by the government. In fact, 
going by the position taken in the latest 
Economic Survey it would appear that the 
government would like to go much farther 
than containing current net borrowiing 
and effect a reduction m the outstanding 
government debt.'- To achieve this, the 
net public borrowing would indeed have 
to become negative at some stage. Any 
positive net borrowing would imply an in¬ 
crease in the absolute level of outstanding 
public debt. 

Strictly speaking when the pioponenis 
ol the concept speak ol the fiscal deficit, 
no distinction is drawn between covering 
Ihc fiscal deficit through external public 
boriowing and through internal public 
borrowing. We shall, however, assume for 
our purpose that the fiscal deficit, 
whatever be its magnitude, is covered 
through internal public borrowing. 

To emphasise reduction in public bor- 
towing in order to reduce the fiscal deficit 


Tahii I: CiRoss Inii ki si I'WMI ms m ( I nirm Govlrnviini 


Gross Inieresi as Peiccriiagc of 

19X0 XI 

1990 91 

1991-92 

(RE) 

1992-93 

(BE) 

tl) GDP 

1.7 

3.r 

4.0 

4.2 

(2) Total govcrnmeni expenditure 

10 S 

18.7 

214 

23.7 

(3) Revenue expenditure 

15.6 

26.1 

28.2 

31.6 

(4) rurreiii revenues 

iX.I 

34.6 

35.1 

37.2 

(5) Tax revenues 

24.6 

45.7 

48.8 

51.9 

Memo Hems 

(1) Centre’s internal debt (’000 crore) 

48.5 

283.2 

317.7 

356.3 

(2) Centre's interest payments (grossi on 
internal debt ('000 crore) 

2.4 

19.6 

24.6 

29.1 


Siiun-e bconomti Survey, 1992-93. 


Tabu 2: Ni i Oiikkion Accolni or Intf-RE.st Paimlnts by Ceniral Covcrnment 


Gross Iniercsi Outgo as Percentage of 

1980-81 

1990-91 

1991 92 
(RE) 

1992-93 

(BE) 

(1) GDP 

0.9 

2.5 

2.8 

3.0 

(2) Total government expenditure 

5.4 

12.8 

14.8 

17.2 

(3) Revenue expenditure 

8.2 

17.6 

19.7 

2^ 

(4) Current revenues 

9.5 

23.4 

24.6 

26.5 

(5) Tax rescmics 

Memo Hems 

12.9 

30.9 

34.1 

37.0 

(1) Interest receipts (’(MX) cipre) 

I.XO 

8.78 

11.30 

13.46 

(2) Dividends and profit.s (’(MX) crore) 

(3) Interest * dividends -l- profils/gross 

0,58 

0.77 

1.06 

2.55 

interest payments tpei ceni) 

84.3 

44.5 

45.3 

50.4 


iVofr: No attempt ha,s been made to disaggr^aie nci inicrest paymcni attributable to internal 
public debt and those attributable to external public debt of the centre, in view of the 
type of assumptions found necessary to make for such an exercise. 

Source: Economic Survey, 1992-93. 
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amounts to shifting the accent of fiscal 
policy from the mobilisation of current 
revenue receipts and the productive 
deployment of government expenditure to 
blanket reduction of government spen¬ 
ding. One cannot rule out the possibility 
that a stage may arrive when blanket 
reduction in government spending may be 
called for. The question is whether that 
stage has -arrived already. Has a proper 
assessment been made of the role of 
government spending of various types? 
For instance, has the limit been reached 
already for the role of government in the 
expansion and/or improvement of the 
country’s socio-economic infrastructure? 
Here, one should add that distinguishing 
between revenue account and capital ac 
count in government spending may not be 
as helpful as between the purposes lot 
which government spending, be it or 
revenue or capital account, is to be in 
curred. For that matter, even the distinc¬ 
tion, between plan and non-plan spending 
is not very useful because a good pan of 
non-plan spending is meant for the 
maintenance and running of the socio¬ 
economic infrastructure on which rests the 
whole edifice of the country's cuneni 
economic growth. 

Still, can the burden of public debt be 
said to become unsustainable just because 
the outgo on account of interest pay¬ 
ments, gross or net, rises fast m propor¬ 
tion to total current receipts of a govern- 
nient and reaches levels which are con¬ 
sidered high?” True, the higher the pro- 
ponion ol a government’s current receipts 
to be earmarked for meeting the govern¬ 
ment's interest liabilities, the lower is the 
proportion thereof available for meeting 
the government’s .rther expenditures, 
which the government is not contraaually 
obliged to incur but which may still be 
very necessary to incur. Such other expen¬ 
ditures, at least a substantial part thereof, 
may be necessary to incur for the govern¬ 
ment to meet its obligations on the basis 
of its social compact with its people or to 
sustain the country’s economic growth. 
Therefore, to seek to reduce the burden 
of public debt by reducing the govern¬ 
ment's other expenditures may well 
amount to reneging on its obligations 
under its social compact with its people 
or harming economic growth. Instead, the 
government should be exploring ways and 
means of mobilising additional current 
revenues. Larger tax revenues will reduce 
the government's deficit on revenue ac¬ 
count as well as its fiscal deficit. Larger 
recoveries in the form of interest receipts 
dividends and profits wilt reduce the net 
outgo on account of interest on oublic 
debt. True, in the end the government 
may have to borrow less, given the level 
of its tout expenditures. But such restraint 
in public borrowing will have been achiev- 
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ed by following a route that will force the 
government neither to renege on its social 
compact ooligations nor.to forswear the 
major role it has in sustaining economic 
growth in a country such as India at its 
present stage of development. These con¬ 
siderations cannot be overlooked when 
there is recognition all around that a 
substantial role is nccessaiy for the 
government, given the present stage of the 
country’s development, in the further 
building up of the soc>o-cconomlc'infra- 
.Mructure required to sustain a high rate 
of economic growth 
it will be appropriate at this point to 
refer to the 1944 paper written by E D 
Domar.'^ This paper was, no doubt, writ¬ 
ten in the context of the post-world war 
II fiscal policy in the US. but it is in our 
judgment eminently relevant to the cur¬ 
rent discussion in our country on fiscal 
policy. In this paper, Domar demonstrates 
that “the problem of the debt burden is 
essentially a problem of achieving a grow¬ 
ing national income increase”. With a 
growing national income, Domar show.s, 
the taxation required to finance the in¬ 
terest liabilities of a government on its 
public debt will not impose a particular¬ 
ly unbearable burden on the economy. In 
fact, he shows that “the greater is the rate 
of growth of income, the lower will be the 
tax rate {required to meet the interest 
charges on public debt], even though a 
more rapidly rising income results in a 
larger absolute magnitude of the debt” *' 
What is necessary to ensure, according 
to Domar, is that government expen¬ 
ditures are productive, not necessarily, 
however, in the narrow sense of requiring 
that “the a$.sets constructed make a direct 
contribution to the federal treasury or are 
self-financing” but in the larger sense of 
contributing to (he growth of national in¬ 
come. “National income", Domar asserts, 
“would be able to advance at a higher rate 
if governmental expenditures were produc¬ 
tive in our sense”."’ Thus, if we are wor¬ 
ried about the burden ot a growing public 
debt, the thing to do for policy-makers is 
not to stop or reduce public borrowing but 
to review the existing allocations of 
governmental expenditures and make sure 
that the maximum possible proportion of 
these expenditures is incurred in areas and 
in a manner that contributes, of course 
optimally, to the growth of national in¬ 
come. Then, with national income grow¬ 
ing fast, indeed faster than before, if 
reallocations arc done correctly, the 
burden of taxation required to finance the 
interest outgo from the budget will bo 
possible to keep low and the sort of situa¬ 
tion currenfiy being faced by us, with an 
increasing proportion of the government's 
currernt receipts having to be earmarked 
for interest payments, will still be possi¬ 
ble to avoid. 
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The answer to our current concern 
about the sire and burden of internal 
public debt is certainly not to take fright 
and start slashing governmental expen¬ 
ditures so that net public borrowing can 
be curtailed, if not altogether eliminated, 
because in the process growth of national 
income could sulfci. The recipe of 
slashing public borrowing would be tan¬ 
tamount to throwing out the baby with the 
bath water, if not killing the goose that 
lays the golden egg. 

CONC IX'SION 

We could do no better than to conclude 
this essay with a ringing final observation 
of Domar fiom his paper referred to 
above; 

When post-war fiscal policy is discuss¬ 
ed, ihc public debt and its burden loom 
in the eyes of many economists and 
laymen as the greatest obstacle to all good 
things on earth. The remedy is always the 
reduction of the absolute size of the debt 
or at least the prevention of its further 
growth. If all the people and oiganisations 
who work and study, write articles and 
make speeches, wony and spend sleepless 
nights—all for fear of the debt—could 
forget about it for a while and spend even 
half their efforts trying to find ways of 
achieving a growing national income their 
contribution to the benefit and welfare of 
humanity and to the solution of the debt 
problem would be far greater. 

Nolea 

{This is a revised, updated version of (he 
author's D K Shufcia Memorial Lecture 
(1992 9)) at the Department of Economics of 
the MS University of Baroda. The author 
gratefully ackilowledges the benefit he had of 
the comments from V N Koihari, J C 
Sandesara. S R Hashim, and R J Mody. The 
responsibility of eriors, if any, is entirely (be 
author's.) 

1 India ranked among the lop IS countries in 
the world with regard to the ratio of public 
debt to GDP in the mid-80s. interestingly, 
however, compared to Singapore's ratio of 
close to 90 per cent, India’s worked out to 
45 per cent. 

2 The calculatkms are made after converting 
the outsuinding external public debt at the 
exchange rate prevailing at the end of the 
financial year and adding (hem to outstan¬ 
ding internal liabilities. We agree fully wRh 
the observation in the Economic Sutvey 
1992-93 (p 22) that "it is more appropriate 
to convert them |i e, external liabilities of 
(hr government I at current end-of-the-year 
exchange rates to reflecl Ihc burden of the 
debt fully". 

3 Thanks to (he sharp devaluation of the 
rupee since July 1991, the more recent 
figures have a different story to tell. The 
increase bcisveen 1980-81 and 1992-93 (RE) 
of the internal public debt works out to 9.35 
limes as against 8.31 times for the external 
public debt. (See also note 4.) 

4 One has to be a link cautious here. What 
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is referred lo here as public enternal debt 
appears to be loo narrowly defined and is 
understood to exclude the external debt of 
even fully-owned government commercial 
undertakings, though almost all of that car¬ 
ries expliat public guarantees. Even the nar¬ 
rowly defined public external debt had, as 
noted, increas^ by 8..1I limes by the end 
of September 1992 compared to its level in 
1980-81 (see tconomic Survey, 1992-93, 
pp 25 and 118), winch compared to the in¬ 
crease in the overall externa! debt of 10.42 
pci cent over the same period wa.s still lower. 
Hen* our assurhplion is ibai the figures pul 
out for both public and overall external dcbi 
are broadly correct, at least in regard to 
change over the period But note has to be 
taken of the existence of disparities between 
various estimates of the magnitude and 
growth of the country's overall external 
debt. Also, these disparities are partly at 
least traceable to differences in the estima¬ 
tion of public external debt. (See, Arun 
Ghosh, 'India's External Debt in Relation 
to BOD Prospects', tPW, Eebruary 6.) 

5 .See, in particular. Raja J rhelliah, ‘Giowih 
of Indian Public Debt' in Bimal Jalan (ed), 
Indian Economy: Pmhiems and Prospects. 
Viking, 1992. 

6 In working out this figure ot 85 pei cent, 
we have excluded the debt owed by the slate 
governments to t he centre. T his avoids dou¬ 
ble counting. It is well to bear in mind, 
however, that the states' debt to the centre 
IS almost 2.S times the debt they owe cur¬ 
rently to others, including banks and fii^n- 
cial institutions. 

7 The term ‘internal debt' is used to cover the 
various liabilities of the government which 
in official documents ate referred to as ‘in¬ 
ternal liabilities' including what is narrow¬ 
ly called ‘inicrnal debt'. 

8 While interest payments are shown in the 
official documents .separately for internal 
and exieinal debt, interest receipts, 
dividends and profits are not so shown. The 
practice so far followed in the official 
documents is lo put out also figures of total 
net outgo on account of interest payments. 
But in netting for receipts, account is not 
taken of the government's receipts as 
dividends and profits and to that extent the 
net outgo on account of interest payments 
has tended to be overstated. 

9 These figuies are different from those given 
in the Economic SurvQi, 1992-93 (p 26). The 
net outgo figures worked out by us include 
dividends and profits in addition to interest 
receipts. The increase in nfl outgo as work¬ 
ed out by us, over the period is of the order 
of 2.4 limes, substantial no doubt but far 
short of the four-fold spurt referred to in 
the Economic Survey. 

U While direct returns from government in¬ 
vestments figure in the numerator of the 
recovery ratio, (he ituerest returns, assum¬ 
ing that (hey get reflected in the expansion 
of tax revenues and therefore of total 
revenue receipts, will figure in tlbe 
denominator while working out the relative 
burden of the net outgo relative to the 
government revenue receipts. Expansion in 
tax revenues may come about either because 
national income itself grows fast or because 
given (he rale of increase in national income 


the ratio of utx revenues to national income 
rises. Of course, both the factors could well 
operate simultaneously. 

11 The present writer has sought to bring out 
the implications of this particular shift in 
fiscal policy’s focus requiring a blanket 
reduction in fiscal deficit. See, I S Gulati. 
‘Reducing the Fiscal Oefkii'. EPIE July 20. 
1991. Also, R J Mody, *00 Defining (he 
Fiscal Deficit*, EPIV, September 21, 1991 
and Mihir Rakshii, ‘The Macroeconomic 
Adjustment Programme: A Critique’, EPW. 
August 24. 1991. 

12 See, Economic Survey, 1992-93, p 28. In 
principle, a reduction in (he centre’s outstan¬ 
ding liabilities is possible through “either 
a primary surplus or from the proceeds of 
asset sales” But, as the Survey puts it, “the 
effectiveness of the latter" |i e, debt reduc¬ 
tion with the proceeds of asset sales) can 
be increased by retiring high interest debt 
or disinvestment of the equity of selected 
issues which were making losses”. So we 
cannot be accused of stretching the point 
to infer that the Survey does envisage debt 
reduction in (he absolute sense. Chelliah is 
much more forthright when he calls for the 
“liquidation of a substantial part of the 
existing stock of internal debt” without 
which, according to him, “it would not be 
possible to eliminate the revenue deficit 
within even the next five years” and “the 
demand of government investment will have 
to be kept too low, affecting growth and 
welfare" (op cit). 

13 After noting that “interest payments net of 
interest received increased by nearly four 
times, from 3.6 per cent to 13.9 per cent” 
of total government expenditure between 
1980-81 and 1991-92 (RE), the Economic 
Survey 1992-93 speaks of the fiscal correc¬ 
tion measures taken lo reduce the level of 
borrowings and expresses the hope that 
within a few years the reduced level of bor¬ 
rowings will have “a perceptible impact on 
the heavy interest burden of the govern¬ 


ment”. What the Survey fails to address ai« 
(he factors underlying the phenomenal 
increase in (he net outgo on account of 
interest payments particularly as a propor¬ 
tion of the revenue receipts of the govern¬ 
ment. Not surprisingly, therefore, the main 
focus of (he so-called fiscal correction 
measures seems to be directed at reduction 
in borrowings. 

14 Sec, E D Doniar, ‘The ‘Burden of the Debt* 
and the National Income' in his Essays in 
the Theory of Economic Growth, Oxford 
University Press, 1957. 

15 Following Domar. the required tax rate lo 
meet the interest changes on public debt 
would approximate to; 

i 

r 

where a is the fraction of national income be¬ 
ing borrowed by government, r is the rate 
of growth of national income and i is the 
real rate of inierest. 

Thus, assuming o = 6 per cent. r = 5 per cent 
and i = 2 per cent, the required tax rate 
would work out to 2.4 per cent. With only 
r changing lo 8 per cent, the required tax 
rate will work out to 1.5 per cent. 

Given Domar’s definition of taxable income, 
his required tax rate is none other than the 
ratio of tax revenue to national income (in¬ 
cluding, of course, interest on public debt). 

16 The view taken in the Economic Survey 
1992-93 (p 20) with legard to the efficiency 
of government expenditure is totally op¬ 
posite to Domar's. “In an efficient system” 
the Survey observes, interest payments of 
the government “would have been covered 
by returns on productive capital expenditure 
and investment financed by debt”. Adjudg¬ 
ed thus, (he government's plan spending is 
found to be severely wanting and therefore 
comes in for severe strictures when the 
Survey notes that “instead of providing such 
a cover, plan expenditure has been charac¬ 
terised by low returns from investments and 
inefficiency". 
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Breast-Feeding and Working Mothers 

Laws and Policies on Maternity and Child Care 

Mina Swaminathan 

Laws and policies which attempt to promote breast-feeding merely by placing restrictions on artificial feeding 
without simultaneously providing positive social suppor: measures may be damaging to children besides being 
unfair and unjust to women. A radical change in perspective is needed which recognises that a woman’s reproduc¬ 
tive role is a form of 'social production’ which needs social support. 


GREAT concern is currently being 
expressed about the trend towards decline 
in breast-reeding and its implications for 
the health and development of dvldren. 
The efforts consequently being made to 
promote breast-feeding through social 
policy and new legislation, such as the 
Infant Milk Substitutes, Feeding Bottles 
and Infant Feeding Act (1992) tend to 
focus attention almost exclusively on the 
welfare of the child. However, keeping in 
mind women’s dual roles as prc«ductive 
workers and citizens on the. one hand and 
mothers on the other, it is necessary to 
raise certain issues related to working 
mothers and the law in order to take a 
more comprehensive and balanced view 
of the necd.s of both women and children. 
This becomes even more important since 
some of the existing and proposed laws 
seem to be contradicting instead of com¬ 
plementing each other in seeking to attain 
common goals. It is also inadequate tc 
consider laws alone. A holistic peispeciive 
must take account not only ot laws (and 
rules under them) but also of government 
policies as expressed in schemes as 
well as prevailing work-place norms and 
conventions. 

This paper is hence divided into three 
sections: (I) The rationale tor an approach 
to the issues related to working mothers, 
breast-feeding and the law; (2) Review of 
prevailing laws and policies and their im¬ 
plementation; and (3) Proposals for com¬ 
prehensive legislation and policie.s. 

1 

Tilt* Ratiunalo 

Considering the issues from the stand¬ 
point of the welfare, health and develop¬ 
ment of both women and children, and 
in the light of women's productive respon¬ 
sibilities as wcikci:, the basic argument 
adopted here is that of all laws and 
policies affecting the working mother in 
relation to breast-feeding, those concer¬ 
ning maternity leave and benefits are of 
primary significance, those relating to 
creches for working mothers are secon¬ 
dary, while yet another set of other laws 
and policies can be considered as tertiary 
support systems. Before taking up the 
analysis of the prevailing taws and policies 


from this perspective, wc outline the 
underlying rationale for this argument. 

Current medical opinion holds that 
exclusive breast-feeding is essential for th^ 
child for the first four months of life, with 
supplementary feeding ideally being 
staned at four months. Continued breast¬ 
feeding is recommended during the period 
of weaning for several months thereafter. 
If the main concern is to find ways of 
allowing the mother to remain constant¬ 
ly available to the child during the first 
four months of life, it makes sense to 
begin by considering maternity leave and 
benefits as the primary instrument tc 
assist working women. 

There is some divergence of opinion 
about how long breast-feeding should 
continue, some specialists being in favour 
of continuing till the child is two years of 
age. There are also strong arguments sup¬ 
porting the hypothesis that prolonged 
breast-feeding leduces the chances of con¬ 
ception and hence contributes toward: 
spacing of births. These controversies 
however do not affect the position as 
regards the first four months about which 
there is near unanimity. 

Studies which provide the follow¬ 
ing kinds of evidence need serious 
con.sideraiion: 

The volume of milk production in 
women during the first year does not vary 
much, but there is a definite variation with 
regard to the attainment ol peak lactation. 
Amongst those women who may be 
termed ‘early producers’, the peak is at¬ 
tained at the end of the third month, while 
the ‘late producers’ reach the peak only 
after six months. 

It has been found that working women 
in agricultural societies arrange for some 
kind of substitute feeding through 
caretakers in their absence during day¬ 
time and try to compensate by offering 
unrestricted suckling during the night 
[Helsing and King I984j. This disrupted 
feeding pattern not only reduces lactation, 
which is responsive to demand and thus 
the total availability of breast milk to the 
child, but also increases the risk of 
diarrhoeal infection as a consequence of 
unhygienic substitute feeding, both factors 
contributing to malnutrition of the child 
[Population Reports 1984). 


It has been found that amongst urban 
slum women in Inoia many are unable to 
breast-feed the child exclusively for more 
than two months, their lactation failure 
being related to their own low levels of 
nutrition and health [Gopalan 1990], 

These findings, which underline the 
need to provide the mother with adequate 
rest, nutrition and care during the first few 
months, also indicate the primary impm- 
lance of maternity leave and benefits in 
this context. 

Creches for children below six years 
form an essential support service for 
working mothers as well as a developmen¬ 
tal service for children and hence require 
powerful advocacy. However, creches as 
support for brmst-feeding are meaningful 
only under conditions which may be in 
practice difficult to meet, i e, th^ must 
be: (a) close enough to the mother's 
work-place to be accessible for feeding 
throughout the day. and (b) competent to 
take care of infants during the firet few 
months of life. 

As far as the former is concerned, most 
women workers find it difficult to carry 
the child to the work place, especially if 
they have to travel long distances in urban 
areas. Besides, the environment at the 
work place may be unhealthy, hazardous 
or otherwise undesirable for infants. 
World-wide experience in the last 30 years 
has not found the work-place to be the 
best location for child care, being found 
satisfactory only in those cases where the 
work-place and the housing site coincicte, 
as in ihe case of institutional campuses, 
large construction sites, and workers' 
housing colonies. Even the socialist coun-' 
tries which have pioneered the work-place 
creche are gradually moving towards 
creches in residential areas. 

As far as the second condition is con¬ 
cerned, it must be noted that the youngest 
infants, for whom breast-feeding is rele¬ 
vant, are also the most vulnerable and 
risky to care for, and creches find h 
difficult to manage them exixpt in very 
favourable circumstances. In general, the 
tendency is to concentrate on chUdren 
older than one year of age. some coun¬ 
tries even going so far as to lay down the 
minimum age for admission to the creche. 
Even in Vietnam, which has the most 
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extensive coverage of young children (0-3 
years) in creches it is comparatively rare 
to find infants below eight months of age 
in the creche. The creche seen merely as 
an aid to breast-feeding must therefore be 
considered only as a secondary support. 

Tertiary support systems are needed, 
which have yet to evolve, including such 
elements as part-time work, take-home 
work, flexi-iimc, and shift work for 
mothers in the first year after childbirth, 
and extended parental or family leave later 
on. 

II 

Tin* Ri*vir“H 

Who are working mothers and hosv 
many? Census figures and estimates by 
various agencies [Shram Shakti 1988| in¬ 
dicate that there may be about 10 crorcs 
of working women in India, many of 
them below the poverty line, rstimaies 
based on Census data (Swaminathan 
19911 indicate that there may be at least 
two crorcs working mothers of young 
children (aged 0-6 years) whose 4.S crorcs 
young children are in need of day-care It 
is not possible to state how many of these 
children are infants (0-1 years) who need 
breast-feeding, but clearly the number 
would run into several millions, perhaps 
a crore, and concern several million work¬ 
ing mothers. Most such working mothers 
of young children work out of economte 
necessity, which is made more imperative 
by the high incidents of female-headed 
families among the poor. 

To whom do the laws apply? In general, 
it is found that laws and statutory welfare 
provisions do not affect all categories of 
women uniformly but arc applicable only 
to workers in the organised sector and in 
establishments of ovei a specified si/e. 
Self-employed, contract workers, those in 
small establishments may find themselves 
outside the scope of these laws. 

It is estimated | Shmm Shakti 1988) that 
B9 per cent of all working women are in 
the informal sector and only II pci cent 
in the organised sector. It is difficult to 
draw (he line between the two, though size 
of establishment and .selt-employment are 
two criteria which can be used to make 
distinctions. Thus, the majority of women 
in agriculture, construction, forestry, 
Tisherics, dairying, and handicrafts may 
be self-employed, or work in small 
establishments, or as contract workers, 
and may be said to be in the unorganised 
ar informal sector, women working in 
itines, factories, plantations, transport, 
jtilities, etc, may be said to be in the 
aiganised sector. However, the agriculture 
iccior includes large force of wage labour, 
nore than 50 per cent of whom arc 
women, while women working in shops, 
affices, schools, hospitals, welfare insiitu- 
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lions, etc, in the category ‘services and 
professions' can be found in both groups. 

Several laws and service rules, govern¬ 
ment policies and schemes, as well as 
norms and conventions affect the oppor¬ 
tunity of working women to breasi-teed 
their children. However, the only law 
which addresses the issue directly is the 
Maternity Benefits Act (1961). 

(1) The act applies to women working 
in establishments employing 10 or more 
persons (including mines, factories, plan¬ 
tations, offices, shops, circuses) that is, it 
applies to practically all women in the 
organised sector. 

(2) I he act provides that a woman (who 
has actually worked for a period of not 
less than 160 days) shall be entitled to 
maternity benefit for absence from work 
not exceeding three months (six weeks im 
mediately preceding and including the day 
of delivery and for the six weeks imT 
mediately following that day). This ob¬ 
viously restricts the period of exclusive 
breast-feeding of the infant to six weeks. 

(J) A woman is also entitled to an ad¬ 
ditional period of leave with wages up to 
a maximum of one month, if she is suf¬ 
fering from illness arising out of pregnan¬ 
cy, delivery, premature birth or miscar¬ 
riage. This clause is intended to .safeguard 
the mother's health but cannot be used 
only to extend the period of breast¬ 
feeding. 

(4) Section ii Rule 6 provides for two 
nursing breaks of 15 minutes duration 
each in the course of the mother’s work¬ 
ing day. If the creche is not attached to 
the work place she can take not less than 
five or not more than I.S minutes time for 
travel. This assumes that the mother has 
access to a creche oi some other facility 
near enough for her to avail of the nurs¬ 
ing breaks. 

It is evident that the present laws and 
conventions regarding maternity leave and 
benefits are not supportive to the breast¬ 
feeding mother, either quantitatively or 
qualitatively To begin with, the law leaves 
out, for the basic purpose of maternity 
leave, the vast majority of women in the 
unorganised sector including home-based 
workers, self-employed, contract workers, 
etc, as well as lets slip many who work in 
small establishments in the organised sec¬ 
tor And secondly, the provision regarding 
nursing breaks can become operative only 
for a minuscule number, as will be seen 
below 

Quaiiialively, the law practically debars 
healthy mothers from exclusively breast¬ 
feeding their infants for more than six 
weeks and more or less compels them to 
resort to supplementary milk loods, thus 
running counter to the intention ol the 
new bill for the regulation of iiilaiii foods 
and breast milk substitutes. 


Creche.s are statutorily provided to 
women working in mines, faciories and 
plantations (under the Mines Act. the Fac¬ 
tories Act, and the Plantations Act) and 
also to contract labour and inter-state 
migrant labour (under the Contract 
Labour Act and the Intcr-.State Migrant 
Workers Act). But even this statutory 
obligation only applies to establishments 
where more than a specified minimum 
number of women usually 30, are 
employed (except in the case of mines). 
There is no statutory provision for women 
in the services and professions, who hence 
have to depend on creches in the volun¬ 
tary and privaie sectors. 

Creches to support women in the 
unorganised sector are sought to be pro¬ 
moted by the Scheme of Assistance for 
Creches for Children of Working/Ailing 
Mothers, a central government scheme 
which offers financial assistance to volun¬ 
tary agencies to run creche.s foi children 
aged 0-6 years of working women below 
the poverty line 

In quantitative terms, the present laws 
and policies regarding creches leave out 
the majority of working women in the 
unorganised sector and their children. 

In qualitative terms, it may be noted 
that the funding pattern of the scheme for 
creches makes it very difficult for NGOs, 
without additional resources to run 
creches as a .satisfactory day-care service, 
judged in terms of meeting the needs of 
the mother or in terms of promoting the 
all-round development of the child 
[Swaminathan 1985). 

As far as implementation is concerned, 
the available evidence (.^ppendix I) in¬ 
dicates that: (a) the provision of creches 
is highly inadequate in relation to the total 
number of working women and their 
children aged 0-6, (b) very few-creches 
keep infants (0-2 years) especially those 
young enough to need breast-feeding, and 
(c) only a very small number of creches 
are located at work-places. 

The work-place creche as a support to 
breast-feeding is not at present an option 
for the great majority of working women 
in our country. Under prevailing condi¬ 
tions, it may be unrealistic to expect in¬ 
fants below 6-8 months to be kept in 
creches at the work-site and only a few 
mothers may be willing to utilise them. 

It is interesting to compare our laws and 
policies with those of other countries. In 
the developing world most countries are 
in a position similar to ours, still bound 
by the shackles of the colonial past. The 
outstanding exceptions arc the socialist 
countries. Most countries of the in¬ 
dustrialised world have evolved more pro¬ 
tective laws and policies for mothers and 
children, with the lead again being taken 
by the socialist countries (Appendix II). 
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The PropoMls 

A radical change of perspective is 
needed which recognises that woman’s 
reproductive role is a form of ‘social pro¬ 
duction’ that is. time spent on maternity 
is not to be seen merely as ‘absence’ from 
economically productive work, but as 
‘presence’ in the socially and economically 
productive work of rearing the next 
generation, or in building human capital 
or human resource development. From 
this standpoint, a woman who is fulfilling 
the double roles of production and 
reproduction simultaneously (tiK working 
mother) needs social support from several 
sources, namely, the family, society (in the 
sense of community), the state and the 
employer. And it'is only in relation to the 
last two categories, namely, state and 
employer, that the law can play a signifi¬ 
cant role. 

I.aws and policies which attempt to pro¬ 
mote breast-feeding merely by re.strictions 
on artificial feeding without simul¬ 
taneously providing positive social sup¬ 
port measures may be damaging to 
children besides being unfair and unjust 
to women. By limiting women’s options 
and forcing women to make painful 
choices between child and work, such an 
approach places the burden of both choice 
and guilt on individual women, denying 
social responsibility for mother and child. 

To genuinely promote the health and 
welfare of both mothers and children, 
there is need for armprehensive legislation 
and policies which will consider materni¬ 
ty and child-care services jointly, since 
pregnancy, childbirth, lactation, infant 
care and day-care form a continuum of 
needs. Such a perspective should concern 
itself with mothers and children for the 
entire period from pregnancy up to the 
time the child reaches the .school-going 
age, with varying responses to each stage. 

MAit KNiiv BtNi-i tTS Act 

T..e single-most important step from 
the point of view of brea.st-feeding is the 
amendment of the Maternity Benefits Act 
along lines more sensitive to the needs of 
mother and child. The following sugges¬ 
tions attempt to tackle the problem 
directly. 

(1) Maternity leave as such should be 
calculated from the day of childbirth and 
should be for a period of four months. 

(2) Mothers may have the option of 
extending maternity leave for a further 
period, at first on half pay, and then nd 
pay, but without loss of other service 
benefits, seniority, etc. 

(3) Leavc during the final stages of 
pregnancy from two to four weeks may be 
taken, as medically advised, and should 
be treated on par with medical leave. This 


leave should not be deducted from mater¬ 
nity leave. 

(4) Women should not be transferred or 
subjected to other punitive actions or suf¬ 
fer loss of benefits during the basic mater¬ 
nity leave period of four months. 

(5) Nursing breaks should be of 40 
minutes duration each—20 minutes for 
feeding and 20 minutes for travel and may 
be allowed till the ch-'ld reaches the age 
of 12 months. 

The rule should be applicable (a) when 
there is a creche facility, statutory or 
otherwise, at or near work-place, defined 
as ten minutes travel time each way; and 
(b) when there is any arrangement, in 
dividual or organised, by which the 
mother can go to the child or the child 
be brought to the mother within this time 
period. In the latter case, nursing space 
should also be provided. 

, It is understood that maternity leave of 
four months has already been introduc¬ 
ed in the states of Haryana, Punjab and 
West Bengal 

in addition to legislation, supportive 
practices like part-time work, take-home 
work, and shift woik in the first year after 
childbirth and extended parental or family 
leave later on should first be tried out as 
schemes or optionals, so that they can 
later be integrated into the system through 
law. 

Creches and child care services are an 
essential facility for the children of work¬ 
ing mothers both as support service for 
working women and as a strategy for the 
protection, care and healthy all-round 
development of young children. Even 
though creches may play only a limited 
role as far as breast-feeding alone is con¬ 
cerned, laws and policies for maternity 
and child care must be considered as a 
whole. It is therefore suggested that; 
(1) Contributions towards the provision of 
creche and child care facilities be made 
compulsory for all employers under the 
Shops and Establishments Act. This will 
bring many more women employed in ser¬ 
vices and professions under the purview 
of protective legislation. 

(2) The existing rules be amended so 
that the statutory obligation to provide 
creche facilities may be fulfilled not only 
by each employer maintaining a creche 
but also by groups of employers coming 
together to jointly finance and maintain 
common creches and by creches financed 
by employers' contributions but manag¬ 
ed by appropriate agencies, either govern¬ 
mental or non-governmental. 

An example of such legislation is the 
recent amendment to the rules under the 
Factories Act in Tamil Nadu. While an 
example of support policy is the scheme 
being inti%>du(^ by the ministry of 
labour, government of India providing 
training and financial incentives to groups 
of employers on industrial estates who ate 


willing to run common creches, either by 
themselves or by funding appropriate 
voluntary agenacs. 

From the experience so far. it is clear 
that such Enabling’ legislation can be 
translated into reality only with the help 
of further supportive laws, policies and 
schemes. Such support can be provided 
through setting up a National Child Care 
Fund as an autonomous or statutory 
body, exclusively for the purpose of 
funding, monitoring and supervising child 
care services for the children of women 
workers. 

Suggestions for a National Child Care 
Fund drawing on contributions from 
employers, state, parents and donations 
(with tax relieO from the publi^ and 
devoted exclusively to the. ftnanoing of 
creches and day-care for all children who 
need it have been made in Shnm Shakli 
(1988). This document also includes 
detailed suggestions for setting up a 
national network of child care services. 

it must be recognised that such protec¬ 
tive welfare legislation and policies will 
first become available to women workers 
in the organised sector, who are not only 
a small minority of all women workers, 
but also already more privileged and more 
affluent than their sisters in the informal 
sector. In the present stage, this is 
inevitable. Studies have found serious and 
disturbing decline in breast-feeding 
among urban women in services and pro¬ 
fessions belong to the middle and lower- 
middle classes. Hence, though the urban 
service-sector working women may be 
numerically far fewer than women in the 
unorganised sector, they deserve serious 
attention from- the point of view of 
promotion of breast-feeding. 

But there arc ways in which these 
benefits can be extended step by step to 
the unorganised sector, ^o main ap¬ 
proaches can be followedl (I) Extending 
statutory benefits to other categories of 
workers through occupation-specific 
legislation such as Bidi and Cigm Workers 
Act, and through proposed new legislation 
such as Construction Labour Bill, the 
Agricultural Workers Bill and the 
Karnataka Rural Development, Employ¬ 
ment Generation and Employment 
Guarantee Bill. (2) Developing maternity 
and child care schemes as part of a social 
security network for women and diildren. 
Examples of both approaches already 
exist: The Employment Guarantee Act 
(Maharashtra) which provides maternity 
benefits to women working in projems 
covered by the act and the Maternity 
Benefit Scheme of Ikmil Nadu and 
Maternal Protection Scheme of CujMat 
which provide some financial, help to 
women below the poverty line. 

It must be recognised that such legisia- 
tion is likely to meet with considerable 
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misunce from employers. Further, 
wornm i»orkers themselves and women’s 
organisations may be opposed to it, fear¬ 
ing adverse consequences on women’s 
employment and discrimination against 
women. TVade unions, who have in the 
past been lukewarm to women’s issues, 
may also be unlikely to offer support. 
Hence a widespread, active and sustained 
campaign of public education must 
prec^e and follow the enactment of any 
such laws in order to contain the possible 
damage to women’s advancement and to 
P'OMOte and advance the cause of women 
aow children. 

Appendix I 

Creches and Uay*Care Services 

According to government of» India (Pro¬ 
gramme of Action NPE 1992, Ministry of 
Human Resources' Development) there were 
12,470 creches in 1991-92 serving about three 
lakh children. Thex figum. which include both 
statutory and voluntary creches, do not specify 
the numbers of children in each group, nor the 
number of working mothers. Another estimate 
[Swaminathan 19911 indicates that about 2.S 
htkh children ate found in 10.000 creches in the 
voluntary sector and only about 50,000 childien 
are in creches in the statutory seaor. No speciric 
information is available about the numbers of 
children in the age groups 0-2 years and 2-6 
years in either sector.' 

In the statutory sector alone, it is estimated 
that three lakh ^titled' women (with six and 
a half lakh young children) ate covered by the 
existing laws. Thus the number of statutory 
creches is very inadequate in relation to the 
number of children involved. Still worse, they 
are often found mote in name than in actuality, 
especially in relation to mines, factories, and 
contract labour, though there are some outstan¬ 
ding exceptions among industrial creches. The 
best record as far as provision for infants close 
to the mothers’ place of work is concerned, is' 
in the plantation sector in South India 
(Swaminathan 19g5|. 

Many or most of the creches in the volun¬ 
tary sector have the lollowing characteristics 
(Swaminathan 1985]: (a) they do not operate 
for the whole day nor do their timings coin¬ 
cide with the working hours of mothers; 
(b) they usually do not cater to children below 
two years of age; and (c) they are not located 
in close proximity to mothers’ work-places. 

The largest Indian child care programme, 
Integrated Child Development Services, has no 
day-care component except in Tamil Nadu and 
Kerala (Swaminathan 1990] nor does it provide 
custodial cate even for short periods to children 
below two years. Creches run by municipal and 
local authorities exist in some places, but the. 
number is loo low to be of significance. There 
is no estimate of the number of creches in the 
private sector, or of children/moihers availing 
of their services. Little is known about the 
nature of services for infants in private creches, 
cither; with the exception of a few micro studies 
(Nakhate-Datta 1987]. Available information 


indicates that they are more likely la be found 
in residential areas than near the work-place. 

Appendix II 

Comparative Review of Laws and 

Policies Relating to Maternity 
and Child Care 

A compilation by ILO of legislation and 
policies regarding pregnancy, maternity, infant 
feeding and marketing of breast mijk sub¬ 
stitutes in 135 countries provided the data bax 
for this overview. ■ Sharp contrasts can be 
obxrved between the practices of the sociali.st 
(picxnt and former) and market-oriented coun¬ 
tries, as well as a growing divergence in trends 
between the indu.strialised countries, where 
employment is preponderantly in the organis¬ 
ed sector and the developing countries, where 
the informal sector predominates. This review 
will consider the data for the developing and 
industrialixd countries in turn. 

The countries of the developing world can 
be caiegorixd into four groups, on the basts 
of the practices followed in this regard 

(1) Standard practice; The majority of coun¬ 
tries in the developing world provide three 
months (or 12 weeks) of maternity leave, most 
frequently divided up into six weeks before and 
six weeks after childbirth. This group includes 
India, and most of the market-oriented coun¬ 
tries as well as a few .socialist countries—Bra/ii. 
Jamaica. Peru, Mexico and several oihci large 
countries in Latin America and the Caribbean, 
other south Asian countries, most of the 
African and Arab countries bod several other 
Asian countries fall into this group. In almost 
all maternity beneru is at 100 per cent of wages 
with protection againsrdismissal during mater¬ 
nity leave. However, a few countries provide 
much less—Argentina. Ecuador. Iraq and some 
other Arab countries like Kenya, Mozambique, 
the Philippines, Sudan, Uganda, Singapore and 
Thailand. 

(2) Increased emphasis on post-natal period. 
Some of these countries have begun to 
recognix the importance of providing more 
leave in the post-natal than in the pre-natai 
period and have divided up the 12 weeks leave 
in different ways, for example, Indonesia, 
Madaga.scar, Nicaragua, Trinidad and fobago, 
(4 weeks before and 8 weeks after childbirth); 
Haiti (4 weeks before, 6 weeks after and 2 weeks 
either before or after, at mother’s cho&e); and 
Sri Lanka (2 weeks before and 10 weeks after). 

(3) Extension of post-natal leave; Only a 
handful of countries have taken steps to pro¬ 
vide full three months maternity leave during 
the post-natai period. Thex include; Costa Rica 
(4 weeks before and 12 weeks after); Chile and 
Cuba (6 weeks before and 12 weeks after); 
Egypt (12 weeks after, pre-natal not specified); 
and Niger (2 weeks before and 12 weeks after). 

(4) Socialist practice: While most of the 
socialist countries in the developing world (such 
as Cuba. Ethiopia. Nicaragua) fall into thei 
above three categories, China and Vietnam are; 
outstanding in their different approach to 
maternity and child care; in China, maternity 
leave ranges from six to 12 months, but at less 


than Rill wage; and it is reported that many 
mothers prefer to relqm to work earlier in order 
to earn the full wage In Vietnam, maternity 
-leave is provided for four months after birth. 
Details about the extent of benefit and pre-natal 
leave ete are not available at the time of 
writing. In both countries there is an extensive 
network of creche'and child care centres. 

The significance of the facts outlined above 
can be appreciated in the context of the follow¬ 
ing obxrvations: (I) In most of the develop¬ 
ing world, the majority of women are working 
in the informal or unorganised sector, and 
hence the type of provisions dexribed above 
would apply to only a minority, more specifical¬ 
ly to tho.se working in government and in large 
public and private sector concerns. (2) Most of 
Ibex countries (several of which arc ex¬ 
colonies) have borrowed their legislation from 
the industrialixd countries, and few have made 
serious efforts to develop new laws more ap¬ 
propriate to their own economics. (3) Several 
are now making adaptations, mostly by pro¬ 
viding (or extension ol leave beyond the period 
statutorily provided, for varying periods, and 
at varying levels ol benefit. This is the most 
encouraging approach so far and the one most 
commonly being adopted. (4) In many of ibex 
countries, legislation regarding creches and 
nursing breaks has also been borrowed from 
industrialised countries, and hence creches and 
nursing breaks are legally required in units 
employing more than a certain number of 
women. However, creches are very little 
developed in most of thex countries and wliere 
they do exist, they are not obxrved to meet the 
needs of infants (5) It is surprising that most 
of the socialist countries in the developing 
world are not much in advance of others in this 
respect, in spite of the importance theorelical- 
ly attached by them to women’s liberation and 
participation in the workforce. In China, mater¬ 
nity provision must be seen in the light of the 
emphasis on the one-chiid-family norm. Also, 
it must be noted that actual implementation is 
more likely among government cadres and 
public workers, and in urban areas and large 
establishments. There is evidence that child care 
provisions have been rapidly eroded in the last 
decade. 

The industrialised countries can also be 
grouped into four categories in terms of pro¬ 
vision for maternity and child care. All of the 
socialist countries provide for fairly long 
periods of maternity leave at full pay, with job 
security and provision for extension of leave, 
as well as work-place nurseries and creches, e g, 
Bulgaria (4 months post-natal with possible 
extensions for first child and more foi sqbx 
quent chiktien); Czechoslovakia (22 week| post¬ 
natal for first Child with possible extensions and 
more for subsequent children; also additional 
for single mothers); Hungary (20 weeks with 
not more than nine weeks of thex pre-natal, 
and possible further extensions); Pblahd (16 
weeks for first child and more for subsequent 
children); Romania (14 weeks of whidi ai'least 
seven must be posi-naul); USSR (former) (18 
months post-natal); Yugoslavia (6-12 months 
post-natai with possibility of haif-tiine worit up 
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to two yean). These findings relate to the 
pie-1989 period, and in-the light of the sweep¬ 
ing political deveiopments of the last three yean 
and fundamental changes taking place in the 
former socialist economies, it is not yet clear 
how these provisions will be or have already 
been altered. 

Scandinavian countries, which have the 
highest per capita incomes in the world and a 
long history of welfare-oriented socialist 
governments, provide long maternity leave but 
at less than full wage and have of late moved 
to providing parental leave which can be taken 
by either parent. H g, Denmark (20 weeks post¬ 
natal, 10 of which may be taken by either 
parent, with further parental leave up to two 
years); Finland (35 weeks post-natal, 2 of which 
may be taken by cither parent, with supplemen¬ 
tary unpaid leave up to one year); Norway (18 
weeks, up in 6 ol which may be pre-natal, 12 
of the loial may be.taken by either parent, sup¬ 
plementary unpaid leave available); and Sweden 
(84 weeks, must of it available to either parent). 

Western Furopcan countries which form part 
ot the FIX' have wide variaiions among them, 
wiih wcsicrn Furope selling the pace. Most fiay 
less than full wages during the. leave period. 
I sample's' t rance (Ih weeks with additional for 
breasi-Iccding mothers); Ciermany (26 weeks, 
and up to .3 ycais parental lease); and Italy (48 
weeks with up to 26 weeks parental leave, and 
suppicmcniais leave lor 6 months). 

.'\iiglo-Ameriean cousin ics which include 
Britain. Canada, Australia, New Zealand and 
ihc US, have ihe Icasi lavoiirablc provisions in 
the developed world, with the US undoubtedly 
;•! the boiioni. Aissiraiia (from 6 weeks up to 
one year, hisi mostly unpaid), Canada (37 weeks 
at 60 per cent pay for Federal government 
employees, unpaid leave only for provincial and 
local government employees, and IS weeks in 
ihc private sector); New Zealand (26 wt*cks, at 
leas; 20 after birth, at allowances equal to 
sickness benefit); UK (44 weeks starling at 90 
per cent wages for the first 6 weeks, with levels 
of beneru declining over the period); and the 
US (no maternity policy a.s such, left to private 
arrangements and usually based on earned 
leave. In some states, provision available as 
pregnancy disability). In the US, job protection 
is available only lo a limiied extent under the 
Pregnancy Discrimination Act. elsewhere, jobs 
are protected. 

The taws in these countries have evolved over 
a period of time, as an expression of basic social 
philosophies and in resisonsc to social move¬ 
ments; in western Europe and Scandinavia, 
maternity and child care policy has to be seen 
in the context of dwindling family size and of¬ 
ficial population policy promoting a higher 
birth rate, universality of nuclear families as 
well as increasing incidence of single-parent 
families, and influence of powerful labour and 
women's movements in shaping social policy. 
In consequence, it can be observed that there 
is a substantial provision for creches and child 
care facilities. A relationship can also be found 
between the concept of extended parental leave 
and the minimum age of entry lo child care cen- 
ires, legally or conventionally defined. 


In Ihe socialist owntries, the itolicy of liberal 
maternity benefits and extensive provision for 
creches and child care services has been a basic 
plank of social policy since the Communist 
Revolulion, and was an expression of the 
socialist'commitment to the liberation of 
women and to the active participation of 
women in economic, political and social life. 
The kind of changes likely to take place in the 
former socialist countries are as yet unclear. 
Sadly, the Anglo-American tradition, which 
gives least importance to stale intervenfion for 
the protection of mother and child, and Icas'cs 
everything to market forces, is the one which 
seems to have been the model for most of the 
developing countries. 

fThis article is based on work done by TN 
FORCES for ihe National Commission on 
Women.) 
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DISCUSSION 


Subsidies in Higher Education 

M Grrsintia kao 


TILAK (1993) in his criticism of the 
analysis of subsidies in higher education 
contained in my paper (Rao 1992] raises 
three questions, namely, (i) what is the 
cost recovery rate? (ii) what should be the 
cost recovery rate? and (iii) how should 
it be achieved? In his view, the recovery 
rate estimated in Rao-Mundle (1992) is an 
underestimate; the suggestion made in 
Rao’s paper to charge economic prices is 
not based on sound pi incipies of public 
finance; and the method recommended to 
effect higher recoveries is inappropriate. 
Debate on these questions is most 
welcome. If nothing else, it at least calls 
attention to the misallucaiiun of public 
resources within education. However, 
Tilak’s comments arc merely assertions, 
not based on any logical reasoning. Nor 
does he show much awareness of the con¬ 
ceptual framework employed in the 
studies-on subsidies to which he has refer¬ 
red to. However, in order to ensure that 
readers are not misled, some clarification 
on the data sources and the conceptual 
and methodological framework employed 
in my paper is necessary. 

Tilak's main argument relates to the 
estimate of cost necovciies. He asserts that 
the concept of recovery rales is not ex¬ 
plained anywhere in my study and that the 
budgetary data used to estimate cost 
recoveries arc less reliable than the data 


put out by the depariment of education 
of the ministry of human resource 
development. It is argued that the estimate 
of cost recovery computed on the basis of 
the latter source is appreciably higher than 
my estimate. Tilak, hosvever, does not pro- 
side any argument for rejecting the 
budgetary data in favour of the data 
published by the education department. 
He merely asserts that he 'considers' the 
latter to be more reliable. He states (p 
246), “Even though I cannot explain the 
huge difference between rhe depariment 
of education data and Ihe data given in 
(he finance accounts, I feel that the 
former are more reliable and appropriate 
for such an analysis than (he latter” This 
is hardly a basis for rejecting an alter¬ 
native data source in any scientific 
research. While there is always room for 
improvement in most data sources, it is 
preposterous for anyone to claim that^he 
data on actual receipts and expenditures 
of government departments pre.sent«i to 
(he slate legislatures and audited by the 
comptroller and auditor general is, for 
unstated reasons, less reliable than the in¬ 
formation compiled from the state educa¬ 
tion direcuirates by the hum'gn resource 
development-ministry. Not is it proper to 
discard one data source when the dif¬ 
ference between the data sources are not 
understood. 
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Equally regrettable is the charge that I 
do not e<(|>lain the concept of subsidies 
used in the study. Of course, the paper 
docs not contain the conceptual and 
methodological details because it is only 
an overview paper putting together the 
results of various studies on the states' 
finances. On the issue of subsidy and cost 
recovery,. the paper simply reports the 
results estimated on the basis of the con¬ 
cept and methodology explained in detail 
in Mundle-Rao (1991) and Rao-Mundic 
(1992). The latter paper, which Tilak cites, 
clearly states that more detailed discussion 
on the concept and methodology is con¬ 
tained in the Mundle-Rao paper. The 
papers have also been discussed rather ex¬ 
tensively. It is strange that Tilak should 
have chosen to criticise the estimates 
without bothering to read the original 
paper from where the estimates were 
drawn and then complain that the concep¬ 
tual framework and methodology had noi 
been explained 

The computation of budgetary subsidy 
as defined here involves estimation of two 
elements, namely, the cost of providing 
the service and the cost recovery. The cost 
of providing the service consists of the 
variable cost (revenue expenditure), in¬ 
terest cost on cumulative capital expen¬ 
diture and depreciation. Similarly, the 
recoveries consist of recoveries by way of 
user charges and interest and dividends (if 
any) received by the concerned depart¬ 
ment on the loans given to and in¬ 
vestments made in non-departmental en¬ 
tities providing the services in question. 
The recovery rale is simply the ratio of 
recoveries to the cost of providing the 
service. 

Thus, subsidy estimated by us refers to 
the general budgetary support for pro¬ 
viding the service, which is the relevant 
concept from the viewpoint of the tax¬ 
payer. The two studies cited above 
estimate subsidies in respect of 85 sectors 
and sub-sectors appearing in the central 
and slate budgets and higher education is 
one of them. The only available source 
which gives data compiled on a com¬ 
parable conceptual basis across all govern¬ 
ments and departments year after year is 
the audited Financial Accounts publish¬ 
ed by the comptroller and auditor general 
of India. 

Though not essential for my reply lo 
Tilak, II is inierc.sting to explore the 
mystery behind the large differences 
between the budgeiarv data and data 
published by the education departmeni lo 
which Tilak has referred lo. The expen¬ 
diture and revenue figures published by 
the education department cover all 
recognised educational institutions, 
including government institutions as well 


as private aided and unaided Institution*. 
Recovery rates in capitation fee colleges 
and other unaided.private institutions are 
obviously quite high (over lOO per cent). 
However, from this it would be highly 
misleading to conclude that recovery rates 
are equally high in publicly provided 
education. 

The next important question is what 
should the recovery rate be? The argu¬ 
ments put forth by Tilak for subsidising 
higher education make curious reading. 
He states that marginal cost pricing can¬ 
not be applied to education “...due to 
positive externalities, merit goods 
characteristics including lack of informa¬ 
tion and lack of income, the public goods 
nature including non-cxcludable character 
of benefits of higher education, decreas¬ 
ing average cost, and market failures” 
(p 247). In short, he has cited the entire 
list of conditions under which public in¬ 
tervention is desirable without bothering 
about which conditions apply to educa¬ 
tion. For example, if higher education 
indeed satisfies the non-exclusion 
characteristic of public goods, how can it 
be priced at all? 

1 had in my paper argued that economic 
pricing is necessary both for reasons of 
efficiency and augmenting resources, if 
one understands the conceptual frame¬ 
work detailed in the papers cited earlier, 
it becomes clear that I am not arguing for 
a marginal cost pricing rule, but merely 
stating that prices should be Fixed fairly 
so that consumers are enabled to consume 
optimal quantities of the service. Higher 
education does involve significant exter¬ 
nalities and subsidisation in its provision 
is definitely necessary. But consumers 
ought to pay a price which is commen¬ 
surate with their annualised private 
benefits. At the same time, the poor 
should nut be denied acces.s to higher 
education merelv because of their lack of 
puichasing power and for this appropriate 
financing mechanisms will have to be 
found. 

On ttic question of effecting higher cost 
recoveries, while Tilak also agrees that it 
is necessary to raise fees, he considers the 
proposals put forth in my paper as 
unreasonable. In my view, broadly, the 
pricing of higher education must be done 
keeping in view the private consumption 
and investment benefits of the service on 
the one hand and the degree of exter¬ 
nalities and merit good elements on the 
other. There is no operational method of 
quantifying these elements and therefbre 
judgments aic unavoidable. It may be 
noted that, in 1987-88, even when the pro¬ 
portion of illiterates was over 60 per cent 
just about 40 per cent of the outlay on 
cducaiiorrhad been allocated to elemen¬ 
tary education. With (his, not only that 


universalisation of elementary education 
has remained a dream but even the quality 
of publicly provided education has been 
abysmally poor. The deprived illiterates 
surely do not have access to higher educa¬ 
tion. Further, the existence of private in- 
situtions providing better quality elemen¬ 
tary education to those who can aflbrd 
has ensured better access to the highly 
subsidised higher education, particularly 
in scientific, technical and professional in¬ 
stitutions to the affluent sections. It may 
be noted that estimates by Guhan (1992) 
show that subsidy per student at higher 
levels of education in 1988-89 (Rs 3,704) 
was over eight times that of elementary 
education (Rs 449). indeed, enabling ac¬ 
cess to higher education to the currently 
deprived categories can be achieved only 
through substantial increase in the outlay 
at the elementary level. Although subsidy 
does have an important role in providing 
higher education, there is surely a case for 
substantially reducing it from the current 
levels. At the same time, the poorer sec¬ 
tions should be provided with greater ac¬ 
cess to higher education through scholar¬ 
ships and loans. 

Tilak argues that (here are more effi¬ 
cient forms of cost recovery than the one 
suggested bv me. In fact. I have only sug¬ 
gested reduction in the budgetary support 
and had mentioned that the individual in¬ 
stitutions should be given adequate flex¬ 
ibility to make adjustments thereafter in¬ 
cluding raising of fees. Of course, within 
this approach differentiation among dif¬ 
ferent levels and types of education can 
also be made. It is also possible to make 
differentiation on the basis of incomes as 
suggested Tilak, but 1 would be hesi¬ 
tant to suggcsi'this to avoid complication 
and misuse. However, this is not to deny 
that better methods of subsidising educa¬ 
tion can exist, but unfortunately the one 
suggested by Tilak is certainly not one of 
them. 

PTk author would like lo thank Sudipto Mun- 
dle for useful discussion without implicating 
him in any ipanner.l 
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What Ails Bangladesh? 

While it is convenient for the IMF and the World Bank to 
blame successive governments in Dhaka for their failure to 
implement reforms and for the current Bangladeshi regime to 
attribute the poor results to malfeasance of its predecessors, the 
decade-long economic stagnation experienced by the 
country needs more substantive diagnosis. 925 

Changing Focus 

There has been a political awakening among the dalits in 
Karnataka in the last IS years which has made them the target 
of new and varied atrocities. What happened in the small 
village of Badanavala in March illustrates this trend. 911 

Dalits have become a major focus of attention of the Hindutva 
forces. In Maharashtra, the December riots Are characterised 
by concerted attempts by the Sangh Parivar to draw dalits 
into its fold. 903 


Weak Roots 

Whatever be the gains of the 
literacy campaigns, they will 
be difficult to sustain without 
mass participation in 
progiammes of social and 
economic development and 
without the universalisation 
of primary education. 914 

While West Bengal has been 
one of the big spenders in 
education, it continues to trail 
other states in literacy 
rales. 919 


By the People... 

People's movements are essential 
to set right the many ills that 
infest the body social of which 
the body politic is a vital pan. 
They are needed particularly to 
impress upon elected 
representatives that real power 
in a democracy rests with the 
people and that an errant, 
corrupt government will 
not be tolerated. 933 


Mismanaged 

The government by its ham¬ 
handed action in preventing 
Kashmiri leaders from going on 
Haj pilgrimage has only* he^icd 
in communaKsing the entire issue 
here and abroad. 896 


Promoting Backwardness 

In regions like Orissa, where 
agriculture is the sine qua non 
of economic development, the 
new economic policy's silence on 
land reforms, among other 
things, will have a detrimental 
effect on growth. 939 

Failure of Science 

.Scientists and technologists 
cannot remain unconc^ned 
about the fact that their 
endeavours have failed to 
draw Indian farmers out 
of their superstition-bound 
world. 913 


Murky Waters 

The swallowing of 'fota Oils, 
Kissan Products and Godrej 
Soaps is only the precursor of 
more exciting events. It heralds 
the country’s first slightly 
hesitant steps towards a 
comprador future. 901 


Victims Forever 

Victims of the' Bombay riots 
continue to be the target of 
various arms of the state—the 
police, the Bombay Municipal 
Corporation and the forest 
department—all of which have 
a nexus with the Shiv Sena. 908 
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Koyyuru Incident: 
Another View 

THOUGH il was ‘yr< another kidnap, the 
Koyyuru incident is peculiar in that iht 
leaders ol the ARC IjC left behind then 
earlier viewpoint the civil rights angle 
to wed themselves to the cause ol human 
rights Larlier, the ARC IX. leaders have 
gone on record stating that the organisa 
tion was boin in order to protect the civil 
rights of the people Since civil rights are 
guaranteed to the people by the state, it 
IS only the state which can violate < ivil 
rights The stale has many mechanisms 
for \ lolating human rights Therefore a 
group dedicated to the protection of the 
civil rights of the people was necessary 
and this group had to maintain a crime 
audit of the state But Koyyuru Inver's the 
earlie stand 

According Ui Kannabiran (March 20-27) 
an intervention on the part of the ARC LX. 
leaders was necessary in order to prevent 
the state from inflicting large scale 
violence in the process of securing the 
release ol the hostages If so, then who 
were the ARCLC going to have talks with’ 
Which party needed to be persuaded 
against precipitating the situation, the 
government or the Naxalites’ The ARC IX" 
chose the latter When the ARCLC 
believes that the PWO is a political 
organisation and not a bunch of mindless 
mercenaries, and that “the government’s 
utter disregard lor the Constitution and 
failure to perform its fundamental obliga 
tions have been laigely responsible for the 
spread of the Naxalite movement in 
the state”, the least the leaders of the 
ARCLC could have done is to press the 
government to hold political talks with the 
PWO V hen the government has utter 
disregard foi the ludicial process and 
adopts extra mdicial methods to deal with 
a politiial problem like Naxalism, kidnaps 
could at worst be termed as counter of 
fensive Who knows better than the 
ARCLC about the police and paramilitary 
atrocities on the Naxalites—the fake en 
counters the torture, the lock up deaths, 
the rapes, the ra/ing down of entiie 
villages, etc’ And a man pushed to the 
bnnk is a desperate and violent man 
Given all this, it is only fair to bring 
pressure on the government 

Kannabiran docs not throw light on 
what Koyyuru signals loud and clear 
the contradictions within the government, 
which was clearly exposed While in the 
earlier kidnapping cases like Gunhedi 
and of Sudhtr Kumar, the state adminis. 
ration moved heaven and earth in the case 


of Balaraju a iiibal Ml A of the ruling 
parly itself, the government showed no 
concern The resignations rendered by 
some ruling party MPs and MLAs, the 
dharnas and the general unrest in Koyyuru 
and Narsipatnam show not only the tribal 
resentment towards the government’s in 
action but also the contradictions within 
iht ruling party In persuading the people 
to withdraw these protests, the ARCIX 
did a world ot good to the government by 
removing the pressure which the people 
had put on it It would seem that the high 
priests of Iht ARC LC were acting on the 
government s behalf 

I he government could only hope that 
the RtkXi dalam would kill Balaraju, 
which would turn the tide against the 
PWG But that was not to be The 
Naxalites proved that their concern for 
tribals IS greater than the government’s 
concern’ by releasing Balaraju and others 
unharmed even before Ranadev could be 
set free by the government When one 
looks into the history of PWG kidnapp 
mgs, only two persons—Malahar Rao, a 
Mandal panshat president and Sankanah, 
a MI A, were kilM after bemg kidnapped 
All other hostages have been released 
unharmed Persons, especially from the 
backward classes, have been released even 
when the govemment has not accepted the 
demands of the PWG 
Ranadev’s release by the government 
cannot be attributed to such innocent 
reasons as the ‘Rayalseema ethic’ of 
Vijayabhaskara Reddy, as Kannabiran 
naively believes The CM realised that his 


last chance to refurbish his party’s image 
before the Ranyam by-election and pre 
serve that last shred of his torn image 
among the tribals was by releasing 
Ranadev Moreover, owing to the keen in¬ 
terest and urgency the govemment will 
have to show in the case of a future kidnap 
of any important person from the ruling 
class, care was taken by Vijayabhaskara 
Reddy in order not to set the ‘wrong’ 
precept of not releasing Ranadev Surely, 
such scheming tactics cannot be owed to 
ethic What happened to ethic when 
Ranadev’s voice on the AIR broadcast was 
mimicked’ It was indeed shocking to sec 
that the APC'LC did not condemn the 
violation of Ranadev’s rights as a pnsoner 
Nor does Kannabiran mention the other 
cases that were hurnedly foisted on 
Ranadev even while bail applications 
were being moved in Maharashtra and 
Warangal Besides calling Vyas a ‘well 
known police officer*, the article, like 
the AIR broadcast of Ranadev’s voice, 
misrepresented Ramanna’s intentions 

There has been debate within the 
ARCLC for sometime on whether it 
should maintain the enme audit of only 
ihe Slate or of both the state and other 
organisations like the PWG The latter has 
prevailed over the past one year One can 
only hope that the ARCLC does not go 
a step further to maintain the ciime audit 
of only the PWG and acquit the govern¬ 
ment of all Its crimes 
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At the Cost of Development 


I T was good to see finance minister Manmohan Singh. 

in his speech at the annual session of the Confedera¬ 
tion of Indian Industry (CIl), raising some issues of 
long-term economic growth which have so far remained 
neglected in the enthusiasm for structural adjustment and 
economic liberalisation. Manmohan Singh outlined some 
of the major tasks facing the economy and emphasised 
the special responsibility cast on private industry and trade 
which, as he pointed out. are enjoying the gains of libera¬ 
lisation and privatisation. 

The issues raised by the finance minister are undoubted¬ 
ly of great importance to the long-term development of 
the economy. For instance, he underscored that the coun¬ 
try would not be able to meet the investment tequirements 
of annual economic growth of S per cent unless the saving 
rate was substantially raised. The current saving rate of 
20 to 22 per cent compared poorly with the rates of 30 
to 3S per cent achieved by countries which have recorded 
impressive rates of economic growth, it is interesting to 
hear this piece of conventional wisdom from the finance 
minister since the cheer-leaders of the so-called economic 
reform have been telling us that what is needed is not more 
saving but better use of saving through improved capital- 
output ratios. The corporate saving rate specifically has 
been abysmally low in this country and so the finance 
minister’s reminder to businessmen to generate internal 
resources in larger measure was very much in order. The 
corporate sector likewise has a pivotal role in boosting ex¬ 
ports. Large industries have been generally net users of 
foreign exchange, while the major effort in expansion of 
exports in recent years has come from small and medium 
entrepicneuis. Third, the finance minister told his audience 
that his ministry’s studies had confirmed the fact of large- 
scale evasion of both direct and indirect taxes.*! f tax com¬ 
pliance were better, there would be no need for constant 
tinkering with tax rates and there would be a stable tax 
regime Fourth, the rmance mimster asked private industry 
to moderate its preoccupation with short-term gains and 
invest in areas such u research and development for long¬ 
term benefits. Fifth, the corporate sector was asked to help 
rural development by initiating the use of modem tech¬ 
nology in agriculture and water harnessing—as he put it, 
“whMher we like it or not. political power has shifted from 
the professional middle class to the middle peasantry". 

While these issues are important, the question realty 
is how far fhe structural adjustment policies that the 
finance minister has initiated and vigorously pursued will 
conts 'tmte to the achievement of these goals. Or will the 
finance minister’s policies in fact take the economy in 


quite the opposite direction? Taking the domestic saving 
rate, the present government’s entire policy package is 
directed towards encouraging conspicuous and unproduc¬ 
tive consumption. Sharp reductions in import and excise 
duties, special encouragement of production of consumer 
durables, even with foreign investment, and liberalised 
import of gold and silver cannot but inflate overall con¬ 
sumption in the economy. The finance minister possibly 
entertains misgivings on this score himself, which is 
perhaps why his exhortation to captains of industry to 
generate more corporate savings. There is now enormous 
scope for the corporate sector to enlarge plough-back of 
its profits because the government has over the years 
drastically reduced the incidence of corporate taxation. 
Tax provision as percentage of profit before tax has now 
come down to about 26 per cent from over 45 per cent 
only four or five years back. This has, of course, meant 
massive loss of tax revenue to the governmotl and yet the 
savings of the corporate sector have not risen bej^nd a 
miniscule 0.5 per cent of GDP. And despite the finance 
minister’s appeals, they are unlikely to show much im¬ 
provement, partly because the high interest rates dictated 
by the government’s monetarist policies are eroding cor¬ 
porate sector surpluses, but more importantly because 
overall corporate profitability is conditioned by the 
narrowness of the domestic market—something for which 
the reform zealots have no eyes or. ears. The economic 
reform and structural adjustment policies are in fact likely 
to further worsen disparities all round—regional, rural/ 
urban and inter-personal—and in the process further nar¬ 
row the demand base for a wide variety of industrial goods 
in the economy. Certainly, it would be futile to expect the 
private sector to generate sufficient industrial emplo^nent 
to malw a worthwhile contribution to widening the 
economy’s demand base. There is, therefore, nothing 
paradoxical about the coexistence of high-pitched capital 
market and financial sector operations with sluggish real 
sector activity in regard to industrial investment, output 
and employment. 

Likewise; the finance minister’s attempt to cajole private 
industry to help rural development is a si^ of helplessness 
on the part of the government in the face of the severe 
cuts in rural development programmes. Investment in 
agriculture and rural infrastructure as also public expen¬ 
diture on health, education and other social sector acti¬ 
vities have all suffered and the resultant damage to the 
rural economy has been extensive. Manmohan Singh’s 
own three budgets have only served up rhetoric in place 
of policies and action in regard to rural development. 
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KASHMIR 

Loutish Intervention 

EVERY ham-handed action by the 
government provides its enemies with a 
handle. The latest instance is the last- 
minute ban clamoed on some pro-seces¬ 
sionist Kashmiri leaders, preventing them 
from proceeding on Haj pilgrimage. 1 he 
manner in which it was done is typical of 
the bureaucratic gaucherie for which India 
is notorious. 

The leaders—Sycd Ali Shah Gcelani, 
Mauivi Abbas Ansari and Mian Abdul 
Qayum—were stopped at the Indira 
Gandhi international airport just before 
they were to board their plane The official 
explanation given was; these leaders were 
going to Saudi Arabia to join a Pakistan- 
sponsored meeting on the Kashmir situa¬ 
tion during the pilgrimage there. Going 
by reports, it seems that home ministry 
officials had panicked following rumours 
that Sardar Abdul Qayum, the premier of 
Pakistan-occupied Kashmir (PoK), was 
planning to hold a meeting on Kashmir 
in Saudi Arabia during the Haj. 

The.external affairs ministry appears to 
have been totally ignorant of the home 
ministry’s fears all these months, during 
which it went through the usual process 
of clearing the formalities necessary to 
allow these Kashmiri leaders to proceed 
on their pilgrimage. The latter first made 
the necessary applications through the 
divisional commissioner in their state as 
far back as September last year, on the ac¬ 
ceptance of which they paid the required 
amount of money and submitted their 
passports to the authorities. When they 
arrived in Delhi on the eve of their depar¬ 
ture, they were cleared and were even given 
the immunisation shots—the final for¬ 
mality necessary for departuie: It was only 
when they were to take their flights on 
May 5 and 6 from Delhi that they were 
stopped and unceremoniously told that 
their passports had been revoked under 
the f^ssports Act. 

The heavens would not have fallen if 
these Kashmiri secessionist leaders had 
met their counterparts from PoK in 
Jeddah. In any case, they surely do not 
have to go ail the way to Saudi Arabia to 
establish contacts with people in PoK. 
their next door neighbours. As for their 
declared objective—secession from 
India—they have made no bones about it, 
and their reiteration of it, made whether 
in Srinagar or Jeddah, would have made 
little difference. So, what does New Delhi 
gain by preventing them from going on 
their pilgrimage? 

The only likely fall-out from th** 
bureaucratic bungling of the entire situa¬ 
tion is yet another nail in the coffin of 
India's much advertised commitment to 


896 


secularism. Quite predictably, immediately 
after they were prevented from proceeding 
on their pilgrimage, one of the Kashmiri 
leaders, Mauivi Abbas Ansari, said: “It 
is interference in our religious affairs by 
a country claiming to be secular”. At a 
press conference in Delhi, soon after the 
incident, these leaders gave a call for a 
worldwide protest day by the Muslims on 
May 14. By its loutish intervention in a 
delicate situation, the government has 
simply helped in communalising the en¬ 
tire issue, both in India and abroad. 

The Organisation of Islamic Countries 
(OiC) has already threatened to impose 
restrictions on scientific, cultural, man¬ 
power and other exchanges with India in 
protest against New Delhi’s policy on 
Kashmir. The latest action by New Delhi 
(in preventing some Muslim leaders from 
going on Haj) will further help the 
'hawks' in the OIC to mount an interna¬ 
tional campaign against New Delhi, which 
is already reeling under the aftermath of 
the Babri Masjid demolition—a scandal 
that has almost demolished India’s secular 
credentials before world public opinion 

EXCHANGE RESERVES 

Exaggerated Claims 

THE government has been patting itself 
on the back over the rise in the level of 
the country’s foreign exchange reserves in 
the last few weeks. Foreign currency assets 
plus special drawing rights (SDRs), which 
were the equivalent of S 5,278 million at 
the end of February, had gone up to 
$ 7,027 million by the end of April, a rise 
of $ 1,749 million in just two months, 
S 1,467 million of which came in March 
(between February 26 and April 2) and 
$ 723 million in the week ended April 2. 

Official spokespersons have missed no 
opportunity to attribute the growth of 
foreign enchange reserves to the success 
of the government’s liberali.sation (lolicies, 
particularly the unification of the ex¬ 
change rate from the beginning of March. 
Replying to the debate on the 1993-94 
budget in the Lok Sgbha, the finance 
minister claimed that “foreign exchange 
reserves had touched $ 7 billion, the 
highest in 20 years, with only S 2.5 billion 
of M coming from borrowed lunds!' 

Without detailed information on the in¬ 
ward remittances or, alternatively, on the 
Re.serve Bank’s sales and purchases of 
foreign exchange, both for normal trans¬ 
actions and for market intervention, it is 
not possible to pronounce on the factors 
leading to the build-up of reserves. But to 
attribute it entirely to a larger flow of 
remittances and export receipts in res¬ 
ponse to the new exchange rate policy is 
not convincing. Ih the first place, a 


sizeable rise in foreign exchange reserves 
in March has been a regular annual 
phenomenon, except in 1990 and 1991 
which were unusual years. There was thus 
an addition of S 1,469 million to reserves 
in March 1992; and of $ IJ)68 million in 
March 1989. S«ond, due to the recession 
in industry, the level of imports has been 
much lower than anticipate. Against the 
expectation of an import level of $ 25 
billion in 1992-93, actual imports during 
April-Februaty 1992-93 were only S 19.95 
billion. The cumulative rate of increase of 
imports (in dollars) was 22 per cent during 
April-September 1992, but it came down 
to 13 per cent during April )992-February 
1993. Despite the sluggish growth of ex¬ 
ports. if, as the govern.Tient has been 
claiming, the Reserve Bank has had to in¬ 
tervene in the market to prevent the rupee 
from appreciating, the explanation is the 
rccesssion in the economy. Finally, for all 
the brave talk about the strength of the 
rupee, it is well known that the govern¬ 
ment has sought to regulate the release of 
foreign exchange to finance bulk imports, 
such as of petroleum products. This'is not 
to say that there has not been faster 
repatriation of export proceeds and larger 
inflow of remittances through official 
channels. But this is not all a matter of 
the new exchange rate policy; the depress¬ 
ed state of the economy has contributed 
significantly to the relatively low inemium 
on foreign currencies in the ’havala’ 
markets. 

In the same vein, the contention that 
borrowings accounted for only S 2.5 
billion out of the total foreign exchange 
assets of $ 7 billion is questionable. 
Foreign currency assets rose by S 3,395 
million in 1991-92, from S 2,236 million 
to $ 5,631 million, and almost the entire 
increase was due to special factors like ex¬ 
ceptional financing, transactions with the 
IMF and the India Development Bonds 
(net of FCNR withdrawals). In 1992-93 
there occurred an increase in foreign cur¬ 
rency assets of S ''46 million and there has 
been a further rise of $ 542 million since 
the end of March, or a rise of $ 1,246 
million taken together. Against this, 
during this period drawals from the IMF 
alone have aggregated S 1^631 million. 
Besides, during April-Decmber 1992, 
there was an aggregate drawal of S 625 
million of fast disbursing funds (S 200 as 
the last tranche of the World Bank's struc¬ 
tural adjustment loan, about S 100 million 
from the World Bank as safety net loan, 
$ 1.50 million froni the ADS under finan¬ 
cial sector financing, S 125 million from 
.lapan under hydrocarbon sector loan and 
about S so million from Germany). It 
passes comprehension, therefore, hoSv the 
finance minister could have claimed in 
parliament—without a single questioning 
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>r the current foreign etwhan^ reserves 
>r $ 7 billion lepresenied borrowed funds. 

:OMMUNIST CONCLAVE 

4 Matter of Credentials 

4 correspondent writa; 

THE CPI(M)'s ideological initiative at the 
nternational level has naturally attracted 
ittention in Indian political circles. This 

5 perha|/S the first occasion that a number 
>f communist parties from different parts 
>f the world, including the three ruling 
>arties of Cuba, Vietnam and North 
Corea, are getting together to discuss the 
Moblems and prosj^s of Marxism in the 
ighi of the collapk of 'actually existing 
ocialism’ in the Soviet Union and east 
European countries. Though professedly 
miy a seminar and not a conference, yet 
in exchange of opinion even at the 
icademic level need not be entirely fruit- 
ess, provided of course the participants 
lave done some honest homework. This, 
lowever, is not in evidence as regards the 
lost party. One should not still prejudge 
he value of the Calcutta exercise, but wait 
or the papers and documents. 

In the domestic sphere, however, the ex- 
dusion of the CPI(M)’s two Left Front 
tilies, RSP and Forward Bloc, from the 
.eminar, while including the CPI, has 
rreated some problems. The CPI(M) 
>encral secretary, H S Surjeet, has 
ustified the exclusion on the ground that 
he two parties ate not ‘communist’. They 
ertainly do not flaunt that label in their 
tame, though they claim to profess Marx- 
sm, the quintessence of a communist par- 
y. if practice, instead of profession, is to 
ic the chief criterion, then the questior 
irises if the CPI(M) or any other credible 
igency has recently undertaken the job of 
waluating the role or the character of the 
larties actually invited. At least with 
egard to the CPI on the invitee list, the 
wo excluded Left parties may raise the 
rredible caveat that during the Indira era 
Tor years this party served as the miserable 
ail of the bourgeois government. 

According to a press report the Forward 
Bloc general secretary Chitta Basu, MP, 
vas not even invited to a dinner thrown 
ly the host party in honour of the foreign 
tuests. although the top RSP leader had 
|ot the invitation and declined it. Basu. 
lowever, jocularly remarked that the only 
nvitation he had received from CPl(M) 
luarters was from Somnath Chatterjee, 
MP, in connection with his two grand- 
pons’ ‘thread’ ceremony. This casual 
evelation, however, raises questions about 
he communist character of the host party 
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does not have to abjure religion or theistic 
faith. But the thread ceremony is not a 
matter of theological faith, but a ritual af¬ 
firming faith in varna and cast& The 
CPl(M), which these days has made 
Swami Vivekananda, the fiery denouncer 
of the varna and caste system, one of its 
chief mascots, has someone as one of its 
chief spokespersons—Chatterjee is thr 
leader of the CPI(M) in the Lok Sabha— 
who still practises the rituals and flaunts 
the symtols of caste hierarchy. How 
Marxist is this Marxist conimuni.sl party? 

THE CAG 

Eye for Changing 
Fashions 

DO the audit reports of the Comptroller 
and Auditor Gerieral (CAG) on the finance 
accounts of the union goverrunent and the 
reports of the test audits of individual 
ministries and departments have any ef¬ 
fect on the management of government 
finances? Not much, it would appear. The 
management of government finances has 
gone steadily downhill even as there has 
been a steady flow of audit reports 
highlighting lapses, irregularities and 
outright fraud. Among recent reports, the 
one on the finance accounts of the union 
government (civil) for 1991-92 and the 
audit of appropriation accounts deserves 
to be noted. 

The auditors are at their best when they 
concentrate on their areas of professional 
specialisation, but when they get into 
examination of the broader economic im¬ 
plications of fiscal operations they are 
quite often out of their depth. The line 
between economic and auditing issues, it 
may be argued, is thin and an auditor can¬ 
not be said to have done his job satisfac¬ 
torily without liking a broader view of 
fiscal operations. This may be so. but the 
temptation to pass value judgments based 
on economic interprtaiions of fiscal data 
is best resisted 

A few examples stand put in the CAG’s 
Report on the Finance and Appropru 'ion 
Accounts for 1991-92 (No I of 1993). First, 
the report attempts to relate fisca* 
variables such as tax revenue, capital ex¬ 
penditure, debt and fiscal deficit to gross 
domestic product (GDP)—and that too to 
GDP at factor cost at current prices in¬ 
stead of GDP at current market prices. 
Now, what audit lesson is to be derived 
tfom the observation that “tax revenue as 
a percentage of GDP has tended to 
ttecline”? Likewise, it is not the fiscal 
deficit to GDP ratio that is so relevant as 
the purpose for which the deficit is 
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for on the part of the CAG in using such 
economic variables. Secondly, there is a 
reference in the report to the monetised 
deficit. Quoting (not altogether accurate¬ 
ly) the report of the Committee on the 
Monetary System to the effect that "an 
unambiguous, and economically mean¬ 
ingful measure of the monetary impact of 
fiscal operations is provided by the change 
in RBI credit to the central government", 
the CAG cites figures from the Reserve 
Bank’s Annual Report as indicating a 
sharp fall in the monetised deficit in 
1991-92. The logic of this fall, attributable 
to the stabilisation programme associated 
with the IMPs stand-by loan, is not 
beyond question. Likewise, the use of the 
gross fiscal deficit concept began after the 
IMF programme of fiscal compression 
had been accepted by the government. 
The CAG, who had made no reference to 
the concept tilt two years ago, now faith¬ 
fully echoes the IMF/World Bank view 
that the gross fiscal deficit is “an index 
of overall financial market disequilibrium 
caused by the fiscal (borrowing) opera¬ 
tions of the government”. Some years 
back the CAG’s reoorts had unquestion- 
ingly accepted the goals set out in the then 
government’s Long-lbrm Fiscal Policy 
(LTFP) statement. Quoting the LTFP, the 
CAG used to argue till last year that pru¬ 
dent fiscal management demanded that 
revenue receipts should not only meet 
revenue expenditure but also leave a 
surplus for financing the Five-Yinr Plans. 
In its report for 1990-91, the CAG had 
taken the government to task l^ecause the 
revenue defidt had turned out to be 
Rs 18,561 crorc compared to the Ninth 
Firiance Commission’s projection of 
Rs 14,500 crore for the year. In the latest 
report, howewr, there is no reference to 
the .revenue deficit at all. It is a different 
tune now. Following the IMF/World Bank 
formulation, the CAG is at pains to point 
out how the rising fiscal deficit had 
resulted in growing internal and external 
indebtedness which constituted 67 per 
cent of GDP with the interest burden 
amounting to 4.9 per cent of GDP and 
23 per cent of revenue expenditure in 
1991-92. Such eagerness to adjust its sails 
to the prevailing winds does not go to 
enhance confidence in the CAG’s objec¬ 
tivity and independence 
This is not to belittle the importance of 
the CAC’s reports which provide in¬ 
teresting data and critical reviews of many 
aspects of government finances. For in¬ 
stance the section in the report under 
dicussion on government investments in 
government companies and corporations 
and the returns on them is quite reveal¬ 
ing. It is pointed out that the return of 
around 0.92 per cent from 239 statutory 
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ings accounting for a substantial govern¬ 
ment investment of Rs 40,121 crore has 
to be viewed against the government’s 
average borrowing rale of iO.2 per cent in 
1991-92. No dividend was received from 
187 public sector undertakings in which 
Rs 36,189 crore were invested up to 
1991-92. The picture would have been 
more complete if the report had also pro¬ 
vided information on the interest received 
from PSUs and other undertakings on the 
debt capital supplied by the government. 

Another piece of useful information in 
the report relates to the \aluation of 
external debt. The budgetary documents 
present the rupee value of external debt 
at historical rates of exchange The CAG’s 
report points out )hat while at historical 
rates of exchange the outstanding exter¬ 
nal debt at the end of March 1992 was 
Rs 36,948 crore, at the current rate of 
exchange it was no less than Rs 1,09,608 
crore, that is, almost three times as large, 
which mcasuies the additional burden on 
the budget as a result of the depreciation 
of the rupee. The outstanding external 
liabilities at historical rates of exchange 
as a percentage of GDP at current market 
prices was 6.1 per cent, whereas at the 
current rate of exchange the ratio was 
18 per cent. 

BANGLADESH 

World Bank 
Prescriptions 

IN the context of the World Bank's rapidly 
increasing involvement with the Indian 
economy, its interference with the pharma¬ 
ceutical sector in Bangladesh is ot 
ugniflcance As is well known, multilateral 
aid agencies as well as international bodies 
including the World Health Organisation 
have been tardy in giving due recognition 
to the country's innovative and radical 
drug policy. Ilieir never-say-dic attitude 
has given rise to tremendous pressure be¬ 
ing put on the government to ‘liberalise' 
the policy. A telling instance was when, 
following the cyclonic storm which 
devastated part of the country, aid agen¬ 
cies pleaded with the government to open 
wme doors for easier import of drugs 
without which medicinal supplies could 
not be sent into the country. To its credit 
[he newly installed government refused to 
give in, subjecting all medical aid to the 
tame rules as imports of ordinary times. 

This stringency has, not surprisingly, 
mnoyed agencies like the World Bank 
which ha$ been pushing for deregulation 
yf the drug industry. In June last for in- 
itancc, the World Bank resident mission 
in Bangladesh sent a detailed note to the 
government on the changes it sought. 
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restrktioiu on import of raw materials, 
controls on pric« of drugs and restric¬ 
tions on the operations of foreign firms. 

Most importantly, the World Bank 
wants the block list system for import of 
raw materials to go. This was introduced 
to restrict import of raw materials and to 
put some control on the practice of 
transfer-pricing, as also to ensure that 
competitively priced products approved 
intcmationaily are brought into the coun¬ 
try and to avoid dumping of sub-standard 
high-priced chemicals and intermediates, 
if the block system were to go it would 
mean that the very basis of the drug policy 
is dismantled and pharmaceutical MNCs 
would reign supreme once again. 

According to the Bank the pricing 
policy “hurts those firms which spend 
money on quality assurance and maintain 
good manufacturing practices". Prices, it 
feels, should be determined by “compe¬ 
titive market forces”. Interestingly 
however, factors like quality control and 
good manufacturing practice are built into 
the pricing policy in which mark-up is 
determined on the basis of level of tech¬ 
nology and aseptic requirement and not 
on the essentiality or otherwise of a drug. 
Drugs which require simple repacking 
have a low mark-up while those which 
need total aseptic facilities for manufac¬ 
ture are allow^ the maximum mark-up. 
Further, companies which have better 
quality contrtrf and follow good manufac¬ 
turing practice are allowed an added 
mark-up of 10 per cent on all products on 
the grounds that these require special 
inputs. 

It is not only the pricing policy which 
Ivothers the ^rld Bank. Its note also 
pleaded for fewer restrictions on advertis¬ 
ing and promotion and on the product 
range allowed to foreign firms. In¬ 
terestingly though, the drug policy puts 
no restrictions on advertising other than 
that all materiak should be submitted to 
the drug controller. Why such controls 
should “infringe the autonomy-of firms 
and their marketing strategy”, if they were 
ethical, is hard to understand. Similarly, 
the only two items which the foreign firms 
are not allowed to manufaaure are 
antacids and oral vitamins which require 
very simple technology, on the grqund 
that foreign firms are capable of manufac¬ 
turing more sophisticated items and the 
quality assuiance they are capable of must 
be put to better use than to manufacture 
these products. This has of course mean', 
that foreign firms have not been able to 
push low priority products. Clearly the 
World Bank's .interest is in the financial 
health of the foreign sector rather than in 
removing discrepancies in the Bangladesh 
government's drug policy. 


TWENTY YEARS AGO 

EPW, May S, 1973 

In well-bred parliamentary democracies 
the judiciary, like Caesar's wife, is expected 
to be above susfMckm—indeed above every¬ 
thing except discussion of the most ^lite 
son. But accidents happen evenin societies 
of impeccable pedigrees. One seems to have 
just happened in our own. In the aftermath 
of the government's deciuon to supersede 
three judges of the Supreme Court in ap¬ 
pointing the new chief justice, some of the 
things which have been said by those on 
either side of the argument will hardly 
enhance the dignity and majesty of the 
judiciary. 

One of the three judges who have resign¬ 
ed from the Supreme Court in protest 
against their supersession has accused the. 
prime minister of having worked for his* 
removal from the court. The prime minister, 
he told a press conference on Tuesday, had 
been ‘greatly piqued' by his judgment in her 
election appeal and, ever sinc^ her ‘agents' 
had been busy trying to build up a case 
against him. His sp^hes in parliament 
were scrutinised, possibly his telephone was 
bugged, and a watch was kept on his 
movements. Turning to the effect of the 
government's actions on the 'independence 
of the judiciary', the learned judge disclos¬ 
ed that "we have already several judges who 
lake pride in notifying to the government 
(heir qualifications for being considered as 
'committed judges’ ”. The number of such 
judges was bound to increase in the years 
to come, he added. 

If this be an insider's view of the judiciBry 
and of the level at which relations arc con¬ 
ducted between the executive and the judi¬ 
ciary, then the picture that emerges must 
shock those who have taken their Jennings 
and Bryce to heart. They may, nevertheless, 
take some satisfaction from the imnner in 
which the legal profession throughout the 
country has responded to the government's 
action. With but few exceptions, members 
of the bar--from former attorney-generals 
and over-worked doyms of the profession 
to briefless practitioners in mofussil 
courts—appear to be agreed that grievous 
damage has been done to the status of the 
judiciary and, through that, to the very 
bksis of the political system, by the manner 
of appointment of the new chief justice oi 
the Supreme Court. However, even the pro¬ 
test of the profession has been rather less 
than full-blooded, for, apart from the three 
affected judges, not a single judge of the 
Supreme Court or any of the Ib|^ courts, 
not to mention any one from the lower 
rungs of the judiciary, has fell moved to 
press the point by resigning his job. Resigna¬ 
tions by those directly affected—they do it 
all the time in the army—are not very ef¬ 
fective in esublishing hi^ moral principles. 

When it is all over, one may be sut^ 
everyone on both sides will agree that it 
was a great Tight for a noble cause. As 
the minister for steel, Mohan Kumara- 
mangalam. told the Lok Sabha on WNlnes- 
the appointment of the . new chief 
justice "will be a landmark in our judicial 
history in that it has open^ up a debate 
on the rightness or otherwise of the con¬ 
vention (of appointment by seniority) and 
uncover^ tire reasons which must move 
the goveriuneni in making appoimments of 
this kind”. 


198 


Economic and Puliticai WeeUy May 8 . 1993 



IN THE CAPITAL MARKET 


Jindal Iron and Steel 

JINDAL group's Jindal Iron and Steel Com¬ 
pany has choked up an expansion pro¬ 
gramme and besides plans for investment 
in other group companies’ expansion pro¬ 
gramme The proposals as appraised by 
ICICI are to entail investment of funds of 
Rs 2S0 crote, which the company is meeting 
with a rights-cum-public issue of zero in¬ 
terest fully convertible ddrentures of Rs 100 
each and further with institutioiMl term 
loans of Rs 15 crore. In addition to the 
ICICI. SBI Chps, IDBI, Kotak Mahindra 
and Credit Capital are the lead managers of 
the issue which is opening on May 10. The 
public is being offered I.OS crore FCDs and 
27 lakh FCDs are reserved for NRls. Fdllow- 
ing this issue, the suite of the promoters 
(P R Jindal and S Jindal) in the company 
will stand reduced from 52 per cent to 31 per 
cent. The debentures issued to the public will 
be converted into Rs 10 equity shares at a 
premium of Rs 90 per share and those issued 
as rights to the shareholders at a premium 
of Rs 50 per sham The company as it was 
incorporated in the year 1972 had belonged 
to the Piramal group. Jindals look it over 
in 1983 by accpiiring a 40 per cent controll¬ 
ing interest for a considmtion of Rs 45 
lakh. Jindal group now comprises, other 
than Jindal iron and Steel, Jindal Strips, 
Jindal Ferro' Alloys, Saw Pipes and Shalimar 
Mms. Jindal Iron is expanding its steel divi¬ 
sion’s capacity at Duapur from 1,50,000 ton¬ 
nes per annum to 3j00,000 tonnes per annum 
of steel slabs with a matching increase in the 
capacity of the hot rolling division from 
1,50.000 tonnes per annum to 2,SOJ)00 ton¬ 
nes per annum of coiis and plates. In addi¬ 
tion, the company is enhancing cold tolling 
facilities from 20,000 tonnes per annum to 
50,000 tonnes per annum. The expansion is 
expected to be completed by November 1994 
and it is to be in pr^uction by March 1995. 

Aarti Drugs 

Aarti Drugs of the Akhemie group of 
Chandrakant Gogri and Rgjendra Cogri is 
underuking a programme of expansion 
together with backward integmtion at a cost 
which ICICI has estimated at Rs I2J0 crom 
The sources of finance include promoters’ 
contribution to share capital of Rs 2.40 
crore, tHiUk issue of Rs 3.40 crore, internal 
accruals of Rs 1.60 crore, rupee loan of 
Rt'3.1S crore, lease finance of Rs 1:75 crore 
and capital subsidy of Rs 20 lakh. The share 
capital funds cover pmnium amount, as the 
company it issuing equity shares of Rs 10 
at a premium of Rs 30 per sham It is com¬ 
ing into the market on May 12 with an offer 
of 8J0 lakh shares to the public with ICICI 
acting as the lead manager of the issue. The 
company’s plant it located at MIDC estate 
at Uta^r and. the expansion proposed 
covers incteax in the manufacturing capaci¬ 
ty of MNI from 300 tonnes per annum to 
9tX) tonnes per annum, of MTZ from 96 ton¬ 
nes per annum to 200 tonnes per annum, of 


TNZ from 84 tonnes per annum to 200 ton¬ 
nes per annum and of DMZ from 90 tonnes 
per annum to 240 tonnes per annum. Since 
demand for the anti-diarrhoeal drugs, M TZ 
and TNZ, is seasonal, it is proposed to ex¬ 
port these during the off-season period from 
November to Februaiy. It is also proposed 
to manufacture 1,200 tonnes per annum of 
glyoxai and 10,000 tonnes of ammonium 
sulphate; the former for captive consumption 
in manufacture of other drugs. Both raw 
material and plant and machinery are being 
sourced indigenously. Commetcial production 
is expected in January next. Capacity utilisa¬ 
tion to start with will be 67 per cent, rising 
in 1995-% to 75 per cent and in 19%-97 to 
83 per cent. Corresponding figures of sales 
are Rs 9.98 crore; Rs 2638 crore and Rs 28.48 
crore. Net profit is placed for the three years 
respectively at Rs 1,04 crore, Rs 3.16 crore 
and Rs 4.90 crore. with the EPS to work out 
to Rs 4.90, Rs 7.40 and Rs 10. 

Blue Blends Finance 

Blue Blends Finance of the Arya group 
is to grow out of being a subsidiary of Blue 
Blends (India) and is to become, by issuing 
to the public on May 12, 34 lakh equity 
shares out of an issue of 50 lakh shares of 
Rs 10 each at a premium of Rs 10 per share, 
a publicly held listed company, the Arya 
group has business interests in textiles, dyes 
and intermediates and household products. 
Blue Blends Finance started off on incor¬ 
poration in the year 1985 with portfolio 
management and took up subsequently the 
business of inter-corporate deposits, in¬ 
vesting the funds raised in group companies 
(Blue Blends Petrochemicals and Premier 
Synthetics) and lending the same to other 
companies. It reported for the year 1991-92 
a net profit of Rs 29.71 lakh earned on gross 
income of Rs 1.19 crore. By going public ii 
is to farm out ^rations and broadbase ac¬ 
tivity. Bank of Mioda, having appraised the 
company’s proposals, has estimated require¬ 
ment of Rs 59.61 crore of funds till the year 
1995-%. Provision of this is proposed by the 
company with issue of share capital at a 
premium to aggregate Rs 10 crore (pro¬ 
moters contributing Rs 1.51 crore), internal 
accrual! of Rs 19.61 crore and borrowings 
of Rs 30 crore. Lease and hire purchase 
finance is one proposal of fresh business, 
while the company is to engage itself in port¬ 
folio management and providing financial 
consultancy. It has applied to the SEBI for 
registering itself as category I merchant 
banker. 11k company is issuing 50 lakh equi¬ 
ty shares of Rs 10 each at Rs 10 premium 
following which the issued share capital will 
go up from Rs 1.98 crore to Rs 6.% crore. 
It is offering 34 lakh shares to the public on 
May 12 under BoB and Canara Bank as lead 
managers. The Rs 10 premium on the share 
capital issue is justified by the company by 
the equity’s book value and EPS respectively 
of Rs 17.43 and Rs 7.28 on the basis of the 
working for the first six months (April to 
September) of the year 1992-93. 


Core Organics 

Core Organics, a joint sector company 
promoted by PSIDC with ex-NRI technocrat, 
Aviar Singh, is setting up a petro-based im¬ 
port substitution chemical project in Indust¬ 
rial F Point, Dcrabassi, on the Chandigarh- 
Delhi highway, for the manufacture of ben- 
zaldchydc (700 tpa), benzyl alcohol (150 tpa), 
benzyl acetate (ISO tpa), sodium benzoate 
(ISO tpa) and hydrochloric acid (4,S(X) tpa) 
The products to be manufacture by the 
company are vital raw materials for bulk 
drugs, pesticides, dyestuffs, perfumery, etc. 
The present demand of the company’s main 
product, benzaldehyde, is estimate to be 
around 2,200 tonnes per annum and around 
700 tonnes per annum is presently being im¬ 
ported. The company has the distinct advan¬ 
tage of being located within IS kms from 
the major consumers of benzaldehyde like 
Alpha Drugs India. Rallis India and Alius 
Organics. The company's project is in an ad¬ 
vanced stage of implementation and com¬ 
mercial production is slated for September 
this year. The Pollution Control Board and 
Site Appraisal Committee etc, have cleared 
the project and PSEB has also sanctioned 
a power constructioin of 250 KW. The pro¬ 
ject has been appraised by IDBI for Rs 560 
lakh and it has also sanctioned a term loan 
of Rs 235 lakh. To part finance the project, 
the company will be entering the capital 
market shortly with 15,20,000 equity shares 
of Rs 10 each at par. for which necessary 
clearance has already been obtained from 
regulatory authorities. 
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STATISTICS 


Index Niunben of Wholenale i'ricrs 
(1961-82 « too) 

All Commodities 
Primary Articles 
Food Articles 
Non food Articles 
Fuel, Pov.ct. tight and Lubrkarits 
Manufactured Products 

('ofti of Lisin^ Indices 


(attest 

Week 

24-4-93 

234.1 

234.0 

272.4 

223.3 

246.0 

231.9 


Industrial Workers 

Urban Non-Manual Employees 

Agricultural labourers 


Money and Banking 


1982 100 

1984-85 = 100 
July 60 to 
June 61 = 100 


Variation (per cent) 

Over 





March 





1993 

1992-93 

1991-92 

1990-91 

1989-vO 

0.7 

9.8 

13.7 

10.3 

7.5 

0.7 

7.3 

18.1 

13.0 

2Jt 

1.3 

12.3 

20.2 

11.8 

1.2 

-0.7 

-0.6 

18.0 

17.0 

3.6 

0.4 

14.1 

13.2 

12.3 

3.6 

0.7 

10.5 

11.3 

8.4 

11.3 

Wriaiion (per cent) 



Over 

March 





1992 

1991-92 

1990-91 

1989-90 

1988-89 

6.1 

13.5 

11.2 

6.5 

9.1 

6.8 

13.5 

II.O 

6.9 

8.2 

LI 

19.3 

7.5 

32 

11.4 


Money Supply (Mj) Rs crore 

Net Bank Credit to Government Sector Rs crore 
Bank Credit to Commercial Sector Rs crore 

Net Foreign F:xch Assets of Banking Sector Rs crore 
Deposits of Scheduled Commercial Banks Rs crore 


Latest 

Fortnight 

(16-4-93) 

3.76.722 

1.82,229 

2.21.124 

24,192 

2,74,995 


Advances of Scheduled Commercial Banks Rs crore 1,56,593 

I-atesi 

Week 

30-4-1993 

Foreign Exchange Assets (excluding gold) Rs crore 21,990 

US S mn 7,027 

Index Ntlniba-rs of Induatrial Latest 

Production Weight Monti 

(1980-81 = 100) (Oct 9: 

General index 100.0 208.3 

Mining and Quarrying 11.5 215.4 

Manufacturing 77.1 |%.g 

Electricity 11,4 278!4 

Basic Industries 39.4 

Capital Goods. Industries 16.4 

Intermediate Goods Industries 20.5 . . 

Consumer Goods Industries 23.6 

Durable Goods 2.6 

Non-Durable Goods 21.0 


Over 

Last 

Month 

14,827 

(4.1) 

9,695 

5.7% 

2,353 

7,848 

(2.9) 

5,539 

(3.7) 


Variation (per cent in brackets) 
Over 


March 31, 
1993 
15.322 
(4.2) 
7.661 
5,670 
856 
7,848 
(2.9) 
5,539 
(3.7) 


1992-93 

46,316 

(14.7) 
16,274 

24.389 
6,155 

36.389 

(15.8) 
25,462 
(20.3) 


1991-92 

49,560 

(18.5) 

24,589 

24.173 

10.098 

38,217 

(19.8) 

931 

( 8 . 0 ) 


1990-91 

34,486 

(14.9) 

23,048 

21,443 

1.915 

25.583 

(15.3) 

14,848 

(14.6) 


l%9-90 

37.457 

(19.4) 

20,676 

23,822 

-149 

26,809 

(19.1) 

16,734 

(19.8) 


Averages f or* 
1992-93 T99I-92 


204.7 (3.0) 198.7 (-0.9) 

0.1 

8.5 

8.6 

207.7 (3.5) 200.6 (-1.0) 

0.8 

4.9 

6.3 

195.0 (2.2) 190.8 (-2.4) 

-1.4 

9.1 

8.6 

261.7 (4.5) 250.5 (7.9) 

8.3 

8.7 

10.8 



3.8 

5.4 



17.4 

22.4 



6.1 

4.3 



10.4 

6.3 



14.8 

1.7 



9.4 

7.5 


Foreign Tirade 


Balance of Irade 
Exchange Kate 


5,385 10,223 -1.383 -795 

I 746 3,383 -1,137 - 854 

_ Variatio n (per cent) _ 

1991-92 1990-91 1989-90 1988-89 1987-88 
0.1 8.5 8.6 8.7 7.3 

0.8 4.9 6.3 7.9 3.8 

-L4 9.1 8.6 8.7 7.9 

8.3 8.7 10.8 9.5 7.7 

3.8 5.4 9.9 S.6 

17.4 22.4 7.0 15.9 

6.1 4.3 11.5 4.8 

10.4 6.3 4.2 6.5 

14.8 1.7 12.0 7.8 

9.4 7.5 2.5 6.2 


Latest Cumulative for* 



Month 
(Dec 92) 

1992-93 

1991-92 

1991-92 

I99d9l 

1989-90 

1988-89 

1987-88 

Rs crore 

4.192 

37,329 

30.795 

43,978 

32.553 

27.681 

20,232 

15,674 

Rs crore 

■ 5,423 

47.480 

34,403 

(35.1) 

47,813 

(17.6) 

43,193 

(36.8) 

35,416 

(29.1) 

28^35 

(25.9) 

22,244 

Rs crorr 

-1,231 

-10,151 

-3|608 

(10.7) 

-3,835 

(22.0) 

-10,640 

(25.4) 

-7.735 

(26.9) 

-8,003 

(10.7) 

6.570 


Em(il«ynien( FIxehange Slatiatien 


Number of Applicants on Live Register 
Number of Registrations 
Number of Vacancies Notified 
Number of Placements 

National Ineoine 

Gross Domestic Product (curieni prices) 
Gross Domestic Product (1980-81 prices) 

Per Capita Income (1980-81 prices) 


Cumulative for* 


Thousand 

Thousand 

Thousand 

Thousand 

Unit 
Rs crore 
Rs crore 

Rupees 


Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

37,171 

37.17) 

36,098 

36.300 

34,632 

32,776 

537 

4,188 

4,862 

6,238 

6,541 

6.576 

34 

316 

365 

460 

490 

599 

20 

180 

197 

2.54 

266 

289 

1992-93 

1991-92 

I99IT9) 

1989-90 

1988-89 

1987-88 

2,21,168 

2,12,316 

3,50,899 

1.88.009 

2,94.765 

1,70.705 

2,60,01 

1,63,271 

2,33,799 

1,56.566 

(4.2) 

2,222 

(L2) 

2,174 

2,069 

1,902 

1.871 

1.844 

(2.2) 

(-H) 





1988 1987 

30,05(1 30,247 

5,963 3.465 

344 621 

330 360 

1986-87 I98S-86 
2,08,333 1.86.723 
140,433 1,44,863 

1,813 1,790 


* Up to the latest month for the current year and for corresponding period last year. . . Mol available. 

/Vorec (I) Superscript numeral denotes month to which Figufe relates, e g, superscript ^indicates that the figure is f<w January and lo on 
(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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Calcutta Diary 

AM 


The plight overtaking Tomco and Godrej Soaps heralds the first 
steps in the country’s march toward a comprador future. Other 
facets of globalisation will also, by and by, reveal themselves—for 
instance, the choice of India as the next main base for the 
footloose sex-tourism industry. 


THE swallowing of Tata Oils and Kissan 
Products by Unilever and of Codrei Soaps 
by Proctor and Gamble is only the precur¬ 
sor of more exciting events. You cannot 
enter water and yet be upset by your body 
getting wet. Globalisation involves a pro¬ 
cess whereby little integers lose their iden¬ 
tity to big integers, otherwise known as 
transnational corporations. The plight 
overtaking Tomco and Godrej Soaps 
heralds the first slightly hesitant steps of 
the country's march toward a comprador 
future. The hesitancy will disappear once 
the march gathers momentum; domestic 
units will get accustomed to being gobbled 
up by foreign bodies, and the local 
bourgeoisie will learn to do the pimping 
for the latter. 

Other facets of globalisation will also, 
by and by, reveal themselves. Consider the 
blowing. According to reports, including 
from the World Health Oiganisation, the 
scourge of the acquired immune deficien¬ 
cy syndrome is about to assume epidemic 
proportions in both Thailand and the 
Philippines. These two countries were 
early pioneers. They had opened up their 
tourist spots for establishing rest and 
recreation centres for American troops 
during the epic war of Vietnam. These 
were also among the countries where 
military baso, set up by the Americans 
in the distant fifties and sixties, are yet to 
be fully dismantled; the principle observed 
for such dismantlement evidently conforms 
to the respectable accounting notion of 
Filo, first-in-last-out. In the circumstances, 
it is hardly surprising that the human 
immune deficiency virus was a pretty early 
arrival in these lands. Once the comprador 
regimes of both countries sized up the im¬ 
plications of the surcease of the Vietnam 
war, they weie forced to do some quick 
thinking in oider to prevent a drop in their 
inviuble earnings. The outcome was a big 
'push to the sex-spliced service industry, 
otherwise known as tourism. The sort of 
recreation American military personnel 
had a liking for was not that difficult to 
incorporate into national economic plan¬ 
ning. Since earning dollars and other 
precious foreign currency was reckoned as 
the principal objective of existence, it was 
easy to construct a general model of 
economic growth where tourism filled the 


role of a major determinant. It was a 
model of an open system, in which get¬ 
ting rich was child's play: all you needed 
to do was to turn your girls into whores 
and your boys into their pimps. The 
whorehodses that were set up could be 
called by fancy different names: massage 
parlours, temples of health, lUrkish 
delights, sauna fountains, what-have you. 
Cash-rich tourists, bent on having a bit 
of fun with exotic oriental girls, would 
flock from Germany and the United 
States, Scandinavia and West Asia, even 
from stodgy Japan. Soon, tourism would 
be either country’s principal foreign 
exchange earner. Other developments 
followed. Given the juicy nature of the 
business, local entrepreneurs were bought 
up by international cartels, which knew 
meticulously well how to organise tourist 
parties from distant lands. Tlte supply and 
the demand ends of the service industry 
met; the cash register simply went berserk. 

That these days commercialised sex and 
AIDS constitute aspects of joint supply 
was however tended to be overlooked in 
the beginning. Gnosis had to do some cat¬ 
ching up with the realities of life. Sex is 
fun, but HIV is not, and the saturation 
campaign for condom culture has been of 
little avail in either Thailand or the Philip¬ 
pines. Courtesy the international bush 
telegraph, the news of the HIV epidemic 
in the two countries has spread like wild 
fire. A dramatic fail in tourism earnings 
is now being projected for both countries. 
The international cartels cannot be blamed 
if they too move out fast from the con¬ 
taminated beaches and resorts. In this in¬ 
stance, they propose to follow the precept 
of a different principle borrowed from the 
accountancy books; Lifo, last-in-first-out. 

At the same time, transnational cartels 
cannot quite forsake their global respon¬ 
sibilities. Tourists from Europe and 
America and Japan are prepared to pay 
through their nose so as to be able to 
enjoy their quota of safe fun. Maybe the 
Philippino and Thai girls are testing HIV- 
positii^ to such an alarming extent that 
they have to be crossed out, but sirtce the 
demand is still very much there, it should 
be allowed to create its own supply; inter¬ 
national market-lovers too must not abdi¬ 


cate the opportunity to preside over this 
satisfying act of creation. 

But it is still not as easy a proposition 
as you might initially be led to believe. The 
three Indo-China states, presided over by 
regimented and extra-puritan communist 
parties, are to be excluded. China is out 
of the question for obvious reasons, and 
so too is North Korea. South Korea had 
possibilities, but rapid economic growth 
has proved a deterrent; unlike Chiengmai 
and Mindanao lasses. South Korean girls 
cannot be bought at starvation wages any 
more. Lzirid stories have of course been 
carried in that London rag, Asian Babes, 
about the doings of expatriate South 
Asian girls. Such lslami< countries as 
Malaysia, Indonesia, Bi^ngladesh and 
Pakistan nonetheless remain intensely 
conservative, some of the.n have also of 
late been afflicted by a to <ch of funda¬ 
mentalism; so better forget about them 
too. Singapore, anaesthetised by the 
authoritarian People’s Action Party, 
would belong to the same category. And 
Burma, or Myanmar, continues to be a 
closed, dark territory. 

So what is to be done? International 
cartels may occasionally find themselves 
in a state of near-despair, but they do not 
easily give up. Through a process of 
elimination, they have reached a final list 
of countries they intend to target: Sri 
Lanka, Nepal and India. The list is cur¬ 
rently being worked over. Sri Lanka has 
several other charm.s; unfortunately, she 
has a low security rating. Till as long as 
the Sinhala-lhmil imbroglio is not satisfac¬ 
torily resolved, she too will remain a ques¬ 
tion mark. Nepal has a couple of cosy side 
attractions such as plenty of mariji^na 
and her association in the mind’s eye with 
the legendary Shangrila. But she happens 
to be a land-locked country, and com¬ 
munication with the rest of the world is 
not always without hiccups. No such 
reservations need be entertained with 
respect to India though. She is served ex¬ 
cellently by international air connections, 
she has several first rate ports; she has a 
huge population, and can ensure an in¬ 
finitely elastic supply of young girls, 
which prospect will also be helped by the 
fact that the country is characterised by 
large-scale hunger and economic depriva¬ 
tion. Such conditions weaken the psycho¬ 
logical resistance to participation in the 
entertainment trade. 

There are two additional objective cir¬ 
cumstances fKilitating the choice of India 
as the next main base for the footloose 
sex-tourism industry. The drastic econo¬ 
mic reforms introduced some two years 
ago have not helped India to raise her 
export earnings, but her imports have 
bulged; the balance of trade looks more 
and more precarious with every day. What 
makes the conditions worse, invisibie 
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earnings, mostly via remittances from 
migrants in West Asia, have also levelled 
off. India is therefore ig dire need of ex¬ 
tra earnings of foreign exchange, if neither 
merchandise trade nor remittances are to 
be of much help, the most promising 
alternative source of foreign exchange ear¬ 
nings is the tourism industry. The govern¬ 
ment of the cotintry means business in 
this area; it is already committed to treat 
the problems confionting tourist trade on 
a war footing. Given the predicament the 
country is in, it should not be too difficult 
to persuade those who matter that inhibi¬ 
tions about massage parlours and such 
like deserve to be discarded like worn-out 
apparel; if tourists like our women, why, 
we should feci proud; tourists are our 
honoured guests, if we have to supply, for 
the edification of visiting tourists, pubes¬ 
cent damsels from our households, there 
is nothing derogatory or humiliating 
about it. After ali, this is very much in 
consonance with India’s cultural heritage; 
the country has had, from times imme¬ 
morial, the tradition of devadasis being 
offered to the rcsideni-gods in the temples; 
tourists, who bring in the bounty of 
foreign exchange, are gods in a new incar¬ 
nation. Konark-Khajuraho—and the 
Kamasutra —have already clarified no¬ 
tions about what activity was regarded by 
the gods as their favourite pastime: one 
shoulU follow the gods. 

Every little bit helps. The nx'enl globali¬ 
sation of our television channels has 
liberalised the frontiers of the mind; the 
average Indian householder is learning to 
shed his hang-iip.s about open display of 
undraped female bodies. As a result, 
prime bodies are an increasingly accep¬ 
table concept in the Indian milieu. If the 
daughters from oui hou.seholds can make 
a commcictai proposition of their prime 
bodies, conscientious objectors are unlike¬ 
ly to stand in the way for very long. The 
services of Bombay's celluioid persona¬ 
lities and Doordarshan mes could be com¬ 
mandeered; they mighi use (heir ciiarm to 
convince parents holding out till now that 
it is the holiest of patriotic missions for 
iheii daughters to earn foreign exchange, 
m whatever manner, for the country’s 
sake; appropriate quoiaiions from Swami 
Vivekananda and Mahatma Gandhi and 
Jawaharlal Nehru and Indira Gandhi 
could be thrown in in good measure in 
support of the cause, in the past decades, 
the slogan has been ‘export or perish’; the 
alternative slogan for Indian girls, in the 
forthcoming decade, could be ‘sell your 
bodies or perish’. Or perhaps the govern 
rnent may decide to organise a nationwide 
competition for choosing the best slogati 
which could help popularise the up-and- 
coming service industry amongst the 
female population of this country. 


The fact that the veneer of spiritualism 
notwithstanding, we too are basically a 
materialist nation will strengthen the 
cause. During the Second World War, 
stories were rampant about how a contrac¬ 
tor, so as to swing a juicy order from an 
army major, would not mind throwing in 
the services of his wife for a couple of 
nights in the list of allurements offered, 
the wife was understanding enough to go 
along; it was, she would convince herself, 
part of the package deal whereby Goddess 
Lakshmi would shower blessings upon 
them. That is how to do the trick: some¬ 
how involve gods and goddesses in the 
formula. 

Should the sex tourism industry kindly 
choose India as its next base, no hitch 
would arise from the supply side. A 
residual problem though remains, and 
that is on the demand side. The demoli¬ 
tion job at Ayodhya and the blast.s in 
Bombay could scare off tourists in search 
of fun, as they have scared off potential 
investors. But, as the government is fond 
of saying, it is temporary situation; once 
it is satisfactorily proven—that is, proven 
to our satisfaction—that these nefarious 
doings, beginning with the initial act of 
pulling down of the mosque, were engi¬ 
neered by the authorities of a neighbour¬ 


ing country green with envy at the pros¬ 
pect of Indians invisibje earnings from 
tourism industry taking off, the clouds of 
doubt afflicting foreign tourists about to 
partake the charms of our daughters are 
bound to be dispelled. 

Besides, since in the long run we are all 
dead, why bother over the thought that 
ten or fifteen years hence, India would be 
felled by an AIDS invasion the virulence 
of which is best left to the imagination? 
The nexus between sex tourism and HIV 
infection is a lagged, exponential relation¬ 
ship, inviting the construction of an 
elegant dynamic model; the higher the 
earnings from the service indu.stry, the 
more severe and widespread would be the 
AIDS mepace, with accompanying criss¬ 
cross linkages. If there were a Richter-like 
scale to measure the intensity of the 
epidemic the virus would cau.se, it would 
be in the proximity of 8 or 9. That indeed 
would be the apotheosis of the free market 
dream. 

Should you think the above narration 
is an unlikely, hypothetical conjecture, ob¬ 
viously you have no clue of the speed at 
which globalisation is capable of pro¬ 
ceeding. It is a question of discarding the 
bullock-cart time-scale, and, along with 
it, the builock-cart mind-set. 
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COMMENTARY 


Understanding Communal Riots 
in Maharashtra 

Gupai Guru 

The communal tensions which erupted in Maharashtra following 
the destruction of the Babri Masjid ^ere characterised by 
concerted attempts by the Sangh Parivar to draw the dalits into its 
fold. Events show that the Hindutva forces did not succeed in this 
task. 


THt; outbreak of communal riots in 
Maharashtra following the demolition of 
Babri Masjid on lX*cemb<*r 6 stands out 
for three important reasons. First, after 
the deinohiion of the Masjid there was a 
rising tide of Muslim protest all over the 
state ot course with varying degree of in¬ 
tensity and magnitude, si*cond, it saw the 
C!OSS-sectional communalisaiion of the 
masses to the extent that some began to 
sec in this communaiisation the menace 
of ‘Salfron Fascism', and finally, the re¬ 
cent developments tn the state also saw the 
liberal and progiessise forces either con¬ 
tused or crestfallen during the first phase 
of the riots. Three sets ol questions arise. 

I itst, what were the factors that led the 
Muslims to protest? Who participated in 
the protest? What was the social back¬ 
ground of the Muslim protc.sters? Where 
was the protest registered and in what 
form? Second, in vic*w of the claim made 
by the Hindu communal forces that ail 
cros.s-sections, particularly the dalits of 
Maharashtra joined them against the 
Muslims for furthering the Hindu cause 
It is neccssaiy to examine as to why these 
Hitidutvuwadi forces are trying to create 
an anti-Musiini image of the dalits? How 
are they doing this? To what extent have 
ihe.se Hindu communal forces succeeded 
in their plan to Ian hostilities between the 
dalits and the Muslims? in the third set 
of question an attempt needs to be made 
to highlight as to how the different social 
forces respond to the recent communal 
situation in Maharashtra? What implica- 
lions this communal situation had on the 
reorganisation and realignment of forces? 
These are certain issues that are looked 
into in the following sections of this report 
(The Times of tndiu (TOI), December 18, 

mz). 

Immediately after the demolition of the 
Babri Masjid it was to be natural that the 
Muslims would protest. It reflected anger 
against the central government’s studied 
silence ui ambivalence or its inaction, to 
protect the Masjid from the kar sevaks. 
T his already injured feeling of Muslims 


is reported to have been further aggra¬ 
vated by the Allahabad High Court's deci¬ 
sion which allowed the ‘darshan’ of the 
counterfeit idol at Ayodhya. The Muslims 
seem to have taken this permission for 
darshan as an act legitimising the van¬ 
dalism of December 6. 

The Muslim protest whether in Bombay 
or elsewhere in Mahara.shlra found expres¬ 
sion prominently among groups like the 
hawkers, vendors, petty shopkeepers and 
even the construction labour at some 
places such as Balapur in Akola district 
in Vidarbha. However, the elite section of 
Muslim .society were disturbed by the 
demolition and expressed their anger 
privately against the forces involved in the 
demolition. Interestingly this protest was 
a very categorical and militant anti-state 
expression among the Muslim women at 
.some places in the state. Muslim women 
joined tn the protest against the state’s in¬ 
ability to prevent the kar sevaks from 
knocking down the mosque in the streets 
of Kamthce in Nagpur. These women who 
had come out in the streets even during 
the curfew period were reported to have 
refused to go inside their houses and in- 
sjead told the police that they are prepared 
to lake on any .situation. 

Similarly, Muslim women from the 
Magarmach colony (a Muslim-dominated 
area) in Sangli were found protesting 
against the police a.s a result of which 
some of them were arrested and latei 
released. This reaction of Muslim women 
against the demolition of the mosque, 
however, seems to have been compounded 
by the atrocities that the police arc said 
to have committed on these Muslim 
women during the Hindu-Muslim riots in 
Sangli a few months before December. For 
a similar reason (as reported by Engineer, 
HPW, January 16-23) in Mukund Nagar, 
Bombay when some Muslim women went 
to the police station to register their com¬ 
plaints against the discriminatory police 
behaviour the police opened fire on them 
injuring one woman seriously. Moreover, 
some Shiv Senaites attacked these women 


in the presence of the police, 

Muslim women were also seen taking 
courageous stand against those rioteis 
who tried to amfiscate household belong¬ 
ings that had been st> Itborioiisiy accii- 
iiiuluicd by ihe.se women. Houever, this 
was not an universal experience. Dn the 
othci hand, the involvement of women 
belonging to some of the fiont line Hindu 
communal oiganisations was aimed at 
provoking the Hindu men by presenting 
them with ‘bangles’ At places, particular¬ 
ly in Bombay Hindu women are said to 
have prompted some [jolice officers to 
attack the Muslims. 

There are .several other taciois which 
have a bearing on the Muslim prolcsi in 
Maharashtra The protest was largely 
spontaneous in the sense that if was not 
directed or innuenced by aio Muslim 
communal forces in the .state. Htiwcver, at 
some places where the Mtislim.v had kept 
a low profile during the fust phase, they 
were constantly provoked by both the 
Hindu communal forces and the police. 
For example, at Maulali (.'howk in 
Solaput a Hindu doctui was reported to 
have burst crackers after the demolition. 
This act of the doctor led the Mu.slims of 
the area to assert their identity tn the street 
which led to the police firing injuring two 
people. Stmilar acts of pixivocation by the 
Hindu cuinmunalist.s were evident at 
Udgir, Basmat, Parli, Beed, Hingoli and 
Nanded in Marathwada and Akola in 
Vidarbha. However, at some places like 
Kolhapur, despite the provocation crackers 
were burst in the famous Mahalaxmi 
temple—Muslims maintained a rernaika- 
ble calm. This was aided by the active and 
timely iiticrvcnlion of both the Muslim 
and non-Muslim leli and progressive 
forces fiom the town. 

There tire several othei iniporiam factors 
that have led to the Mu.slirn icaclion.' 
These include, large-scale migration to 
Bombay, mushrooming of slums, rampant 
land-grabbing and the wretched life i>f the 
slums. Thougli this rc.isoniiig is largely 
true of Bombay it does not explain com¬ 
munal silence visible at Bhiwandi, 
Malegaon, Aurangabad and Mtraj. Not 
the communal tensions that occuired at 
taluka places particularly ir. Vidarbha and 
Maralinvada of the rural Maharashtra. As 
mentioned earlier, during the first phase 
of the post-Ayodhya developments the 
taluka places and m some cases big 
villages were affected by the communal 
trouble Thus, in Marathwada the com¬ 
munal tensions broke out in Udgir, 
Osmanabad district, Basmat. Hingoli, 
Jintur. Nanded (district headquarters) 
Kandhar, Parli and Beed (di.sir)ct place). 
In Vidarbha, the problem erupted at Pirn- 
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palgaon raja (taluka Mehaicar), Kham- 
gaon, Ibnki Bawanbir (Jaigaon Jamod in 
Buladhana district)* at Akot, Balapur, 
Patur, Karanja (taluka Murti/iipur), Barsi 
Takli and Akola in Akola. Tensions also 
erupted at Amravati and Nagpur and l^n- 
dharkawada in Yeotmal district of 
Vidarbha. 

While coinmunally'prone places such 
as Malcgaon. Bhiwandi and Aurangabad 
and Miraj were silent due to adequate 
precaution by the police and more impor¬ 
tantly due to the horiifying memories of 
past riots which still grip the minds of 
both the communities. But tensions of 
various kinds like between the Muslim and 
the state on ilie one hand and between the 
Hindus and the Muslim on the other oc¬ 
curred at the taluka places with no history 
of communalism. This new phenomenon 
certainly warrants an explanation. 

Thus, there could be following factors 
responsible for this kind of taluka pattern 
of communal tension. First, these taluka 
places with a significant percentage of 
Muslims in (he population provided them 
with some kind of economic security and 
social power. This was facilitated by the 
patronage structures that was available 
during the Muslim rule in Marathwada 
(for a long period) and Vidarbha (for a 
brief period), by the petty shop keeping 
and artisan activities which could nourish 
at taluka level more easily, and by the fact 
that Muslims with non-agricultural back¬ 
ground had to pursue these aaivities at 
taluka place only. In addition Muslim 
dependence on taluka places particularly 
in Marathwada region was enhanced by 
the Muslim migration from the villages to 
the taluka places during the police action 
in 1948. Nonetheless, all these above fac¬ 
tors led to a Muslim concentration in the 
taluka places. This significant siite of the 
population together with the economic in¬ 
dependence provided Muslims with some 
sense of security which in turn enabled 
them to acquire some space for asserting 
the identity in crisis situation. 

Second, taluka places represent the last 
link in I he chain of governmental authori¬ 
ty with even the structures of formal 
political power are located here. Formal 
political life too is more active and can be 
articulated in effective ways at the taluka 
level. Thus, this entire politico-bureau¬ 
cratic landscape of the taluka provides op¬ 
portunity for these gioups to have their 
voices heard and protest registered. This 
is aided again by (he impersonal social 
situation prevailing in the taluka and not 
in the villages. It is piecisely for these 
reasons (he Mus'ims chose only taluka 
places to convey their displeasure to the 
goveitiinent authorities, to {lulilical forces 
Irom both within and outside and also the 
Hindu communal toices. But they did not 
icalisc that they were going to acquire this 
sp.ivc in the streets at the cos! of risking 


both (heir lives largely at (he hands of the 
police and of the Hindu communaiists 
and having their property looted by the 
rioters of ail social variety. Like Bombay, 
here at these places also, out of the total 
killed in the police firing, 95 per cent were 
Muslims. Properties of Muslims ranging 
from the petty pan shop at Basmat in Par- 
bhani to a palatial showroom with costly 
electrical and luxury goods at Akola were 
either looted or destroyed. However, a big 
Hindu jewellery shop at Akola was also 
not spared by the rioters 

Third, it is the taluka places which 
again provide a son of canopy for illicit 
transition in liquor, black marketing in ar¬ 
ticles like kerosene, forest wood, gambling 
of various kinds, and illegal operation of 
video parlour. This kind of doubtful trans¬ 
action can cause tension emanating from 
the violation of terms of trade either bet¬ 
ween protector of law and the breakers of 
law on the one hand and between the 
dominant partner (‘matka king’) and the 
junior partner in the dubious games. 
Thus, tensions of the underworld can con¬ 
tribute to the aggravation of communal 
problems. This was true of the taluka 
place like Gangakhed in Parbhani district 
where the junior partners in the gambling 
game attacked the dominant partner who 
was a Muslim. While at Patur in Akola 
district during the recent communal riots 
tension prevailed between the Muslim 
kerosene dealers and the police but it did 
not take any serious turn. 

In addition to these three general fac¬ 
tors which give a general idea about the 
taluka pattern of the communal tensions 
in Maharashtra, (here are three more 
rather isolated but important factors 
which make the taluka pattern much more 
disturbing. First, as was reported in the 
local newspapers and also shared by social 
activists, in Maharashtra, particularly 
Marathwada, it was young people from 
different caste and religious groups who 
were found participating in the communal 
riots. These young people roughly bet¬ 
ween 18-20 age group, by and large, 
belonged to a lumpen variety which again 
IS the product of the lack of job oppor¬ 
tunities either in the form of agro¬ 
industrial development or any adequate 
and sustainable growth of small-scale 
industries at the taluka level. 

However, in Marathwada again, it was 
not only this lumpen element that was in¬ 
volved in the riots. In some places like 
Parlt and Udgir, college students were in¬ 
volved in attacking the Muslim property. 
In fact at Udgir, it is said (hat it was the 
students of a non-grant local engineering 
college who provoked the students from 
a neighbouring Arts college to participate 
in ihe'riots against the Muslims. The ques¬ 
tion that needs to be raised here, why did 
the local students take part in the riots? 
Is their commiinalisation leluled to the 


irustration wnicn is again maiea to ineir 
marginalisation from these engineering 
colleges which are run by the local politi¬ 
cians who charge quite exorbitant capita¬ 
tion fees which the local students are not 
able to pay? Finally, at Beed and Parbhani 
district, of Marathwada, it is argued that 
trouble-makers were brought by the Shiv 
Sena to the taluka places in order to assist 
the local people in terrorising the 
Muslims. 

Up-iiil now we have seen that com¬ 
munal riots outside Bombay, by and large, 
occurred at the taluka places and some of 
the district places in Marathwada as well 
as in Vidarbha. Though the villages in 
Maharashtra remained generally peaceful, 
in some villages, communal tensions 
prevailed. For example, in the village Ca.. 
ed Digrass Mauje in Sangli district of 
southern Maharashtra, a Muslim darga 
was damaged by Hindu communaiists im¬ 
mediately after December 6. This parti¬ 
cular darga was a symbol of the composite 
culture as it was built by Hindus and (he 
Muslims together some 20 years ago. 
However, it seems that the demolition of 
the Babri mosque provided a spark to the 
tension that was evident in the village The 
nature of the tension between the Hindus 
and the Muslims was political in the .sense 
that out of all the Mu.slim families in the 
entire village the rich Muslim family had 
sided with one of the non-Muslim panels 
in the local election which had taken place 
a few days before the demolition. It seems 
that (he defeated panel engineered the 
damage to the darga by hiring hooligans 
from Sangli. However, this particular 
darga has now ceased to be the symbol of 
the composite culture that prevailed in 
Mauje Digrass till the demolition of Idga. 
Yet at another village also called Kasbe 
Digrass the Hindus are reported to have 
not only used provocative language 
against (he Muslims but they also put up 
a saffron flag on lop of the Idga after the 
Ayodhya demolition. 

However, in the Vidarbha region parti¬ 
cularly villages in Akol taluka in Akola 
district the Hindu-Mu.slim tension of 
December 6 looks to be the continuation 
of Hindu-Muslim tension which began in 
1986 and 1988. The ten.sion was evident 
in Pathardi, Lohari and in Akola and 
Karajgaon in Amravati district, in Karaj- 
gaon two Muslim boys were reported to 
have been killed by caste Hindus. During 
the recent riots in the state, tension prevail¬ 
ed in Marathwada villages like Hathrud in 
Majalgaon and Saigaon in Ambejogai in 
Beed district. But both these villages were 
tense for reasons other than those found 
in Vidarbha and southern Maharashtra. 
It was said that in both these villages the 
Muslims who were numerically signincani 
tried to protest against the demolition of 
the mosque at Ayodhya. 
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Barrint these few exceptions, villages in 
Marathwada were peaceful. It is due to 
this that there was nO reference to the 
‘razakar phenomenon’ which could other¬ 
wise have led the Hindus to whip up in 
an indiscriminate fashion communal pas¬ 
sion against the village Muslims and the 
dalits who were massacred by the caste 
Hindus during the Marathwada Univer¬ 
sity renaming agitation in 1978 on the 
ground that the dalits aided the razakars 
against the Hindus in 1948 in Marathwada. 

Winning Dai it Supwirt 

This lime, these Hindu communalists 
surprisingly enough were found making 
confident claim about the communal 
friendship with the dalits against the 
Muslims in Maharashtra during the first 
phase of the recent troubles. Therefore, in 
view of this Hindu communalist claim, it 
is essential to raise the question as to why 
these Hindu communalist forces are trying 
to win over the dalits against the Muslims. 
In other words, why are these forces 
creating enemy image (anti-Muslim) 
among the dalits of Maharashtra? 

Being a political party and an impor¬ 
tant member of the Sangh Parivar, the 
El P’s main objective is to weld the Hindus 
into a political community. This unity is 
sought by the BJP for fulfilling its ambi¬ 
tion of capturing political power in Delhi. 
Dalits, if mobilised as one political group 
and in any electoral combination can form 
a critically important element in the elec¬ 
toral politics of Maharashtra. The Con¬ 
gress in Maharashtra used this daiit fac¬ 
tor together with the Muslims successfully 
from 1967 to 1984. But after 1984 in cer¬ 
tain areas like the Akola parliamentary 
constituency the dalit-Muslim electoral 
combination came into being and sustain¬ 
ed itself through 1989 and 1991 parlia¬ 
mentary elections. This combination pos¬ 
ed a serious challenge to both the Con¬ 
gress and the BJ P. This was evident in the 
1984 by-election of Akola parliamentary 
seat where the BJP voters at the last mo¬ 
ment were asked by their party bosses to 
save the Congress candidate against a daiit 
candidate supported by dalits and the 
Muslims who according to a rough esti¬ 
mate constitute about 35 per cent of the 
total electoiaie in the constituency. It is 
interesting to note that daiit Muslims also 
constitute about 30 per cent of the total 
population of Vidarbha {The Times of 
India, January 30). 

The BJP believes that this above process 
can be facilitated among the dalits of 
Maharashtra at least for three reasons. 
First, Hindu consciousness is still present 
in varying degrees among certain sub¬ 
castes of the daiit community in Maha¬ 
rashtra. Second, there is a criminal lack 
of intervention on the part of both the left 
and the daiit forces which could otherwise 
engage the daiit energies in a project for 


ensuring human space for ail the margina¬ 
lised sections of all social origins. Finally, 
the continuous withdrawal of the Indian 
state from the social spheres and the grow¬ 
ing privatisation of the Indian economy 
might result in daiit frustration which in 
effect might goad the dalits towards com¬ 
munal forces. But this would not make the 
task of Hindu communalist absolutely 
easy for winning over the dalits. The BJP 
is shrewd enough to realise this. Therefore, 
for weaning away dalits from the Con¬ 
gress, the BJP and the Sangh Parivar arc 
using the same Congre.ss strategy of co¬ 
opting dalits into its opportunity and 
patronage structures. But for making 
dalits available for communal purposes 
the BJP and the entire Sangh I^rivar 
seems to be using a three-prong strategy. 

At one level, the Sangh Parivar, as a 
primary condition of communalisation, 
is Hinduising the dalits of Maha.ashtra 
by either extrapolating the writings of 
Ambedkar or by raising the bogey of so- 
called social reform for the dalits (EPW, 
February 16,1991). At the second level the 
Sangh l^rivar is attempting to create an 
anti-Muslim feeling among the dalits by 
once again (mis)using Ambedkar’s lite¬ 
rature. Finally, it has also used Gobelin 
tactics for fanning tensions between the 
dalits and the Muslims in the recent com¬ 
munal troubles. 

Of late, there has been a constant at¬ 
tempt on the part of the Hindutva forces 
to project Ambedkar as anti-Muslim.^ 
Ambedkar really anti-Muslim and 
therefore, pro-Hindu as the Hindutvawadi 
intellectuals seem to be suggesting?’ It is 
clear from Ambedkar’s writings and 
speeches that he criticised Muslims at two 
levels. At the ideological level, Ambedkar 
criticised certain Islamic practices which 
did not accord equal status to the lower 
sections and women from the Muslim 
community.^ At the practical level, 
Ambedkar was also critical of those elite 
Muslims who were subjugating the dalits 
to the feudal exploitation of the former.' 
However, it needs to be recognised that 
Ambedkar also acknowledged the help 
given by certain elite Muslims who pro¬ 
vided social space and also the actual 
resources in launching the daiit movement 
in Maharashtra." Thus, Ambedkar does 
not condemn Islam as such. 

Even with regard to the communal riots 
in Bombay or Solapur in the late 1920s 
Ambedkar seems to have taken a consis¬ 
tently objective position. For example, 
during the Hindu-Muslim tension at 
Solapur in 1928 when the caste Hindus 
were pressurising the dalits to take the side 
of the former, Ambedkar advised the 
daiiu not to make common cause with the 
Hindus against the Muslims.’ In this 
connection it is interesting to note that the 
Solapur Municipal Council was not only 
annoyed with Ambedkar but it was 


reported to have passed a resolution con¬ 
demning Ambedkar." Yet at another 
place Ambedkar did not hesitate to hold 
Hindu responsible for spreading anti- 
Muslim rumours during communal riots.'* 
But this is conveniently forgotten by those 
Hindutvawadi intellectuals who are 
quoting Ambedkar from the same 
source.'" Finally, ,\mbcdkar without any 
discrimination considered three categories, 
religious priests, religious fanatics and the 
educated from both the religions, respon¬ 
sible for creating communal tensions for 
personal interests." 

Hindutvawadi iiucliectuals further 
argue that Ambedkar considered Muslims 
as a separate nation as they practised a 
separate religion.” While it is true that 
Ambedkar in a rather reluctant mood 
talked of separate nations for the 
Muslims, it never wa.s his final position. 
In fact at the end of his major book on 
Muslims Thoughts on Pakistan he talks 
of a joint front of the lower orders of all 
religions.” Moreover, Ambedkar true to 
his radically liberal theoretical stature, 
could never have viewed the problem of 
nationalism as one emanating from 
religion as argued by the Hindu com¬ 
munalists. In fact, he saw the seeds of 
nationalism as a means of modernising a 
particular society.''' For the sake of argu¬ 
ment and also for comforting the Hindu 
communalists let us suppose that 
Ambedkar advocated separate nation for 
the Muslims, docs (hat mean he was for 
Hindu Rashtra? Ambedkar categorically 
says, “If Hindu Raj does become a reality, 
it will no doubt be the greatest calamity 
for this country’’.” 

To what extent the Hindu communal 
forces were able to use Ambedkar for 
mobilising the dalits against the Muslims 
in the recent riots in Maharashtra? The 
inability of the Hindutvawadi forces to 
win over these Ambedkarwadi dalits in 
Maharashtra is highlighted by the press 
reports {701, January 31). Then what 
kind of strategy have these Hindu com¬ 
munalists used to pitch dalits against the 
Muslims during the first phase of the re 
cent riots? In Maharashtra, daiit response 
to the communal situation from historical 
time has been of t\so kinds. One response 
IS out of conviction and the other is out 
of compulsion. As we shall see in the 
following section, both the kinds of 
responses were historically present among 
the dalits of Maharashtra, in Maharashtra, 
like chambhars, dhors and mangs, some 
mahar families particularly from Vidarbha 
region have been strong proponents of 
Hindutva. On the questions of protecting 
Hindutva, these (families even crossed 
swords with Ambedkar. Some mahar 
families despite their inclination to and 
efforts towards reform among the dalits 
nevertheless had a trait of communalism. 
This was evident ip their mobilisation in 
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«hich such tiirnilics projected the Muslims 
as cruel and the enemy of Hindu leiieiun 
because they staiighifred ihe sacred 
coss."' But after the Buddhist consctsion 
led by Anibcdkar in at Naypiii latue 
numbers of dahts partuulaiK from the 
niahai caste tuined away Irom the piac- 
tices ol Hinduism, while tlie niaiifis and 
chanibhais wt ie not so atiiacted lowaids 
Buddhism. Howevci a section ol the 
niahais continue to sti|ipoit the Hinduisa 
(ones.’ Some dahts had gone to 
A>oilhsa and on their return reportedly 
took anti Muslim (Histlire during the riots. 
But the iiuintvi ol such dahts was negligi¬ 
ble and the involvement insignificant, 
■fhetelore, in the lecent riots, the Hindu 
communal loices seem to have used other 
methods to enlist the support of dahts 
but esample, in Aurangabad disiiici of 
Maraihwada. the HiiiJiitvnwadi lotces 
were lound spieading lumours about the 
latge scale involvement ol dahts in the 
.Avodhya vandalism. Buicontrarv to such 
a claim, a ttelJ siiivev of 22 villages in the 
same disiiici, conducted by Yiivak Kianii 
Ual. iinmcdiaiel> alter Deecmbei 6 reveals 
that onlv onedalit in all these villages had 
undeitakcn the loiiinev to Ayodhva, but 
came bask Irom Manmad realising that 
he had boaided the wrong liain. 

Second, Hiiidiiiva Unees did not give 
up then alicnipi ot pitching duliis against 
the Muslims I hev chose Nagpur lot 
Lieaiir.i> iiouble Ix-lween the dahts and the 
Muslims. I hev iiicd to ea|viialise on m 
eideiits III vshivh tin statue ol .Anibedkai 
was distigiiied and demolished at three 
places m Nagpiii But the dahts were not 
provoked. 1 mallv, the Hnidutvu tones are 
said to have made another vain <iticmpt 
to create tensions heivveen Ihe dahts and 
the Muslims m Mahaiashiia Hindu com¬ 
munal loiccs tried to provoke dalits 
against the Muslims capitalising on the 
personal lights between the Muslims and 
the dahts at Nehiu Nagai, (iowandi and 
Hhaiavi in Bombav and .lailihim Nagat 
at .Auiangahad Hut tins did not succeed. 

However dahts did paiticipate in the 
I nits I he ioliowmg leasons may have 
been lesponsible tor the d.ilit involvement 
l irsi. tiu so c.Uled dalii involvement tn Ihe 
eommunal .icus.even in the past was mote 
lor achieving ‘transient' (mundane) m- 
leiests lailiei than pioieeting ‘transeen- 
denial' (laigei ideological) mieiests. For 
esample. in ISU.^ communal riots in 
Uomb.iv, thi- involvement of mahars and 
some ol the lehigii dahts was influenced 
bv the coiisidciation ol loot and not by 
Ihe cow slaughie; issue, which could not 
have piovoked them against the Muslim;, 
lot the simple leason that the former were 
bcei eateis.1 ven in the leccni iiols the 
dales (oiiied the '■ lOieis of all social variety 
not (O' ■spicsvin.g then Hum Bhakli but 
lot ’ i‘ s, pure lunipenised mleii- 

in ;, ‘ tin ,1 1 ms was inideni when at 
pi.i.t - ' (.c Ai 'M.i indiscrimin.ile looting 


ot the Hindu and Muslim shops by Ihe 
dalits was alleged. 

Second, in the first phase ol riots par¬ 
ticularly in tknnbay, the electoral pros 
peels seem to have compelled dalii politi¬ 
cians pariieularly at the local level, to lake 
an anii-Muslim sianec in a predominantly 
Hindu eonsiiiuency. This was evident in 
Uharavi area, where a dalii municipal cor¬ 
porator was seen taking an openly anti- 
Muslim posture. Third, in the recent riots, 
the sense ol social inseeuniy among the 
new class of dalits of Bandra in Bombay 
have led the loriner to join the ‘mahaartis’ 
and meeting convened by the Hindu 
communalisi 

In fact, t|uiic contrary to the expecta¬ 
tions ol the Hindu communal forces, at 
number of places, dalits helped Muslims 
either directly or indirectly. For example, 
It was reported that at Matunga labour 
camp, Cihalkopar. Vikroli. Bhandup and 
Kurla slums, dalits held meetings and 
warned Hindu communal forces to refrain 
Irom creating trouble in these areas. Some 
dalits are said to have influenced right- 
minded police and military to maintain 


law and order which praciic'aily meant 
helping (he Muslims. At some places like 
Bhandup and C'hcmbur dalit families gave 
shelter to the Muslim families, while at 
lulsiwadi area, a dalii woman corporator, 
late Shanii Baria, laid down her life for 
communal harmony, a fact acknowledged 
by Muslim women who demanded ‘jannai' 
(heaven) for Shanti Baria. 

Similar reports of direct help to the 
Muslims have come from l.atur district in 
Maraihwada where Ihe dahts arc said (o 
have cieated a physical fence around the 
Muslim fainilie.s. This protection by dalits 
was possible may be because both Ihe 
communities have numerical dominance 
in the town. At Akola, dalits of Bhim- 
nagar were also reported to have threaten¬ 
ed (he Shiv Sena chief Gulabarao Gawande 
of dire consequences if the Shiv Sena tried 
to create trouble in Muslim areas like 
Ranicshpura and Gulzarpura situated in 
close vicinity of Bhimnagar. In some of 
the villages in Akoi taluka of Akola 
district, dalits were courageous enough to 
box (he ears of some Shiv Sainiks who at¬ 
tempted to attack the Muslims engaged 
in selling beef in the villages. 
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While (here was growing cominunalisa- 
lion of police all over Maharashira police 
personnel particularly Tnom (he dalit com¬ 
munities were cither impartial ot were pro¬ 
tecting the riot-affected Muslims in the 
state. This wa.s evident in Bombay. Bhccr, 
Jalana and Laiur districts. This impartia¬ 
lity was acknowledged by a senior Muslim 
police officer from Bombay, who m his 
interview with the press {The Tiinei, oj 
India, January 26) went on record obser¬ 
ving that now he was inclined to support 
the reservation policy' which produced im¬ 
partial personnel in the police force. 
However, at places, dalit police personnel 
had to face the wrath of Hindu communal 
forces who did not like a dalit police 
giving protection to potw Muslims. For ex¬ 
ample, a dalit police constable (from a 
matang community) posted at Udgir was 
assaulted by the Hindu communaltsts 
where he tried to rescue an aged Muslim. 
At this juncture, it has to be kept in mind 
that dalits supported Muslims not because 
(hey arc the natural fiiends as some forces 
would have us believe but because of two 
reasons: One, just out of human concern 
and secondly, due to the practical need. 
For example for ensuring regular supply 
of beef in the villages where dalits can af¬ 
ford only beef. Similaily, in the uiban set¬ 
tings where dalits, Muslims as al.so othei 
Fiindus are locked together in wretched 
slums and are marginalised despite the 
occasional personal tensions, they have to 
maintain a minimum solidarity again.st 
the threat of eviction and displacement by 
the interested forces and local authorities. 
The establishment of Rahiwashi Sanghs 
in Bombay slums reflects this necessity. 
However, the dalit leaders from the dif¬ 
ferent political factions, by and large, 
remained either totally silent or could oi¬ 
ler only half-hearted condemnation of the 
demolition of mosque. Some chose to 
remain conveniently ambivalent over 
the issue. These leaders condemned the 
riots but not the forces subverting the 
constitution. 

Those dalit leaders who participated in 
the protest against the demolition of 
mosque, however, appeared to be half¬ 
hearted because their participation was a 
token gesture in the joint venture organis¬ 
ed by the secular forces. Both tactically 
and politically dalit protest should have 
been like the one which could resemble (he 
mammoth strength demonstrated by dalits 
against Hindu communalists on the ‘Rid¬ 
dles’ issue some years ago in Bombay. In 
fact, dalits of Maharashtra had two solid 
issues on which Hindu communal forces 
could be checkmated. One was to enter 
as third party in the Ayodhya issue and 
stake a claim to the Buddha Vihar at 
Ayodhya. And tl» second was to challenge 
elTectively the controversial control of the 
Buddha Vihar by (he Hindu priests at 
Gaya. But neither issue was adequately ex¬ 
ploited by dalit politicians. Thus, they lost 


(he historical opportunity of intcivetting 
in (he situation. 

F.vcn dalit litcrarv figures particularly 
from Bombay did not show enough 
courage to protest against the destruction 
of an Irani hold which had provided both 
space and time foi these writers to chalk 
out their eniancipatoiy programmes and 
Strategies m the past. Howevci, the doyen 
of dalit literature Baburao Bagul was 
I'orihtight in his condemnation of the 
HindVil va vandalism as was evident in his 
presidential remarks u( the second siatc- 
level wotkers' literary conference which 
was held at Nagpur in the first week of 
January, where the danger of conimiiiia- 
ILsni was also sounded by working class 
literary figures through many forms. I he 
mainstream Marathi literary meet held at 
Satara during the same lime, however, 
maintained a studied silence ovei the 
demolition issue. The argument advanced 
by prominent Marathi literary figures was 
(hat they did not want to mix literature 
with poiiiic.s. hut the same so-called 
neutral literary persons did not fail to elect 
to the Sataia meet a person whose Hm- 
dtiiva inclination was an open secret. In 
this connection it is interesting to note that 
the chid of the Shiv Sena enjoys a large 
following among the Bombay's literary 
circles {TOI, January 23). However the 
solitary protest efiorts of the noted literary 
figures like I axnian Mane, Pramod 
Koparde, Han Naikc, Kishor Belkihal and 
above all Vnnda Karandikar who criticis¬ 
ed the insensitivity of the meet on the 
issue of coiniiuinal haiinony and peace, 
most be noted. 

The C ongress response to communal 
situation was ol a mix in the sense that 
while the state level C ongress leadership 
wa.s at least verbally vondemning the BJP, 
VHP, RSS, Shiv Sena, Bajrang Dal com¬ 
bine for creating a communal fren/y its 
local level leadership seems to have 
responded to communal situation in three 
major ways: One followed the piime 
minister's argument that the BJP did not 
keep its promise of offering symbolic kai 
seva at Ayodhya. The second kind of 
response from the local congress leadcis 
was utterly callous as it reflected the 
absence of these Congress leaders from 
their respective constituencies which were 
exploding with communal tensions. The 
third category was found to be more vocal 
in taking pro-Hindutva position at (he 
local le.'el. This was evident in the 
Kolhapur zilla parishad where the anti- 
Muslim feeling among the Congress mem¬ 
bers wa.s so strong, that these members did 
not hesitate to hold the Congress respon¬ 
sible for the Muslim appeasement which 
according to them resulted in the demoli¬ 
tion of the mosque {Maharashtra Times, 
January 17); the situation in Bombay wus 
not .so different. As reports show, tlicic 
was a growing fascination in the Congress 


rank and file tor the Hindutva biit/krieg. 
A si/eahle section ol the C'ongrcss is 
believed to have aciivcly assisted the local 
BJP/5>ena workcis m managing the maha- 
ariis in Bombay Some Congress leaders 
who also happen to be the sugai kings in 
southern Mahaiashtia could not hio'c 
been scared by BJP oi Sena as they have 
strong grip over the voters and kept a sin- 
prising silence ovci the demolition by Hin¬ 
dutva forces. 

Howcvfi, Ndgnath Naikvsadi. true to 
his secular progressive cieJciitials, mobi¬ 
lised the workers and |X’asants of Hulaima 
Kisan Ahn sugar lactoiy, and took out a 
morcha of inoie than 10,(KX) in a small 
town called Walva in Sangli district. 
Similarly, in Kolhapur a piomineni CPI 
leader, (lOvind Pansace, in an intelligent 
move, solicited the supt'orl of local Con- 
gtess leadeis whose very presence in a pro- 
gic.s.sive loiin fiont c.illed 'Wc Indians’ 
dcicircd the belligerent Hindu commu- 
nalisis who were out to attack Muslims. 

Nou-s 

|l wish in lhank Vikas AiUivjyaii Kendra. Bom¬ 
bay foi pioviding me support lot civilci.tmy. in- 
fuimation for the present iepon.| 

1 This report n, based on die mrormaiion 
winch I vvilleer -d during a I'icid irip lo the 
affected places in Vidaihha, Maralhwada 
and SoiKhcin ivlah,iiashlia and is confin¬ 
ed only to tlic fiisi phase ol riots which 
seems lo have lerminaled roughly by the end 
of Oecember 1992 

2 For details please retei lo S V Seshadn, 
p 6il; Navalgundkar, p 142; Idate, p I.IS m 
t'lfhur Yairu, a Ambcdkai Hedgewar. 
special issue, Kambai Auii t'ublisuiions. 
Pune, 1991 

.t LX’shpande S H. Sawarkar te hJP. Kaihans 
Publiealiun, Pune, 1992, pp 112. 

4 H'nfmns and .S/reerhiv «/ l>r Amhedkar. 
Cioveinmeni of Mahaiashlra Publication, 
Vol 8, p 236. 

Phadke V D./tm/w/Aunmi'Ai OAu/nu/.’Shri 
Vidhya Publicaiion, Pune, 1989, p 139. 

6 /xdliol, I Icanor, Amhedkot and Mahar 
Moveineiu, unpublished PhD thesis, sub 
mined lo Pennsylvania llinversily. USA. 
1969, p tot 

7 (iansccr. Rainakat, Amhedkaronche 
SJuttekh, Kainapiabha Piakashan. 
Blnisawal, 1981, p 148. 

8 Ibid 

9 daha\aheb Ainbedkarunche, Bafishkni 
Bharalalil Anralekh, (josernnicnl of 
Mahaiushira, 1991. p 322. 

to Deshpandc S H, op cil 

11 Cianvrci, op cil, p 189. 

12 Deshpandc, op cil. p H. 

13 HASA, Vol 8, p 3‘)9 

14 Ibid, p 247. 

15 Ibid, p 358 

16 /elliol, op cit, p 77. 

17 loi detail refer lo i'whar Yalni, published 
by Kamabai Auli Praiisihan 

IK Upadhya Shashi Bhushan.'( onmiunatisni 
and Working Class’,Ft trno/rm and Milual 
Hecklr. No 29, 1989. PI 74 
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Hindutva^s Low-Intensity War 
against Bombay’s Riot Victims 

Gurbir Singh 


The communal war is far from over in Bombay. Hindutva forces 
are determined to continue to target the Muslim community and 
keep the fires burning. Various arms of the state—Bombay 
Municipal Corporation, the police, the forest department—have 
established a close nexus with the Shiv Sena and other communal 
forces to keep up low-intensity attacks on the riot victims. 


IN a swirt, brutal action on February 18, 
ten rebuilt tenements of January 1993 riot 
victims of Jogeshwari's Sitawadi were 
demolished by orilcers of the ‘K* East 
Ward of the Bombay Municipal Corpora¬ 
tion. This act summarised the severe trial 
of riot victims all over Bombay faced in 
their bid to return to normal life. It also 
showed the widespread network Hindutva 
forces had developed to keep up a low in¬ 
tensity attack on the minority community. 

Jogeshwari (East), off the Western Ex¬ 
press Highway, is a major Muslim enclave 
in Bombay and was the centre of wide¬ 
spread riots and police firings in 
December 1992 and January this year. The 
Muslim community, thickly bunched, is 
concentrated in an elevated area, which is 
surrounded by Hindu Maharashtrian 
localities. At the centre of the Muslim 
enclave is an area called Bandra Plot. It 
was here that the now famous Radhabai 
Chawl (actually called Gandhi Chawi) was 
set afire on the January 6-7 night, pro¬ 
bably by some Muslim criminal elements, 
in which eight members of the Bane family 
perished. Using this outrage as an excuse. 
Shiv Sena and other Hindutva fanatics, 
began the blood bath which engulfed 
Bombay for the next 10 days. 

In Jogeshwari itself, the January riots 
look a heavy toll. More than 20 people 
were killed—mostly Muslims—and 
Muslim houses on the periphery of the 
enclave were burnt, ioot^ and destroyed. 
Some Hindu houses on the borders, 
Meghawadi and Sitawadi particularly, 
were also destroyed. The day after the 
Radhabai Chawl incident took place, a 
joint Shiv Sena-police posse entered the 
Bandra Plot area and evacuated over 200 
Maharashtrian families to a nearby 
Municipal School, while the BMC sealed 
the evacuated tenements. Significantly, 
this was the largest contingent of Hindu 
refugees which the riot produced, and was 
the basis of much Shiv Sena politicking, 
as we will see later. 

The Nivara Hakk Suraksha Samiti 
(NHSS) began nol-reticf work in the area 
from .ianuary 14 onward.s. Besides reaching 
immediate necessities to the riot victims, 
the activists observed that virtually the 


entire Muslim enclave’s population, who 
had not yet fled to their villages, were ’riot 
hit’ in the sense that severe curfew restric¬ 
tions and fear of attacks from police and 
Hindu lumpens had placed them in a vir¬ 
tual state of siege With ration shops shut, 
and .shopkeepers having fled, supply of 
fair-price rations became an essential 
activity. 

It was during this period that Nivara ac¬ 
tivists discovered that the Muslim enclave 
was also made up of nearly 1.300 Hindu 
families, or 20 per cent of the population, 
both Maharashtrians and non-Maharash¬ 
trians, most of whom had preferred to 
remain behind. (In the December riots, 
however, a few Hindu shops and a police 
choky in Bandra Plot were burnt.) In¬ 
vestigations also revealed that while sharp 
clashes between the two communities took 
place on the borders, there were no mob 
atucks on Hindu families or property 
within the Muslim areas. Even in the 
Radhabai Chaw) incident, there was no 
mob attack. It was a sneaky night raid by 
obvious criminals, and the police are yet 
to come out with a coherent picture of the 
incident. In fact, neighbouring Muslims 
helped douse the flames on that fateful 
night. 

•Rti ucift; Pot UK'S’ 

This background becomes essential if 
the Shiv Sena's ‘refugee politics’ is to 
be understood. Soon after the 20(>-odd 
Maharashtrian Hindu families were 
’rescued’ by the Shiv Sena activists, led 
by two corporators—Ravindra Waiker 
and Rajeshwar Ragtnwar—a demand was 
made to the state government by the Shiv 
Sena that the Hindu families be given 
accommodation elsewhere in pucca tene¬ 
ments. In the meanwhile, as tensions bet¬ 
ween the two sides subsided, the odd sight 
of the Hindu families coming to their 
houses to clean up and carry out other 
chores during the day and returning to 
the Municipal School refugee camp dur¬ 
ing the night was observed. With appetites 
whetted for Maharashtra Housing Board 
flats, appeals that all was safe and 
that they should return home fell on 
deaf ears. 


It was around mid-February, a month 
after the riots, that NHSS and other social 
organisations like YUVA announced pro 
grammes for rebuilding houses destroyed 
during the riots. The state government and 
the Bombay Municipal Corporation came 
out wiih-a liberal programme for rehabi¬ 
litation, whereby reconstruction of riot- 
destroy^ houses were to be given priori¬ 
ty, and documentary evidence and other 
red tape was to be dispensed with. Nivara 
was the first to begin, and a list of 20 such 
houses to be reconstructed in Jogeshwari 
was given to Collector (Suburban), Suresh 
Saivi, who gave the go-ahead, and promis¬ 
ed to intimate the BMC. Being state 
government land, Jogeshwari fell under 
his jurisdiction. 

The reconstruction work began on 
February IS, one of the areas where NHSiS 
concentrated was Sitawadi, Banej on the 
highway as well as on the Hindu-Muslim 
‘border’, the rioting Hindu mobs had raz¬ 
ed nearly 15 tenements in this area to 
the ground. For the .same reason, when 
reconstruction work started, it caught the 
eye of the authorities. For three days, a 
variety of officials, highway engineers, 
BMC officers and Collector’s men, tape 
in hand, measured and examined what 
was going on. They seemed satisfied that 
the original plinth area had been main¬ 
tained as required. However, on February 
18, without any notice (a ‘stop work’ 
notice under Section 354-A of the BMC 
Act is essential), a BMC demolition squad 
from ‘K’ East Ward came and razed three 
days of construction to the ground. Near¬ 
ly a lakh of rupees worth of donations 
from sensitive citizens and the Times 
Relief Fund was literally washed into the 
Jogeshwari nullah. Residents who pro¬ 
tested were beaten by the police. NHSS 
activist Seema Hirani was arrested. 

The reaction was also quick and vigo¬ 
rous. By 3 p m, the same day, February 
18, a procession led by Nivara of over 300 
persons, mostly women from Jogeshwari, 
shouting against BMC ward officer V B 
Pawar, occupied the offioes of the ‘K* East 
Ward at Andheri. After an hour-long 
sMnd off, the police moved in. beat up 
people and arrested about 80 of the pro¬ 
testors. There was a furore in the press, 
and senior government officials like the 
Collector, Suresh Saivi, and the Addi¬ 
tional Municipal Commissioner, R M 
Ambhaikar, seemed genuinely outraged 
that riot victims’ houses were demolish¬ 
ed for the second time. Ward officer V B 
Pawar was hauled up and orders for his 
transfer were issued. 

V B Rnvar called a meeting with ‘Nivsua’ 
on February 22 to sort out the tangle That 
was when the story rolled out. Even as the 
meeting was tiroc^ing in the ward office 
and Pawar wiis giving assurances that the 
construction could begin, suddenly 
Jogeshwari corporators—led tfn ^v Sena 
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corporators Kavi watker and Hajeshwar 
Raginwar (also present were Congress(l) 
corporators Baba Singh apd Noor Jehan 
Khan)—stormed in and demanded that 
no permission be given to Muslim houses 
to be reconstructed till the matter of giving 
alternative flats to the 200 Hindu refugee 
families was settled. Nivara activists said 
the two issues should not be linked, and 
that the corporators could not sit in a 
meeting in which they had not been invited. 

But it became obvious they had been 
invited by V B I^war himself. And with the 
intention to disrupt the meeting- Ultimately 
Pawar not only insisted that the corpora¬ 
tors had a right to sit in the meting, but 
turned around and refused to allow the 
Sitawadi reconstruction to go ahead. 

Meanwhile; information pieced together 
revealed that all the five corporators of the 
area, three Shiv Sena and two Congress(I) 
had joined hands, together with Ramesh 
Dub^, former minister and MLA, to 
register a formal complaint demanding 
the demolition of the reconstructed 
houses. Ramesh Dubey and the Sena cor¬ 
porator Ravindra Waiker had a particular¬ 
ly notorious role during the riots, and 
dozens of Muslims in the area had sign¬ 
ed statements claiming having seen them 
personally leading the attacking mobs. In 
this drama, Noor Jehan Khan, Congress(l) 
corporator of the Bandra Plot area had 
at ftrst refused to sign the demand for 
demolition, but Tmally bowed to the 
pressure of Dubey. Having colluded with 
the corporaton in demolishing the houses, 
V B Pawar demanded that they in turn de¬ 
fend him. Thus the spectacle created on 
February 20, followed up thereafter with 
a letter signed by the corporators suppor¬ 
ting V B Pawar and demanding cancella¬ 
tion of his transfer order. 

To sort out the continuing tangle—by 
now the BMC had prevented other des¬ 
troyed houses from being rebuilt in 
Jogeshwari and other areas—a high level 
meeting chaired by Satish TVipathi, sec¬ 
retary (Rehabilitation), government of 
Maharashtra was called on February 23, 
which included the vanous relief organisa¬ 
tions, Shiv Sena and BMC and govern¬ 
ment ofTtcials. After much acrimonious 
debate; it was agreed that ail riot-destroyed 
and damaged houses would be allowed to 
be reconstructed without formal permis¬ 
sion, but after the BMC inspeaed the area 
to etuure that the original plinth area was 
maintained. Minutes of this meeting were 
to be circulated to all BMC wards to en¬ 
sure speedy rehabilitation of the riot-hit 
in oth» areas toa With this small victory 
in hand the demolished tenements of 
Sitawadi were again constructed. 

Skv FOR A Roof 

However, not very far away, at Etbhatli, 
Coregaon, again off the Western Express 
Highway, a few days later, the BMC 


enacteo a stmtiar drama, un January ii 
night, a Hindu mob, 'spiritually charged 
after a ‘maha-aarti* had set f^tre to ihc 
waste and cardboard godowns situated in 
the Etbhatli market. Though both of 
these are owned by Muslims, the 'ba.sii' 
behind the godowns sheltered both Hindus 
and Muslims. And as fire does not recog¬ 
nise religion, it spread out and burnt the 
houses of both communities, 'Nivara' thus 
began work for the reconstruction of 
nearly 25 houses mostly of Hindus in this 
Etbhatli area from the third week ot 
February. 

The Bombay Municipal Corporation 
(BMC) of course was not far behind. 
Reportedly acting on a complaint of the 
Shiv Sena corporator of the area, Sudha 
Churi, the ward officer of ‘P’ South 
Haiikare, issued a ‘stop work’ notice on 
March I, and despatched a demolition 
squad on March 3. It was the high pre¬ 
paredness of the local basti-dwellers that 
saved the day. A large mob of angry 
residents greeted the demolition sqdad. 
With the construction sites deep in the 
narrow gallis of the basti, the squad 
thought discretion to be the ^tler part of 
valour, and took to its heels rather than 
face the crowd. 

On March 4, a stay on demolition was 
obtained from the City Civil Court. 
Meanwhile, ail arguments that the govern¬ 
ment and the BMC had formulated a 
policy of allowing reconstruction of riot- 
hit houses without formal permission, as 
decided in the meeting covered by Satish 
Tripathi just did not wash with the local 
BMC brass. Repeated meetings with ward 
officer Hankare and the Deputy Munici¬ 
pal Commissioner S R Dange ended in 
nothing. Fiiuilly, to avoid a repeat of 
Jogeshwari, Additional Municipal Com¬ 
missioner B M Ambhaikar, stepped in 
once again, and the houses were com¬ 
pleted and handed over to the owners on 
April 3. 

Through the Mahim creek, which divid¬ 
ed Bombay island from suburban Bandra. 
runs huge water-pipelines. Along these 
pipelines, a large number of families had 
b«n staying for the last four to five yean, 
in settlements called Rajivnagar and 
Indiranagar. Predominantly Muslim (6S 
per cent), these bastis were torched-during 
both the December and January riots. 
About 70 houses were burnt and another 
SO looted and destroyed. A Bandra-based 
legal aid group, the Majlis, took up the 
cause of these riot-hit and began rebuild¬ 
ing the huts in the last week of March. 

By March 2S, led by Shiv Sena leaden, 
a large group of Koli rishermen arrived, 
abused the riot victims and attempted to 
st<v the construction work. The next day, 
acting on the complaints by the Shiv Sena, 
demolition squads of both the BMC ‘H* 
Ward as well as Additiorad Golhstor (En¬ 
croachments) arrived to remove the huts. 


They were a “danger to the water mains”, 
and weie fresh’ hutments and had nothing 
to do with the riots, the officers claimed. 
The activists got a reprieve for a few days 
as they showed the panchnamas issued by 
the police which indicated that the huts 
had been burnt in the riots. It was also 
pointed out that the reconstruction was 
taking place with building material issued 
by the state government-constituted reha¬ 
bilitation committee. 

But the reprieve was not for long. A 
week later, on April 3, the demolition 
squads came again and levelled the neatly 
constructed huts. Something is perverse 
about these demolition departments. They 
allowed the huts to come up, designed and 
directed by architects, allowed a nice coat 
of paint to be applied (and we admired 
the gleaming tin roofs neatly contoured 
along the pipeline from the Bandra 
flyover), allowed Rs 3 lakh worth of 
material to be sunk in. And then they 
moved in. The irony of the operation is 
they even confiscated the very tin sheets 
provided by the ‘rehabilitation arm’ of the 
state government! 

The Majlis activists ran from pillar to 
post to undo the damage, and finally were 
able to secure a hearing from the chief 
minister, Sharad Pawar. The bureaucrats 
stuck to their stand that these were recent 
encroachments and that they were not burnt 
at all However, in two meetings with l^iwar 
on April 6 and 8, the activists, through 
documents and panchanamas, convinced 
him of the injustice done and alternative 
plots for these riot-hit was agreed upon. 

As this goes to press, however, the col¬ 
lector’s men arc refusing to go by the 
survey carried by the activists, and are 
again demanding documentary evidence 
for alternative allotment. The activists 
say the destroyed plinths, together with 
the panchnamas, adequately show the 
number of huts. The collector’s men are 
determined to see that the least possible 
number are rehabilitated. Result: the 
Mahim pipeline riot-hit continue to squat 
at their old sites in the scorching May heat 
with the sky as their roof. 

The same were the travails of the slum- 
dwellers of the Mahatma Gandhinagar 
slum, Antop Hill, where nearly 500 
tenements were damaged or destroyed by 
attacters between January 9 and I2. On 
Bombay Port Tfust land, the riot victims 
were being helped by the Gandhi Relief 
Camp, and its main organiser, one Father 
Christopher Brien of a local church. 
Despite desperate attempts to get permis¬ 
sion for the reconstruction from the 'P 
North V^rd office of the BMC, stonewali- 
ing continued, forcing the riot-hit to live 
in the relief camp months after the riots 
had subsided. The Port D’ust had no ob¬ 
jection to the reconstruction since the 
slum is an old one, and most of the 
residents possess documentary evidence. 
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Finally, fed up wuh the attitude of the 
BMC', the relief camp organisers began 
work on the reconstruction of the huts 
around April 15. They are hoping that the 
demolition setuads do not come. 

Aiimkson ftlKISt H.\SIIS 

Then, in ihe wake of the BMC demoli¬ 
tion squads came the forest department. 
Stretching from Cioregaon, near Film City, 
to Kaiidivii, a 10 kin stictch, is an endless 
expanse of shi,indwellings on the border 
01 and spilling into the Sanjay Ciandhi 
National Bark On April 22 and 23. the 
forest department, with police protection, 
demolished nearly 300 huts m Matangarh, 
a shanty colony close to Film City. On 
April 28 and 29, the squads moved on 
to rare A/.ad Nagar and a portion of 
Anrbcdkai Nagar, off Kurar Village, in 
Malad. As this goes to press, sporadic 
demolitions are continuing. 

The history of these localities is signiil- 
cant These shanty colonies, numbering 
ncdily 80,000 tenements along the Na¬ 
tional Fai k, are occupied by a mixture of 
Muslims and Matang and Mahai dalits. 
The Muslims of Matangarh, A?ad Nagar 
and Anibedkar Nagar became the target 
of Hindu communalists on January 10 
and II nights. Nearly 100 houses were tor¬ 
ched or destroyed and about 20 people 
were killed and scores injured in Ihe area. 
Significantly, howevet, a large number of 
dalit houses were also destroyed and 
looted. Most of Ihe Muslims fled into a 
Muslim enclave in Malad called Pathan- 
wadi, whcie neatly 350 of these shanty 
familie.s made up the bulk of Ihe relief 
camp .set up there. 

lb the Nivaia Hakk Suraksha Samili 
activists working among these not vic- 
lim.s. It iKvame apparent that a significant 
aspect ot the coininunai attacks in the 
area were liiikc*d to land grab bids by IcKal 
gangs. Attempts to take the i^ihanwadi 
camp lamilies back to Matangarh and 
A/.ad Nagar were stoutly resisted by local 
hoodlum.s. 

Then on February 4 night a daht basii. 
Shiv Shakli Chawl in Appapada con¬ 
sisting u! .about 110 hut.s, was burnt to the 
ground. On investigation, U was revealed 
that it was the handiwork of one Dinesh 
Singh Thakur, a local upper caste slum¬ 
lord, who had been trying to evict these 
residents fot some lime. Significantly, 
Thakur had tried to cover his tracks by 
getting his henchmen to smash the idols 
in the nearby Datta Mandir on the same 
night and thereby I'ass it off as a com¬ 
munal clash It was the tremendous 
political maturity of Ihe dalits of the basti, 
who immediately saw Thakur’s game, and 
themselves repaired the damage to the 
idol, while suppressing news of the attack 
on the temple. Thakur was finally arrested 
on February 6 only after the head of the 
ainn contingent posted in the area took 


up the matter with the police 

A few days later, on February 12, the 
Muslim leaders in Pathanwadi abruptly 
shut the relief camp and NHSS activists 
were forced to rehabilitate the noi-hil 
families at their original sites under ex¬ 
tremely hostile circumstances. Keeping 
constant vigil night and day, seveial at 
tacks by lumpens were warded off, and by 
and by people began setting up home in 
the three basiis using the construction 
material dtrnated by Nivara, Times Relief 
Fund, Rotary Club and other such bodies. 
Bui the fiagile peace was broken on 
March 7 when, on Holi eve, a section of 
Ambedkar Nagar consisting of about 525 
huts was burnt to Ihe ground. The people 
suspected foul play. The police said ii was 
a kerosene primus stove accident Till 
date, the cause of the fire has not been 
established. But for Ihe volunteers, their 
hands were full with rehabilitation work 
again; and with having to convince the 
angry Hindu dalits of Ambedkar Nagar 
that Ihe culprits were not the Muslims of 
neighbouring Azad Nagar. 

Then came the demolition by the forest 
dcpurlmeni. Starting from Matangarh on 
April 22 and 23, the forest squad, pro 
(ecled by the Oindoshi police, razed over 
2,000 hut.s in ihc area in a 10-day 0 {>cra- 
tion. The focus was on Matangarh, A/.ad 
Nagar and Ambedkar Nagar—wherever 
Ihe riot-hii had tried to reconstruct theii 
houses. In Ambedkar Nagar, only the 
precise section which had been burnt on 
March 7 was demolished, in Azad Nagar. 
Muslim houses, identified with a parti 
cular white plastic sacking material which 
they had received in rioi-relicf. alone were 
demolished. All building material, donated 
for and bought by the riot-hit families, 
was carried away forcibly. Activists 
counted at least 25 trucks full of tin 
sheets, wooden poles and such material 
being carted off Nivara Hakk Suraksha 
Samiti had donated about Rs 2 lakh worth 
of material—the money coming from a 
variety of groups and citizens—all of 
which is in government godowns today. 

Those who resisted were brutally beaten 
up. On April 22. a section of Matangarh 
residents and others from neighbouring 
slums began raising slogans against the 
forest department. Led senior inspector 
of Dindoshi police station. Khalkhamkar, 
the police unleashed a lathi-charge. Four 
persons were arrested. The most vile com¬ 
munal abuse was hurled at the crowd. The 
arrested activists found to their horror 
that at 12 noon almost ail the police of¬ 
ficers leading the operation were reeking 
of liquor. A sub-inspector, who could 
barely stand, accused the activists of being 
'desh druhis’. On April 28 and 29, the 
same scene was enacted at Ambedkar 
Nagar and Azad Nagar. Youths who resis¬ 
ted the demolition were mercilessly beaten. 
A bulldo/ci was brought to demolish a 


small school—the Bhaiai Ratna Ambedkar 
Vidyalaya—serving 400 children in the 
area. The superintendent of the school fell 
at forest range officer Lokhande’s feet and 
begged him to take his life first. The 
drama averted the demolition for that day. 
Lokhande, however, promised to come 
back with his bulldozer. 

The forest department claims that the 
slumdwellers have encroached on valuable 
forest land and are causing serious en¬ 
vironment degradation of Bombay’s green 
pocket. The slumdwellers say that forest 
range officer Lokhande, and before him 
range officer Patil, ran a lucrative business 
in netting hefty ‘hafta* for allowing Ihc 
slumdwellers to settle on forest land. 
Ambedkar Nagar residents say they arc 
situated on F E Dinshaw Trust land and 
not on forest land. They also point out 
that the worst environmental degradation 
is being caused not by the slumdwellers 
but by the corrupt forest rangers who 
have flattened entire hills by selling 
mud and stones to building contractors. 
Matangarh’s residents say they have the 
registration number of 27 trucks which 
ply up to five trips a day carrying valuable 
red ‘garden’ mud. That is why possibly 
Matangarh has seen its fourth demolition 
in five years. The ‘hafta’ is reportedly 
Rs 10,000 a truck. 

But more than all this, it is obviously 
not a coincidence that the forest depart¬ 
ment, out of the 80,000 tenements along 
the National Park, chose the biisiis where 
the riot-hit and the fire-ravaged dalits and 
Muslims were struggling to rebuild theii 
lives for demolition. 

On March It, Gajanand Kirtekar, 
Goregaon’s Shiv Sena MLA, raised a 
discussion in Ihe assembly that encrou- 
chers of the minority community had 
ruined the National Park. The stale 
government promised to act and chief 
minister Sharad Pawar cleared the file for 
demolition. The riot victims, then lives 
fractured and smashed, now do not have 
even a relief camp to go to. 

The series of events narrated above 
make it obvious that the communal war 
is far from over. Hindutva forces are deter¬ 
mined to continue to target the Muslim 
community to keep the fires burning. 
Various arms of the state—Ihe Bombay 
Municipal Corporation, police and other 
officials—have established a close nexus 
with Shiv Sena and other communal 
forces to carry on a subterranean proxy 
war for Hindutva against the Muslims. 
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Badanavala Killings 

Signs for the Dalit Movement of Karnataka 

Jaaakt Nair 

The Karnataka Dalit Sangharsh Samiti has becomO a formidabh 
organisation in the state. Relying on local resources and 
responding quickly to the daily abuses to which Dalits are 
subjected, the DSS has learnt to wield the legal-juridical 
machinery with some skill. This has made the Dalits the targets 
of new and varied atrocities and earned them the hostility of 
other political groupings such as the Raitha Sangha. 


IN the last week of March, the people of 
Banplore were treated to an excellent pro¬ 
duction of Devanur Mahadeva’s novella 
Kusumabate by the Mysore repertory 
theatre, Rangayana. C Basavalingaiah’s 
open air dramatisation stayed faithful to 
the difficult cadences of the dialect of the 
Mysore area which spoke of the multiple 
ways in which Dalits coped with unbeara¬ 
ble oppression, through recourse to ela¬ 
borate ritual, humorous dcnance, tradi¬ 
tional deference, or adoption of liberatory 
ideologies, while nevertheless paying a 
terrible price for the slightest trans¬ 
gression. 

It was cruel irony that on March 25, in 
Badanavala, Nanjangud taluk, Mysore 
district, a village neighbouring writer 
Mahadeva’s native Devanur, three Dalits 
paid with their lives for the sin of deman¬ 
ding admission to the newly-renovated 
Siddeswara temple in the village, renova¬ 
tions that had b«n made possible by Dalit 
money as much as Dalit labour. 

Badanavala is a small village of 2,500 
people, about 25 miles from Mysore city. 
During the period of Mysore Dewan Mirza 
Ismail’s engagement with economic na¬ 
tionalism, Badanavala was chosen as the 
centre of a state-sponsored khadi produc¬ 
tion programme, and the village was even 
visit^ by Mahatma Gandhi in 1936, and 
was also the focus of the work of Ihgadur 
Ramachandra Rao, referred to as the 
Mysore Gandhi, who undertook an epic 
fast for temple entry of Dalits in 1933. To¬ 
day, there is little trace of the moral force 
of the religion of Gandhi, even less trace 
of any constructive work, and only the 
bitter reminder of the lingering anta¬ 
gonisms of caste, between the dominant 
Lingayat caste and the Dalits, who com¬ 
prise the two major communities in the 
village. 

There are nearly 1,200 Dalits, and about 
1,000 Lingayats in Badanavala. the rest of 
the population of the village consisting of 
Ganigas and a few Muslims. In this dry 
area, the IMits are mostly small farmers 
and agricultural labourers, while the 


Lingayats too arc medium-scale farmers, 
employing labour on their land. Both the 
Dalits and the Lingayats spoke of no 
history of hostilities, and indeed there 
have been no overt signs of disaimination 
with Teferenoe to water sources, shops, 
flour mill or fair price depot. Yet it is 
clear that the caste hierarchy was rarely 
challenged in any significant 'way till 
recently. In that sense, we may speak of 
the success of Ramachandra Rao’s work 
for harmony within the caste order. 

Tempi t Entry Issue 

The village square, which memorialises 
Gandhi with an armless bust under a 
canopy, has Dalit temples to Rama, 
Viriyamma and Maniyamma on three 
sides; on the fourth side is the red-tiled 
building of the Ambedkar Yuvaka Sangha. 
Even the topography of the village has 
been altered by the emergence of this new 
political force in the village. Since 1984, 
when it was founded, the Sangha has been 
built up by the growing band of educated, 
but disaffected, group of Dalits. The 
Dalits appear to have acquired a respec¬ 
table degree of formal education, with 
over too youngsters who have completed 
their SSLC and nearly 50 graduates. 
Closely linked to the Dalit Sangharsh 
Samiti, which has built up a formidable 
base in nearly every taluk of Karnataka, 
the Sangha has organised educational, 
cultural and sports programmes, including 
a successful anti-liquor campaign, for all 
of which the village’s proximity to Mysore 
has clearly been a help. 

Plans were made a year ago to take ad¬ 
vantage of the Bangarappa government’s 
Aradhana scheme and renovate the Sid¬ 
deswara temple, located some distance 
away from the village, to which devotees 
came from all the neighbouring villages, 
and from as far as Mysore. For this pur¬ 
pose, Parashivamurthy, the secretary of 
the renovation committee, appealed to the 
Dalits of Badanavala to contribute their 
mite. He may perhaps base been encoura¬ 


ged by the laise, but persuasive, unities or 
the Bharatiya Janata Party: in I9S9, all 
residents of Badanavala. including the 
Dalits, had sent consecrated bricks for the 
Shilanyas programme ai Ayodhya. But 
evoking this unity in the local setting was 
somewhat more difficult: younger Dalits, 
particularly the members of the Sangha. 
demanded that they 1 k' assured of temple 
entry when the renovations were complete 
I his assurance was given, and the Dalits 
contiibuied Rs 30,000 as well as ‘shram- 
dan’ (or the renovation. 

The temple was ready for formal re¬ 
opening on January 30, on which occa¬ 
sion seveial Lingayat swamijis and the 
I ingayat Congress MLA of Nanjangud, 
M Mahadevu, as well as some other Dalit 
legislators were invited. Dalits who were 
born and brought up in Badanavala wen^ 
however, deliberately kept out, and even 
attacked by lathi and sickle-wielding 
Lingayat youths. The police, who were 
pre.sent, chose to book cases against 31 
Lingayats and 26 Dalits under Sec 107 for 
disturbing the peace. Neither the swamijis 
nor Mahadevu chose to intervene in 
favour of the local Dahls’ right to enter 
the temple. 

A peace committee was constituted the 
very next day. which included the circle 
inspector, the deputy superintendent of 
police, the tehsildar and leaders of both 
the communities. The Lingayat leaders 
appeared to be in no mood to relent and 
asked for time till February 24 to ‘con¬ 
sider’ the question of temple entry. This, 
S P Kishore Chandra said, was unaccep¬ 
table, and insisted that entry be permit¬ 
ted from February I or 2 itself. By 
February 2, the pujari of the temple had 
escaped and the temple was locked. Dalits 
gained entry into the temple only through 
police intervention from February 2. 

Upstaged by the Dalits, who were clear¬ 
ly conscious of their democratic rights 
when they demanded police protection, 
the Lingayats were forced to withdraw 
from their indefensible position. But not 
for long- plans were already afoot to leach 
the Dalits of Badanavala a lesson, and 
daily consultations were held between 
Parashivamurthy and the local MLA. 

The Dalits meanwhile planned a big 
puja after Ugadi on March 25, for which 
they requested police protection as early 
as Mamh 22. Yet while some 16 Dalits 
were returning victorious from a cricket 
match in Aneyamballi village on March 
25 at about I p m, a group of more than 
SO Lingayats armed with choppers, sickles 
and knives pounced on them and manag¬ 
ed to kill three Dalits and severely injured 
two. 

Among those who were killed in the 
well planned attack were B Narayana- 
swamy, a retired headmaster and his son 
Madhukar Nataraj, a school teacher. An 
old Dalit woman, witness of untold 
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aifcnmiiMKions ana oppresBiomt, tecaiiea 
her shock and pain on hearing that the 
attackers included former students of the 
headmaster. So far about 36 of the 
SO-member gang of Lingayats have been 
arrested, and the entire set of able-bodied 
male Lingayats have gone into hiding, 
leaving only their women, children and 
old men behind. The surprising number 
of outsiders now occupying schools and 
every available public building arc 
members of the police, 120 of them, who 
have kept any further reprisals at bay. 

Badanavala’s location, less than 200 km 
from the suie capital, has made the inci¬ 
dent prominent in the media and in the 
legislature, and has made the village the 
target of large numbers of Congressfi) 
politicians anxious to establish their 
liberal credentials. Chief minister Veerap- 
pa Moity, who also visited the scene, paid 
compensation to the families of the dead, 
ordned a CBI probe and announced that 
the state would stop ‘tasdiks’ (grants) to 
temples practising untouchability (even as 
he responded favourably to the suggestion 
from outraged legislators that the temple 
be taken over by the government). In ad¬ 
dition, a fair number of swamijis have 
visited the place, including the swamiji of 
Pejawar Mutt, a public and vociferous 
BJP supporter, who advised the Dalits to 
let bygones be bygones, and sun living 
amicably with the upper castes. Dalit 
legislator C Motamma, who has been 
chairperson of the legislature committee 
enquiring into the various incidents of 
atrocities against Dalits, threatened that 
all 37 Dalit MLAs of the iegislatute would 
resign, but there appear to be no signsof 
that at all. 

The Dalit Sangharsh Samiti, which 
responded quickly to the incident, held 
tyro demonstrations in Mysore and Nan- 
jangud, demanding a detailed probe, 
dismissal of the circle inspector and 
punishment for the guilty. Yet, the 
Lingayats of the area, not to be outdone, 
and showing no sense of remorse for the 
incident, also organised a large procession 
and rally in Nanjangud under the leader¬ 
ship of MLA Matudevu, where he deman¬ 
ded that the DSS, being even more 
dangerous than the RSS, be banned. 

On the Offensive 

As Mahadevu’s support for the attack 
is becoming more explicit, he is seeking 
cover by going on the offensive. When 
asked why he made the statement about 
the dangerous nature of the DSS, he said 
that though the RSS is a communal 
organisation, it is working for ‘high ideals' 
at ahigh levd, but the DSS was interfer¬ 
ing in daily administrative affairs, and 
were a daily harassment to the upper 
castes, who now have no peace of mind’ 
due to the DSS and its ‘goonda ny*. Refer¬ 
ring to a similar confronution between 


the uaiits and t-uigayats in saigur in Hcg- 
gadadevankote taluk of Mysore district, 
in which eight Dalits were killed about two 
years ago, the legislator insisted that the 
Lingayats had “be«i provoked into the 
attack”. By Mahadevu’s ingenious logic, 
activity of the DSS is at least as disrup¬ 
tive of communal harmony and is anti 
national as the activities of the RSS. 

Mahadevu's statement is testimony to 
the ways in which the Karnataka Dalit 
Sangharsh Samiti has become a formida¬ 
ble organisation in the state today. Rely¬ 
ing on local resources and responding 
quickly to the daily round of abuses to 
which Dalits are subjected, the DSS has 
learnt to wield Ihe legal-juridical machi¬ 
nery with some skill. A large number of 
cases have been filed under the SC/ST 
(Prevention of Atrocities) Act of 1989 and 
the Protection of Qvil Rights Act of 1955. 
Although a mere 16 of the 3,269 cases 
filed over the past three years have reach¬ 
ed fruition, there is a persistent faith in 
trying to make that system work. There 
has also been a conscious attempt to build 
bridges with the police, long considered 
the implacable enemies of Dalits. Indeed, 
in at least three recent cases, tife police 
have prevented attacks on Dalits from tur¬ 
ning deadly, often by firing on upper caste 
mobs. In Devalaganagapur, AfzalpUr 
taluk, Gulbarga district, a predominantly 
backward class village, three caste Hindus 
were killed in police firing in July last year 
when police tried to prevent a vicious at¬ 
tack on Dalits there. In idapanur in 
Raichur district, a 2,00()>strong mob arm¬ 
ed with choppers, staves and knives was 
fired on by police as they came to atuck 
the Dalits, and four were killed. In 
Hosdurg in Kanakpura taluk.of Bangalore 
district, the village Vokkaligas who 
damaged and set fire to 66 Dalit homes 
were prevented from further violence 
through police intervention. 

There is a political awakening among 
Dalits across the state over the past IS 
years that has made them the target of 
new and varied atrocities. Dalits have even 
earned the hostility of other political 
groupings such as the Raitha Sangha, 
which resents the Dalits’ lack of enthu¬ 
siasm for the Sangha (which, it must be 
noted, has rarely taken up the case of 
agricultural wages, working as it does 
primarily for price increases which benefit 
middle- and large-farmers). 

New Secrecation 

There are no easy solutions to the spate 
of atrocities against Dalits that occur 
across Karnataka today. Politicians have 
always rushed to the spot of the atrocity 
and assured Dalits of separate flour mills, 
hotels and fair price shops so that friction 
may be avoided, yet, there is no question 
that this leads to new forms of segrega¬ 
tion and cannot be the solution in the 


long run. rne Karnataka home minister, 
Dharam Singh, has more than once rashly 
promised to arm Dalits to help them de¬ 
fend their civil rights. The massive deploy¬ 
ment of police in areas where there have 
been vicious attacks on Dalits again can¬ 
not be sustained for very long. The 
judicial process, slow and creaking at the 
best of times, has sorely tried the patience 
of Dalits who need immediate redressal 
of their grievances. No wonder that they 
have begun administering their own forms 
of justice, and used their organised force 
10 extract at least the assurance of civilis¬ 
ed behaviour from the caste Hindus. 

The media attention trained on Badana- 
val contrasts sharply with the virtual non¬ 
reportage of the Hosdurg incident in 
which 66 Dalit homes were smashed or 
burnt by rampaging Vokkaligas. At least 
in part, the antagonism between the 
Lingayat MLA and Dalit MP, both of the 
Congress (1), has fuelled some of the 
curiosity over the Badanavala incident, it 
is perhaps an indication of the miles that 
the DSS, and the Dalits of Karnataka, 
have to go that nearly all newspiapers con¬ 
tinue to refer to them, not by the name 
they have given themselves, but as ‘Hari- 
jans’ and ‘Untouchables’. 

The future of the DSS in Karnataka, 
which started out as an organisation for 
transforming cultural politics, will depend 
on how it sustains the considerable energy 
that seems to have been released. This will 
demand, among other things, thinking 
through what is perhaps the most pro¬ 
blematic of its interventions in Karna¬ 
taka’s villages; its response to the persis¬ 
tent charge that Dalits have molested 
upper caste women. In many instairces, 
this has merely been dismissed as a form 
of caste justice for the centuries of abuse 
which ‘our’ women have endured at the 
hands of caste Hindus. The possessive 
pronoun betrays the fact that even the 
must piupeayless of people have iMie 
form of ‘property’ over which power is 
wielded. Women have certainly not been 
inducted as democratic partners in the 
struggles of the DSS, and predictably 
there are neither women leaders in the 
DSS nor are women’s issues part of the 
agenda. 

The Badanavala events were in many 
ways no worse than the incidenu that had 
occurred in Aliagl-B, Idapanur or Sargur. 
The CID probe ordered by the chief 
minister can only be cold comfort to the 
Dalits of Karnataka, who have seen the 
appointment of a one-man commission 
on the Saigur incident, but have yet to 
hear of his report which was submitted to 
the government in November last year and 
has clearly been suppressed. Des^ such 
iraradoxes, the Dalit movement must con- 
tintre to pursue as many avenues as possi¬ 
ble in churning a measure of dignity for 
Dalit lives. 
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Science and Superstition 

Bhant Dogra 


Instead of pursuing farmer-friendly science, India has opted for 
research which will be of interest only to business. In the 
circumstances, it is not surprising that farmers, perceiving this as 
deception in the name of science have espoused superstition and 
non-science. 


INDIAN villages provide a strange paradox 
of life remaining htavily weighed by old 
religious beliefs and even superstitions, and 
yet not failing to respond to the possibilities 
of economic improvement made possible by 
science and technology. There cannot be bet¬ 
ter evidence of this then the extent to which 
green revolution agriculture has been taken 
up by farmers of Indian villages. According 
to the government's data for main foodgrain 
crops, up to 1991-92 67 million hectares of 
land had been planted with H YVs in the case 
of these six food ciops. Even allowing for 
the expected exaggeration of data, this is a 
very impressive response on the part of 
farmers. As economist Ranjit Sau has com¬ 
mented, “This is an unprecedented diffusion 
compared to any innovation anywhere in the 
world!’ 

But have the farmers been amply rewarded 
for their responsiveness to the call of modern 
science and technology? Far from this. The 
Indian experience of agriculture based on 
crop varieties which need heavy doses of 
chemical fertilisers, pesticides and herbicides 
is the same as the bitter experience of other 
places. After a time; more and more of these 
chemicals are needed just to maintain yields. 
Harmful pests develop resistance to 
pesticides and there is a never-ending search 
for newer formulation that can beat the 
bugs. But often it is the bugs which win. The 
genetic uniformity as well as lack of adap¬ 
tability to local climatic conditions makes 
the new HVVs very susceptible to pest at¬ 
tention. Hirmers’ expenses escalate while the 
gains in yield, if at all these exist, are input 
miKh less than expected. 

This leads to a loss of faith in science and 
the farmers turn easily to religious myths 
and superstitions from which they have not 
fully emerged. An anger against the esta¬ 
blishment, which is perceived to be respon¬ 
sible for the economic ills, is mixed with 
strong anti-modern science feelings, which 
seek refuge in the comfort of old religious 
beliefs and superstitions. Such feelings can 
take dangerous sectarian and disruptive 
forms depending on the kind of provocation 
that is provided. There is an interesting anec¬ 
dote from Punjab when terrorist violence 
was at its peak. Perhaps due to heavy 
pesticide exposure, birds in the region 
became dull and arould not fly away on 
being approached by human beings so that 
tlreir viability m the fields increased. 
Incidentally these birds also resembled a 
powerful religious symbol. This led to 
rumours that there had been rent there by 
a great Guru so that injustice caused to the 
people could be avenged. 

This anecdote shows how close the 


farmers, even in the most intensive area of 
green revolution, are to religious beliefs and 
superstitions, in such a setting what is 
perceived as a failure of science, or decep 
tion in the name of science, can lead to a 
violent backlash that uses religious revivalist 
tendencies against the ‘establishment’ that 
is supposed to be responsible for the pro¬ 
blems of farmers. How this lestablishment’ 
will be defined will depotd on local factors 
and the source of provocation/instigation 
but the fertile ground in which this provoca¬ 
tion can spread fast is provided hy the 
economic and ecological realities of green 
revolution farming. 

In all this, of course, there is no failure 
of science as such. T he same science could 
have been put to use for obtaining varieties 
which did not make the farmer dependent 
on chemicals but tried to increase yields to 
the extent possible b>low<ost methods and 
materials which were available within the 
villages. Better yields could be obtained by 
improving the indigenous varieties which 
were well adapted to local conditions and 
less susceptible to pests and diseases. 1'hc 
same scientiric knowledge could have been 
used for preserving rather than endanger¬ 
ing the diversity of crop varieties available 
in many areas. But instead of doing all these 


farmer-friendly things science ignored the 
real long-term intetesu of farmere and opted 
instead for something that could bring quick 
profits for agribusiness in the form of sales 
of agrichemicals, machinery and seeds. The 
interests of business dominated the research 
for crop varieties but this was done in the 
name of helping the farmers. 

Agriculture is just one example of such 
trends. Science and technology are used to 
serve the interests of big business vis-a-vis 
farmers and consumers and of rich coun¬ 
tries vis-a-vts poor countries. Thus instead 
of having a liberating influence on the world 
which is still ridden by poverty and want on 
a significant scale, science frequently has an 
opposite impact. 

Itehnology transfers across countries and 
continents have led to a situation where 
technologies which can have a very disrup¬ 
tive impact on the lives of millions of peo¬ 
ple can be imposed from above instead of 
evolving with the experience of people. It 
goes without saying that initially all the 
nice things will be said about the new 
technologies and a clever propaganda effort 
will be launched. People struggling at low 
levels of subsistence are likely to respond 
eagerly to any possibilities of growing "two 
blades of corn where only one grew befor^’, 
specially as the longer term adverse implioi- 
lions are never explained to them. When the 
negative implications catch up with them, 
the resulting economic tensions asid frustra¬ 
tions can e.'upt in violence 

Scientists and technocrats cannot remain 
unconcerned about the field-level impact of 
their work. There has to be a serious recon¬ 
sideration of the impact that the spread of 
technology evolved with other aims but sold 
in the name of helping the poor has on the 
livelihood and contentment of million of 
villagers. 
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Total Literacy Campaigns: 
A Field Report 

Nitya Rao 


Establishment of mass literacy is a task that calls for sensitive 
and well-coordinated administrative skills and a political 
commitment that few governments in post-Independence India 
have had. Without mass organisations of the poor, without 
mass participation in programmes of social and economic 
development and without the universalisation of primary 
education, the gains of the literacy campaign will be difficult 
to sustain. 


THE National Literacy Mission (NLM) 
was established in 1988, with the objective 
of revising and strengthening the existing 
aduk education prognunmes in the coun¬ 
try and making them mass programmes. 
Smral evaluations were conducted by the 
Mission, and projects like the Rural Func¬ 
tional Literacy P^tamme, the Mass Pro¬ 
gramme of Functional Literacy, the adult 
education iHogiammes of voluntary agen¬ 
cies and state governments were revised. 
These efforts did not lead to a satisfac¬ 
tory strategy for the eradication of mass 
illiteracy. 

In 1989, a voluntary agency, the Kerala 
Shastra Sahitya Parishad (KSSP) asked 
the National Literacy Mission for finan¬ 
cial assistance for a mass campaign in 
Emakulam district. The first Total Literacy 
Campaign (TLC) was begun in Erna- 
kulam district on January 26, 1989, and 
from this experience was developed the 
TLC model' for mass literacy that is now 
being implemented in over 1^ districts of 
the country. 

An important conclusion of the inter¬ 
national literature on education and 
literacy is that mass literacy is noi a 
development outcome that is achieved 
merely with the passage of time: it requires 
a conscious and organised mass cam¬ 
paign. The Indian experience on this is 
dear enough. India’s programmes of adult 
education, administered by the Depart¬ 
ment of Adult Education for several 
decades, failed to achieve any real progress 
in the field of mass literacy. 

Internationally, campaigns to promote 
rapid increases in rates of literacy have in¬ 
volved the mobilisation of large numbers 
of learners and teachers, often by central 
authorities who have used elements of 
compulsion, ideology and social pressure 
to propagate literacy. In Nicaragua, the 
mass literacy campaign of the early l98Qs 
was given the imagery and vocabulary of 
a national war to depose an oppressive 
social order and establish a new one based 
on mass empowerment. 


Literacy is, of course, of intrinsic im¬ 
portance in the life of a human being. 
Literacy is also an instrument of empower¬ 
ment. Awareness about social problems 
and structures, and information about 
development programmes can help trans¬ 
form lives, by enabling people to seek— 
and demand—better conditions of life. To 
be ‘literate’ in terms of the norms of the 
Mission, a learner must have basic literacy 
and numeracy skills, functional know¬ 
ledge. usable in day-to-day affairs and 
social awareness. 

Experience has shown that there arc 
some innovative features of the total 
literacy campaign in India that are com¬ 
mon to the different areas in which it has 
been implemented. The first of these com¬ 
mon elements is its mass campaign ap¬ 
proach. The TIjC seeks to cover, in a 
specified time-period, the entire illiterate 
population residing in a comfract, geogra¬ 
phical area, usually a district. The second 
common feature of the campaigns is the 
participation of the people of the localities 
where the campaigns are on, in planning 
and implementing the campaign. Thirdly, 
campaigns are based on voluntary work. 
Panchayat-lcvel, block-level, district-level 
and state-level organisations have been 
formed that are independent of, although 
supported by, local governments and ad¬ 
ministrators. Though the specific methods 
of mass mobilisation vary, the formation 
of such organisations is absolutely crucial 
to the success of the literacy campaigns. 

While there are common features to the 
campaigns in different areas, literacy cam¬ 
paigns must also be sensitive to existing 
social conditions, to the conditions of life 
and work of people in specific localities, 
to the gender and age compositions of 
local populations, to the languages that 
people speak, and so on. 

Essential to a literacy campaign are pro¬ 
grammes that ensure that neo-literates do 
not relapse into illiteracy. It is well 
established that a neo-literate can revert 
to illiterate status in 8 to 10 months (and 
even quicker) if post-literacy campaigns do 


not provide sustained practice in using 
literacy skills. This is even true of regions 
where base-level literacy is high, like Erna- 
kulam district Given that the potential for 
regression into illiteracy among neo-lite- 
rates is always present, it is important that 
literacy comes to play a meaningful role 
in the lives of the neo-literates if literacy 
skills are not to be lost. Regression means 
the wastage of sizeable lesources, both 
human and financial, spent during the 
campaign and, more important, the tragic 
loss of a skill that has taken much dedi¬ 
cation and hard work to impart and 
inculcate. 

Ihnzania. an example of a country that 
emphasised post-literacy maintenance and 
development activities in its national 
literacy campaign, imaginatively used a 
variety of media to promote reading and 
writing skills; these included mobile 
libraries and rural newspapers. Textbooks 
representing different areas of interest 
were produced for learners. An overall 
functional orientation to the literacy cam¬ 
paign was adopted, which helped raise the 
literacy levels to over 80 per cent. 

This is a report on the progress of the 
literacy movement in four regions of south 
India, namely, the Union Territory of 
Pondicherry, Pasumpon Muthuramalinga 
1'hevar and Pudukkottai districts in Ikmil 
Nadu, and Nizamabad district in Andhra 
Pradesh. The report is based on field trips 
that I made to these areas in June 1992, 
as pan of a study of strategies for the 
post-campaign phase of the literacy move¬ 
ment in these areas, it is preniature to 
attempt a detailed analysis of the post¬ 
literacy campaign, but the directions that 
IS now taking may be described. 

PONDK HtRRY 

After Emakulam in Kerala, Pondi¬ 
cherry was the second region in India to 
be ueciaicd ‘totally literate' (Pondicherry 
was so declared in November 1991). About 
67,000 people in the age group IS to 40 
years, M per cent of them women, were 
covered by the Total Literacy Campaign 
in the Union Ibrritory. Initiate in 
September 1989, and organised by the 
‘Puduvai Arivoii lyakkam’, or Pondi¬ 
cherry Literacy Society, the movement 
gathered momentum after March 1990. 

To administer the campaign, a commit¬ 
tee with representatives from the govern¬ 
ment, political parties, voluntary 
organisations such as the Pondicherry 
Science Forum, Nehru Yuvak Kendra, and 
associations such as the NSS, was form¬ 
ed. The first task was to create an environ¬ 
ment favourable to the campaign, by 
means of a massive publicity campaign in¬ 
volving mass conventions, 'kalgjathas' 
(cultural shows and processions) and 
‘padayatras’ (campaigns in which volun¬ 
teers walk from place to place). The ob- 
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jectivc of these activities was to generate 
awaieri^ for eradicating illiteracy, and to 
motivate and mobilise volunteers and 
learners to participate in the campaign. 
Ibn cultural troupes travelled through the 
villages, popularising the message of 
literacy through more than 1,300 pertor- 
mances. To ensure community participa¬ 
tion and continuity, which were critical to 
the success of the campaign, literacy 
committees—involving local youth club, 
women’s organisations and teachers— 
were formed at the village, commune and 
district level. 

The next task was training. There were 
two categories of people to be trained. 
The first was the category of volunteers, 
including key resource persons, master 
trainers and volunteer instructors, who 
were trained to teach a 3-part integrated 
primer. The second category comprised 
village and commune level organisers. 
About 13,000 volunteers were mobilised 
and trained. 

The teaching phase lasted from about 
June 1990 to April 1991. The initial 
response to the classes was encouraging, 
with an enrolment of about 80,000 from 
an illiterate population estimated at 
1,00,000. Several problems emciged; many 
were issues that could be expected to arise 
with the oihanocment of public conscious¬ 
ness and a heightened awareness of ba.sic 
rights among a population living in 
poverty. 

Sustaining the interest of the learners 
and preventing drop-outs was difficult. 
The ’environment-building’ efforts had 
succeeded in motivating illiterates to enroll 
themselves in the campaign. After all their 
daily chores, coming to the centre could 
be tiring and wearisome Thete were other 
reasons for learners dropping out: some 
people felt that they need^ to know only 
how to sign their names; the pedagogy 
of the campaign was often poor; the 
monsoon and festivals intervened. Those 
who already had some basic literacy felt 
disinclined to join the groups as they 
found nothing new or exciting on the 
agenda; they could not see its functional 
application in their lives. 

The government’s unwillingness to 
follow the programme through was, and 
is, a major obstacle in the way of the cam¬ 
paign. One lesson in the literacy primer 
rai^ issues of poverty and unemploy¬ 
ment in India and of the iniquitabic 
distribution of resources, and it c^led on 
people to struggle for a just society. Citing 
this chapter as ‘Evidence”, the speaker of 
Pondicherry’s legislature actually called 
the Tbtal Literacy Campaign “anti¬ 
national". The elected government of the 
Union Ibrritory refused to sanction the 
post-literacy budget proposal; as a result, 
reading material for Pondicherry’s S30 
post-literacy centres could not be produc¬ 
ed and, more important, large numbers of 
committed volunteers were disheartened. 


Government policy has brought the 
post-literacy campaign to a virtual stand¬ 
still in the Union Territory. A campaign 
that generated mass awareness, and 
sought to make the poorest conscious of 
their rights, was seen as being profound¬ 
ly dangerous by the party and government 
in power in Pondicherry. 

The village-level workers and many 
volunteers are youn^ a'.id not equipped to 
organise adults around various social, 
economic and work issues. They them- 
.selves lack adequate information on issues 
of interest to the adult learners. Though 
an attempt was made, through a 'force of 
80’ highly motivated volun.eers, to retrain 
village-level instructors and monitor the 
classes, they have not all been able to 
develop the organisational skills required 
for bringing the neo-literates together into 
literacy circles. In some cases, the 
volunteers worked with the expectation of 
future government employment, and 
when they did not get this, lost interest in 
the programme. 

The response of women to the cam¬ 
paign was encouraging. They saw in the 
campaign a space for themselves, and an 
opportunity to interact with eaejt other 
and to gradually bring about changes in 
social, and more particularly, gender rela¬ 
tions. As part of the village-level commit¬ 
tees, women’s subcx>mmittoes were formed. 
These subcommittees raised a range ol 
issues, including the need for more faci¬ 
lities for primary education, more public 
utilities, and (with rather less success) the 
organisation of income-generation pro¬ 
jects for women. 

The literacy movement had reached the 
masses, something which the government 
had been unable to do. Expectations 
about the benefits and impact of the 
literacy movement mounted. I^soplc began 
to expect it to provide solutions to all their 
problems and hasten the pace of imple¬ 
mentation of development programmes. 
It is really not a criticism of the literacy 
campaign, but its inability to meet the ex¬ 
pectations of the people in terms of the 
implementation of development program¬ 
mes led to a decline in enthusiasm over 
the months. To take an example, twice 
there were floods in a fishing hamlet, and 
three rows of houses were washed away. 
The people of this hamlet wanted finan¬ 
cial assistance for housing, but this issue 
could not be taken up by the literacy com¬ 
mittee. The fish^rwomen of the hamlet 
were being exploited economically by the 
contractors. To assist them by increasing 
their cbllection, the literacy society helped 
them install Fish Aggregation Devices. 
However, private launchowners smashed 
these devices. 

When people perceive literacy as critical 
to their daily existence and see its utility 
in enabling them to live better, the motiva¬ 
tion to strengthen their literacy skills also 
increases. To take an example. Father 


Anthonisamy of the Holy Redeemers, 
who is also on the Executive Committee 
of the Arivoli iyakkam, conducted a 
survey amon^t four Arivoli groups and 
found that 8S per cent of the learners were 
in debt. Through the Holy Redeemers, 
those paying more than 10 per cent in¬ 
terest pei month were helped to pay back 
their past debts immediately. An equi¬ 
valent amount of money was dq^osited in 
the thrift and credit group that vras 
organised around the learning group. The 
group employed the literacy volunteer to 
maintain its records and accounts, in ad¬ 
dition to managing the thrift and credit 
society, the volunteer continued to help 
develop the literacy skills of the memben. 

It is possible to tie such developmental 
work to literacy work. 

Wherever functional literacy has become 
a practical reality and has bm identilted 
with local issues and priorities, the literacy 
movement seems to have made a deeper 
impact. In other words, literacy is an 
instrument for social justice and the em¬ 
powerment of people. 

Another development effort resulted 
from a 'social mapping’ exercise under¬ 
taken in a literacy class. The group noted 
that only four out of II street lights work¬ 
ed in their street. A petition was writtm 
and sent to the electricity department. 
Quick action by the department became 
a source of motivation to the neo-literates. 

Adult learners wanted to continue to 
learn, provided they found kaming mean¬ 
ingful to their lives. The challenge facing 
tire Arivoli lyakkam was to plan and im¬ 
plement a post-literacy programme that 
would improve their work-skills, and help 
them find new forms of employment. 

No literacy campaign can be successful 
if a programme of compulsory and uni¬ 
versal primary education is not imple¬ 
mented. The literacy campaign had a 
direct impact on primary education in the 
union territory. In fact, the programme 
for adult literacy and Universalisation of 
Elementary Education (UEE) are leaAy 
two sides of the same coin. As p^ of the 
post-literacy campaign, the activists of the 
literacy movement sought to arrange 
teacher training camps for the univer- 
salisation of elementary educatkm as well 
as a 'back to school’ campaign for drop¬ 
outs in the age group of six to 14 yean. 
The govenunent, houever, did not sanction 
funds for the post-literacy prt^ramnic, 
and this campaign has come to a halt. 

Several members of the formal educa¬ 
tion system co-operated actively in the 
enrolment of drop-outs and of illiterate 
working children. Visalakshi Thangappa, 
headmistress of the government girb high 
school, created a separate section in the 
school for rag-pickers. A notewoitl^ 
achievement, she feels, is tire enrohaent 
of thiee exceptionally bright and laknied 
children, who after a lest, were admitledi' 
directly to classes 7, S and 4 respectivriy. 
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Prior lo »*•»$, the> were students in the 

rLL. 

The forlnightiy bulletin bnj>ui(ht out by 
the Literacy Society, the literacy wail for 
transmitting news a! difterent t>laces in 
emy village and hamlet, ai,d the exercises 
in ‘social mapping' have generated much 
interest among learners. However, the in¬ 
adequacy of materials and finances for 
initiating ncM activities is becoming a 
major constraint on the progress of the 
movement. 

Pasumkin Disraicr 

With the success of the TIXTs in Kerala 
and n>ndicherry. several districts in Ikmil 
Nadu sent propoUis to the NLM for laun¬ 
ching campaigns in their districts. The 
first to be approved were the campaigns 
in Pasumpon and Kamarajar districts in 
March 1991. 

The campaign in Pasumpon was laun¬ 
ched in April 1991 under the aegis of the 
Pasumpon Mavatta Arivoli lyakicam (the 
Pasumpon District Literacy Society). Ac¬ 
cording to the 1991 Census, Pasumpon 
had a populadon of lOJS lakhs, of whom 
S.91 lakhs were literates. The campaign 
began with a major publicity drive; 
followed by a door-to-door survey that 
identified 1.08 lakh illiterates in the age 
group 15-35 years. Despite interruptions 
due to drought and mass migration in 
search of work, as well as the elections, 
leaching began in August 1991 and con¬ 
tinued till May 1992. Approximately 
15,000 volunteers were mobilised and 
trained to be teachers. About 90,000 il¬ 
literates enrolled in the classes, of whom 
about 80,000 acquired literacy imis as per 
the norms of the NLM. The district was 
declared ‘toully literate' (that is, with a 
literacy rate greater than 80 per cenr in the 
tar]^ age group of 15-35 yean) in August 
1992. 

Iteimpon was the Tint district in Ikmil 
Nadu to implement the TLC. The pro¬ 
gramme was developed taking note of the 
difficulties faced in other areas, parti¬ 
cularly Pondicherry, and drawing upon 
the le^ns learnt there. Thus, the TLC in 
Pasumpon district conce;Urated on and 
developed a network of participatory, 
grassroots, village-, panchayat- and dis¬ 
trict-level structures to ensure the con¬ 
tinuity and sustainability of the move¬ 
ment. All voluntary organisations func¬ 
tioning in the district were involved, as 
were several government departments. At¬ 
tempts to build the self-confidence of 
volunteers and learners, specifically 
women (who constituted 70 per cent of 
adults who enrolled) were made by organi¬ 
sing training programmes and a variety of 
other activities such as talks, conventions 
and cultural shows. A significant contri¬ 
bution of the Pasumpon campaign was 
the introduction of a gram panchayat co¬ 


ordinator. a link person between the 
district centre and the village centres, who 
was identified and appointed by the 
village people themselves. 

Though the overall base literacy rate for 
f^umpon (55.01 per cent) was marginally 
higher than the slate average, the gap bet- 
vveen male and female literacy was among 
the widest, next only the Pudukkottai 
district. In response to this finding, the 
activists of the campaign attempted to 
establish women’s literacy committees 
right down to the village level. Almost 
every village had a woman convener. 

The women’s committees were active in 
serial blocks, especially Ilayankudi and 
Tirupattur, and tackled diverse issues, 
from street lights that didn’t work to water 
scarcity. About 800 women were trained 
in organisation and public speaking. The 
women’s literacy committees also helped 
to train people in tasks such as the pro¬ 
duction of palm leaf baskets, for which 
the resources existed locally, in some 
cases.-the committees sought assistance 
under the Development of Women and 
Children in Rural Areas (DWCRA) pro¬ 
gramme (an example is a pickle-making 
unit at HayankucU). Fifty DWCRA^noups 
were formed, most of them at the initi¬ 
ative of the viliage-levei women's literacy 
committees, and they involve both lear¬ 
ners and volunteers in their activity. 

The literacy committee also took on, 
with the assistance of the General In¬ 
surance Corporation, a programme to 
popularise personal insurance; More than 
2,000 people were insured (the premium 
was nominal). Two claims have already 
been filed. Insurance helped people recog¬ 
nise that every life is valuably and boosted 
their self-image. 

A noteworthy, and well known, feature 
of the Pasumpon literacy campaign was 
a programme to leach women karate. 
Competitions between block-levei karate 
groups were held. This training helped 
women realise their own strength and 
lose many of their fears and physical 
inhibitions. 

During the campaign phase itself, there 
were several initiatives to encourage 
literacy activities and build a sustained in¬ 
terest in learning. To ukc some examples, 
inland letter forms were distributed to 
volunteers, postcards were written lo and 
by learners, and they were encouraged to 
fill in money-order and ration-card forms. 
.Several competitions and functions, health 
camps and ‘kalajathas’ (cultural perfor¬ 
mances) were organised by the Arivoli 
lyakkam. 

The campaign attempted to spread the 
message that universal elementary educa¬ 
tion is necessary. A survey that Attempted 
to find out the reasons for school drop¬ 
outs found that many people thought 
school education to be irrelevimt and with 


no practical utility in their fives. A pilot 
project on activity-based teaching, which 
relates learning to activities of daily fife, 
was begun in Ilayankudi block. 

Sustaining the achievements of the 
literacy programme requires much oigani- 
sation and dedication and also political 
commitment to mass literaty. The organi¬ 
sers hope that the village-level organisa¬ 
tions that have been created will be com¬ 
mitted to sustaining literacy as well as fink¬ 
ing literacy to income-generating devdop- 
ment programmes. The next two years will 
be crucial in determining the success of 
the TLC. 

The post-literacy phase- must seek to 
strengthen and (iirt^ develop the achieve¬ 
ments of the campaign phase The agenda 
includes a supplementary project to cover 
about 9,000 illiteiates in the 9-14 age group 
and another 38,000 in the 36-45 age group 
who were not part of the target popula¬ 
tion iu (he first phase of the campaign. 

As economic survival needs are of^ 
pressing, continued volunury effort on a 
long-term basis, d^pite high motivation 
levels among many of the volunteers, may 
not be a practical possibility. A new 
feature of the Pasumpon literary move¬ 
ment is a two-year programme at the 
block level to improve the academic level 
as well as the economic condition of the 
volunteers. The plans include an academic 
component to enable volunteers to com¬ 
plete their matriculation, and a voca- 
tkmal-skiil-training component, compati¬ 
ble with local resources and n^s. Pro¬ 
viding them opportunities to enlumce 
their capacities is justified recognition 
for the commitment and dedication 
shown by the volunteers during the 
literacy campaign. 

Such a programme would take care of 
numerous young people like Chandra. 
Chandra’s brother refill to let her teach 
in the Arivoli centre as a volunteer as there 
was no money in it. She wanted to parti¬ 
cipate in the programme, for the experi¬ 
ence and joy of achievement it gave her, 
and so she lied to him that she received 
Rs 2S0 per month as honorarium. During 
the day she worked as a wage labourer and 
managed to earn this amount, which she 
gave to her brother every month. 

Neo-literates also gain aooew to train¬ 
ing through TRYSEM, benefits umier 
DWCRA. loans through IRDP, and tech¬ 
nical assistance from gove|iuneni exten¬ 
sion departments, universities and other 
voluntary bodies in the areas of agricul¬ 
ture and ground water resource dmlop- 
ment. An attempt to utilise the cable TV 
network for communicating some of this 
information was made 

Pudukkottai DisnrnicT 

In Pudukkottai district there was a fur¬ 
ther refinement of the TLC. Pudukkottai. 
according to the 1991 Census, had 6.62 
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lakh iiliterates out of a total population 
of 13.22 lakhs. The campaign for total 
literacy was initiated on July 23, 1991, by 
the Puidukkottai Mavatta Arivoli lyakkam, 
a society registered under the Societies 
Registration Act. After a hectic initial 
motivation phase, teaching began on 
October 2, 1991. As against an initial 
estimate of 2.3 lakh illiterates in the 15-35 
age group, the survey identified 2.9 lakh 
illiterates in the 9-45 age group. Ibaching 
continued till the end of July 1992, when 
an external evaluation was conducted, and 
the district was declared 'totally literate’ 
on August 11, 1992. 

Over 26,000 volunteers were mobilised 
in ihc district. They taught in the literacy 
campaign without any payment. The pro¬ 
gramme was co-ordinated at the district 
level by government officials as well as a 
diverse team of full-time Arivoli workers. 

Although Pudukkottai was ranked 16th 
in the state in terms of the percentage of 
literates to total population in the 1991 
Census, the gap in litetacy rates between 
males and females was the highest m the 
state, 24.3 percentage points. To correct 
this inequity, women’s literacy was em¬ 
phasised right from (he beginning of the 
campaign. 

The response and involvement of women 
at all levels, not onh, as learners, but also 
as master-trainers and assistant project co¬ 
ordinators has been tremendous. A major 
reason for this special emphasis and sen¬ 
sitivity to women’s needs, as in I\uiumpon, 
has been the presence of women District 
Collectors, who were committed to the 
programme of mass literacy, Qudsia 
Gandhi in Pasumpon and Sheeia Rani 
Chunkath in Pudukkottai, who spear¬ 
headed the campaigns in these districts. 
They were supported at every stage 'n this 
effort by activists of the Tkmii Nadu 
Science Forum, and its president, Venka- 
tesh Athreya, who is also the State Lite¬ 
racy Co-ordinator. 

Women’s committees were formed at 
the district, block, sub-block and pan- 
chayat levels. These committees were in¬ 
volved in a wide variety of activities. Inrst, 
‘Meet the Learners’ and ‘Back to School’ 
campaigns to motivate parents to send 
children aged between five and eight years 
back to school were organised. Secondly, 
the identification of women for various 
training programmes was carried out. 
Thirdly, competitions, meetings and con¬ 
ventions were organised at village centres 
to discuss issues that could not be bandied 
by the volunteers, such as issues of dowry, 
wife-beating, and economic exploitation. 
Fourthly, members of the literacy cam¬ 
paign d^t with oonfhct situations, for ex¬ 
ample; a movement of women agricultural 
labMteis who demanded minimum wages 
from a landlord at Pudur. Rfthly, women 
learners were helped to write their own 


petitions to government authorities and 
to work out their own proMems. Through 
such activities, campaigners tried to 
generate awareness and develop people’s 
confidence in literacy committees, and at¬ 
tempted to create a credible organisational 
base fcH* sustaining both literacy and other 
development activities. 

A hallmark of the strategy in Puduk¬ 
kottai seems to have been to link the 
movement for literacy with the lives and 
livelihoods of the people ri^t from the 
start. This has not only provided a cons¬ 
tant source of motivation to the learners, 
but has also facilitated close co-operation 
between the district administration 
(especially the revenue, development and 
education departments), the full-time 
Arivoli staff and the leamcis. It encourag¬ 
ed learners to uke leadership positions 
and assist the administration wherever 
possible. I shall describe sonw of the 
women's groups that I visited. 

The district has about 450 quarriet, 
which were controlled by private contrac¬ 
tors. In 1991, when the quarries were 
brought to auction, the comractens refus¬ 
ed to bid at the floor price, expecting to 
be able to depress the pric^ as they usually 
were. The collector organised ab^ ifiOO 
women workers into groups of 20 each 
and gave them quarrying rights at 
nominal rates for three years. There are 
now about 150 such women's groups. 
They were provided loans of Rs IJXlOe^ 
from the Indian Bank for tool kits, 
uniforms and initial working capital. Um 
members earned a daily wage of Rs 20 to 
Rs 30 (a four-fold increase in daily earn¬ 
ings), and shared the profits every week, 
it has been a struggle to retain the 
women’s contractual rights. The contrac¬ 
tors, deprived of thdr quairy rights and 
profits, tried different ways to destroy the 
groups. They refused to allow trucks into 
the area. Help from the police had to be 
sought. They told group leaders that they 
would not be permitted to sell stones, 
which the contraoors claimed for them¬ 
selves, on account of their initial invest¬ 
ment in tlw quarry. 

I had the privilege of visiting several of 
the quarry groups in Annavasal, Thiru- 
miQfam and Viralimalai taiukas. The lite¬ 
racy campaign helped tbq women workers 
in this fight against the contractors by 
helping them gain confidence and learn 
the ropes of the business. They were able 
to petition the Assistant Director (Mines) 
at the district headquaners directly for 
their permits and seek his guidance in 
(^lerational matters. Thqr have now learnt 
to write out tlwir own Mlb and receipts, 
and maintain their production accounts, 
and they can see that seif-ralUuice is 
critical for ensuring the suslaiiuibiiity of 
their gains. IWo of the group leaders, 
Vasantha and Anjalai, who were totally 
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illiteratei showed os their accounts. They 
have learnt how to keep them by attending 
the regular Arivoli classes and with sonre 
special assistance from the volunteer, fhe 
volunteers were given special training in 
maintaining accounts and records for 
these women’s groups. More and mote 
women woikers began to attend the 
literacy classes. 

Another group I vkured at Illuppur w» 
a goup that worked at cutting and poUth- 
ing artificial gems, using power-run 
machines. There are nmv 56 groups of 20 
women working at this trade in the dis¬ 
trict, and another SO groups are under¬ 
going training prior to formal registration. 
Involving as it does the operation of 
machines, in the initial pluue, literate 
women, with a minimum of five years of 
school education, were organism) into 
these groups and given loans through a 
nationalist bank. The earning pmrotial 
in this trade was about Rs 30-40 for an 
eight-hour working day. The women 
began to repay their loan instalments at 
the rate of Rs 100 per week. 

Seeing the earning potential of this 
tride, many women joined the Arivoli 
classes in order to be able to work at gem¬ 
cutting. They were agricultural labourm 
who earned Rs 6-7 for a dqr's work. 
Employment quotas were obsmed, for 
schtuled caste womei^, for destitute 
women and for others from the most op¬ 
pressed sections of the rural population. 
The new gem-cutting trainees were aU neo¬ 
literates, and neo-numentes. Numeracy is 
important as the cutting of the stones has 
to be accurate and in accordance with the 
calibrations on the miuhine. 

An imaginative feature of the literacy 
campaign, whidi can be emulated tv 
literacy workers elsewhere, was to provide 
Incycles to women. Almost 1,500 bicycles 
were made available in the rural areas 
through low-interest loans to Cram 
Sevikas, anganwadi workers, and others. 
‘C>ck-rallie$’ and bicycle demonstrationt 
by women were also organised. 

The levels of arhievement of litnacy 
and other basic cognitive skills varied, of 
oourie; within hamlets, and within centrea 
At the same time, a mqjor strength in 
Pudukkottai has been the even distribu¬ 
tion of master trainos over all panchayats. 
They are in the ratio of one for every 20 
volunteers. It should be possible to use 
their services (or further training. This is 
important, as volunteers are often too 
young and Hi e x p erienced to sustain the in¬ 
terest of learners, especially when fearnen 
are adults who often require more at- 
perienced trainers. 

Nizamabad DisnticT 

The total literacy campaign in 
Nizamabad began with a survey and 
knvironment-buildiag’ work by tbc 
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Nizamabad ZillaAksharasvatha Samilhi. 
in September 1991. According in ihe 1991 
Census. Nizamabad has a population of 
21.49 lakhs, of whom only 21.7 per cent 
wcR literate. The survey idcnlined 4.3 lakh 
learners in the district in the IS to 33 age 
group. Teaching began in December 1991 
and continued till July 1992. The district 
was declared 'totally literate’ on August 
IS, 1992, with an estimated 3 5 lakh 
learners having achieved levels in accor¬ 
dance with the NLM norms. 

The TLC in Nizamabad look a form 
that differed from those described above. 
Nizamabad is an area where Naxalile ac 
tivity is particularly high and the TLC 
could not get off the ground if it had to 
face Naxalite hostility. Normal life is often 
disrupted by violent incidents, the taw and 
order situation is very problematic, and 
people are often not willing to leave their 
homes after dark. During the initial survey 
and mobilisation phase, the atmosphere 
was quite tense and district officials had 
to move in villages with armed security 

men. They were unable to make much 
progress or generate Ihe atmosphere of 
openness among the people that is essen¬ 
tial for a campaign. The Naxalite groups 
then made an announcement through the 
local press that they would support the 
Campaign for Total Literacy as this was 
a pro-people programme. This eased the 
tension considerably and permitted the 
programme to develop in the district. 

A second problem was the extremely 
low literacy rate in the district, as low as 
16 per cent for females in the rural areas. 
It was hence difficult to get older, ex¬ 
perienced volunteers. Most of the volun¬ 
teers were young, middle or high school 
students. 

Thirdly, almost 50 per cent of the 
learners in the district arc bidi workers, 
most of them women. They sit in work- 
sheds, and that is where their centres run 

loo. They learned to read and write, but 
being under the supervision of the con¬ 
tractors. it was very difficutt to make them 
aware of their rights or organise them to 
demand that even basic facilities, such as 
drinking water and toilets, be provided 
them by the contractors. Deductions are 
made from their wages for medical con¬ 
tributions. rents of worksheds and trans¬ 
portation costs. They do not know if their 
provident fund contributions are remitted 
regularly. They continue to face shortfalls 
in raw material, especially tendu leaf. The 
location of the literacy centres, the inex¬ 
perience of Ihe volunteers and the lack of 
involvement of the bidi workers’ trade 
unions in the TLC, limited its scope in the 
district. 

The lack of local organisations has 
meant that the entire campaign has been 
led by the officials, government machi¬ 


nery. At the district level, special officers 
were appointed for each mandat. It was 
primarily Ihe responsibility of these 
officers to develop mandal-levei organi¬ 
sers and panchayat and village-ievel co¬ 
ordinators. 

Given this background of the district, 
special efforts had to be made to secure 
public participation, and not keep the 
TLC restricted to being a ‘government 
programme’. 

The TLC created great enthusiasm 
among the poor and among women, 
especially Muslim women. Celebrations, 
competitions and other programmes were 
arranged at frequent intervals; these in¬ 
cluded a Mahila Pierana Utsavam (festival 
for the motivation of women), sports 
events, songs and rangoli (colourful floral 
patterns) competitions. Health camps and 
baby shows (!) were organised for general 
health awareness and also for specific 
issues, such as the prevention of gastro¬ 
enteritis. Opportunities were provided to 
volunteers and learners to speak on the 
local radio station of their experiences. 
Camps were organised at which small 
peasants met functionaries from the agri¬ 
culture and veterinary departments. These 
activities provided people with a space for 
expression and social interaction. 

As it happened, in Nizamabad, four 
senior district-level administrators took it 
on themselves to work hard at Ihe literacy 
programme in exceptionally difficult cir¬ 
cumstances. They perceived this pro¬ 
gramme to be an entry point, the first 
step towards improving the implementa¬ 
tion of other district-level development 
programmes. 

A campaign such as the one in Nizama¬ 
bad depends very much on the specific 
person who leads it. A case in point is the 
Bodhan subdivision, which performed 
much better than the others in the literacy 
campaign. The sub-collector of Bodhan 
personally motivated people to join the 
literacy programme. He collected a group 
of local singers at his residence, they com¬ 
posed and practised literacy songs 
together and produced them in the form 
of an audio-cassette with the assistance of 
All India Radio. He visited the centres 
often and tried to solve local development 
problems immediately. The same progress 
in the literacy campaign did not take place 
in other areas. 

The establishment of mass literacy is a 
task that calls for sensitive and well- 
coordinated administrative skills and a 
political commitment that few govern¬ 
ments in post-Independence India have 
had. Without mass organisations of Ihe 
poor, without mass participation in pro- 
gramhtes of social and economic develop¬ 
ment, and without the universalisation of 
primary education, the gains of the 
literacy campaign will be difficult to 
sustain. 


DESTINATION LS.E. 


London School of 
Economics & 
Political Science 1980s' 
Scholarship Fund 

The London School of Economics & 
Political Science 198()s' Scholarship 
Fund offers 3 scholarships for the 
Academic Year 1993--94. These are 
available only to the candidates who 
have received confirmed admission at 
the London School of Economics & 
Politicai Science, London, for a 
post-graduate course of study 
including taught post-graduate course 
or research degree in Economics and 
other subjects. The British Foreign & 
Commonwealth Office has most 
generously agreed to pay the full 
amount of fees for each scholar, 
directly to the School. TheLS.E. 
1980s' Scholarship Fund will award 
upto £ 4000 to each scholar 
annually towards maintenance. 

WiitehrAppIcationFoimlo: 
ShriR.S. Bhatt, 

Trustee, 

LS.E. 1980s' Scholafship Fund, 
Ewart House, 4tri Floor, 

Horn Mody Marg, Fort, 
BombaH00023. 


/Ml c(Mnpk'k-t.l 
applicalioiis iiuisl In- 
rcccix cd l\\ 

Juiic 1,“^. Ikkk. 
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PERSPECTIVES 


All Education Commission Reports 

lapas Majutndar 

The education commission set up by the West Bengal government 
under the chairmanship of Ashok Mitra has, by implication at 
least, left us in doubt about what it thought of the state of 
education in the state. 

THE goverament of West Bengal had set sity Commission (1919). for example, over 
up an education commission in August which Michael Sadler presided and on 
1991 undor the distinguished chairman- which Asutosh Mookerjee not only sat as 
ship of Ashok Mitra. It was asked to look a formidable and turbulent colleague but 
comprehensively into the state of educa- also influenced its outcome, 

tion in West Bengal since 1977. The base The Ashok Mitra commission report 
year was considered an important land- too deserves to be placed in the same class 

mark presumably because a Left Front as that of its many distinguished prede- 
government in its present shape had Tirst ces.sors. My only disappointment however 

come to power in West Bengal that year. is that it has not always been able to 

The education commission completed its distance itself sufficiently from specitlc 
task and subndtted its report just within 


panisan positions of the government with 
the finesse of a Sadler. Radhakrishnan or 
Kothari. Even so. in the end. some of its 
recommendations (like increasing student 
fees fairly drastically, enforcing accoun¬ 
tability of errant and often truanf 
teachers, banning private tuition) are, in 
effect, challenges thrown in the face of the 
l.eft Front government. We will have to 
wait for some time before the West Bengal 
government can recover its composure 
and respond. 

It was only in 1981 that the last educa¬ 
tion commission in West Bengal was set 
up. It was called the Commission for 
Planning of Higher Education in Wm 
B engal and the chairman was no other 
than Bhabatosh Datia. It must have been 
recognised by the government of WM 
Bengal even then that in formulatii^ 
education policy there was no vray one 
could plan for ‘higher’ without sparing a 
thought for Mower' levels. And so the 


a year (by August 1992), which must be Tabi r I: BuocitTEn (Revenue) Expenoiture Per Capita on Education in Eight Selectho 
by itself regarded as quite a commendable Major States, 1990-91 


achievement, considering the spread and 
unevenness of the educational terrain that 
the commission had been called upon to 
cover. 

The setting up of an education commis¬ 
sion has usually been universally accepted 
as both an important event and a well- 
meaning gesture in India. Having ap¬ 
pointed a emnmission. government too 
normally accords its repmt all respect even 
when it has reasons to heartily disagree 
with some of its crudal recommendations 
and is eventually found loth to implement 
even those measures that it pretends to en¬ 
dorse. Political parties in India canvassing 
diametrically opposed policies on almost 
every other aspect of life have also been 
known to pqr obeisance to the same 
education commission reports: Recall, for 
example, the generous treatment and good 
press accorded to the report of the educa¬ 
tion commission headed by D S Kothari 
(I9M-(S6} in contrast to how its follow-up, 
the Nationai Education Policy (1968), was 
received. The truth of the matter is, peo¬ 
ple in this country, even governments, 
have been accustomed to find a body of 
the stature of an education commission 
to be not only wise but also reasonably 
detached if not wholly objective, and to 
be willing to raise pubUc debate on ge¬ 
nuinely controversial issues, it is usually 
not seen merely as a vendor of settled 
government po^. Lest this characteristic 
be attributed only to the strength of our 
democratic polity. I must add that the 
tradition in this respect goes back even to 
British times. We vrould find it if we read 



Note : The eighi selected major sutes are those that are found (see Ikble 2) 10 have coniittently 

above the all-India average literacy rates. They also have (with the exception of Kar¬ 
nataka) higher proportions of school enrolment in the state population. The six con¬ 
sistently below the average performers are Andhra Pradesh. Bihar. Madhya Pradesh. 
Orissa. Rajasthan and Uttar Piadesh. 

SouKt. Seteaed Edueatiomil Sunisiic^ 1991-92 and relaied papers. Ministry of Human Resource 
Development, Government of India, New Delhi 1993. 



Note : The literacy rates for 1981 exclude only the age group (0-4 years) while the 1991 Census 
excludes the age group (0-6 years). 

Sourer. Government of India official publications including Census of India 1981,1991 (provi- 


again the Report of the Calcutta Univer- sional) and Education in India, various years. 
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Oitta commission wax sdso asliad to sug> 
IliMit illlliontst others, “measures for iro- 
proi^ the tttndatd of education at all 
levels”, akmg with “special measures for 
giving a new direction to hi^r education 
in conformity with the projected require¬ 
ments of economic and social growth”. 
The Bhabatosh Oatu commission had 
submitted its classic report in April 1984 
but for all these years I have not been able 
to find out what the government of West 
Bengal really thought of it. In the event 
it did seem somewhat peculiai that in the 
setting up of the Milra commission, the 
government of West Bengal found no oc¬ 
casion even to refer to it. The Mitra com¬ 
mission almost followed suit and its report 
also contains no detailed discus.sion of the 
earlier report. 

If by asking the education commission 
to look at changes in the education scene 
since I9T7 the government of West Bengal 
was actually fishing for compliments and 
an indirect endorsement of its party line; 
then its hopes may have been at least part¬ 
ly fuiniled, for the commission began its 
report in an extraordinary way. It started 
by recounting, of all things, the Left 
Front’s election manifesto of 1977. Many 
of the objectives therein .seemed laudable 
enough though they clearly fell short of 
being either particularly leftist or revolu 
tionary. Promises to establish a Secondary 
Eduoition Commission and enact a com¬ 
prehensive public library legislation were 
clearly among these. On the other hand, 
there was the promise to take steps to fight 
“imperialist penetration in the cultural 
field”. Then there was the promise to take 
st 4 ps towards the realisation of the right 
of education through all the mother 
tongues of the state: Boigali, Urdu, 
Nepali and Santhali, right up to the 
highest stages! All this, 1 suppose, was the 
usual brave talk before all eleaions and 
1 wonder if the Left Front would parti¬ 
cularly thank the education commission 
for so zealously recording it for posterity. 

As to achievements, as distinguished 
from promises, several pats in the back the 
West Bengal government did have from 
(he commission. The commission praised 
the government for ensuring at last that 
examinations were being held regularly 
again in West Bengal and mass cording 
severely dealt with. More substantively 
perhaps, it commended the government 
on two other counts: spending a relative¬ 
ly high proportion of the state budget on 
^ucation and giving lower priority to 
higher education within the budgeted ex 
pendituie on education. How meaningful 
are these latter claims? 

Bible I below contains .some informa¬ 
tion on these two points for eight major 
states of India. These are'the states that 
have been consistently better than average 
performers in terms of educational attain¬ 
ments among all the major sutes in India. 


Fbr selecting the ‘group of eight’ I have 
used only two simple indicators: the rate 
of literacy and the proportion of school- 
going childien in the state populations, as 
shown in Ikble 2. 

The tables seem to bear out three pro¬ 
positions. First. West Bengal does spend 
proportionately more on education out of 
its revenue budget than all other states. 
Even Kerala spends less. Though in terms 
of per capita expenditure on education 
West Bengal spends less than Gujarat, 
Kerala and Punjab. However, the second 
proposition is that the share of higher 
education in West Bengal’s education 
budget is not low. It is higher than the all- 
India average and much higher than the 
shares of higher education in Assam, 
Gujarat, Maharashtra and Tamil Nadu 
among the better performing major slates. 

How much we spend on education, 
however, is not the main question that the 
economist has to ask. The main question 
is: Are we getting good value for the 
money spent? A look at Bibic 2 should 
tell us that the answer is: most probably, 
not—and this is our third proposition. 
West Bengal has been, not only in 1990-91 
but consistently over the years, just as the 
education commission had thought, top 
of the league table in terms of the propor¬ 
tion of budget expenditure on education. 
But alas, it has remained significantly 
worse off in terms of literacy rates than 
Gujarat, Maharashtra, and Ikmtl Nadu, 
not to speak of Kerala. In terms of school 
enrolment it is worse off than Gujarat, 
Kerala. Punjab and Ibmil Nadu. It is not 
unreasonable then to suspect that West 
Bengal’s education system is one of the 


more waneful within tlw relatively ptw 
giestive 'group of eight* among the nuuor 
states. Which is not a big pat in the back. 

I would, however, be giving a very 
wrong impression of the Mitra commis¬ 
sion report’s thrust if I only made these 
possibly just captious criticisms of its 
government-friendly stylistic approach 
that irritates, and not remind the readers 
of the genuinely revolutionary nature of 
some of its recommendations that I had 
referred to at the beginning, liking at 
these one feels that the commission could 
not have been entirely unaware of, or un¬ 
concerned with, the sad state of affairs 
that our Bibles 1 and 2 together seem to 
indicate. 

In fact, the Mitra commission has, by 
implication i|| (east, left us in no doubt 
about what it thought of the stale of 
education in West Bengal. In calling for 
cubstantialiy higher college fees, in in¬ 
sisting that the teachers be forced to 
teach —ensuring their accountability to 
society through inspection and other 
ways—and in demanding that the wide¬ 
spread malpractice of using school hours 
and school children for extracting money 
in the form of private tuition be ended, 
the commission had indeed bared the ugly 
face of academic institutions in India in 
a way no otho' previous commission had 
dared to do. But perhaps this was not 
what the government of West Bengal had 
actually bargained for, or even what the 
commission had anticipated when it had 
started to write its report, {^;^haps only 
somconds irrepressible maverick character 
had triumphed in the end! The people, of 
West Bengal should feel grateful for that. 


SATYAJIT RAY AT 70 

Photograf^ by Nemai Ghosh 
Contributions collected by Alok B. Nandi 

Rs. 475-00 

Whatever he (Ray) is doing — whelher he is writing, designing, acting, 
directing, editing, composing, or simply {noducing—Manikda is preoccu¬ 
pied by the work. When I look into his eyes, I feel I can see the whole film 
visualised there. 1 try to capture that impression in my pictures. 

Nemai Chosh 

For clo.se on 25 years, Nemai Ghosh has been assiduously phomgraphing 
me in action and repose, a son of Bos well woridng with a camera rather than 
a pen. In so far as these pictures rise above mere records and assume a value 
as examples of a photographer's art, they are likely to be of interest to a 
discerning viewer. 

SatyafitRay 
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RAW in Sri Lanka 

Rita Manchanda 

Indian Intervention in Sri Lanka; T1.e Role of India's Intelli^nce Ak<‘u* 
cies by Rohan Gunaratna; South Asian Network on Conflict Research, 
Colombo, 1993. 


WHAT happens when in a democracy 
foreign policy becomes a captive to covert 
intelligence operators? The Iran-Contra 
affair is the obvious example, an object 
lesson on the risk of intelligence agencies 
hijacking the diplomatic process. Closer 
to home there is Pakistan’s Inter Service 
Intelligence (ISI), a virtual autonomous 
power centre which is accused of directing 
a ‘proxy war’ in India. Daily, newspaper 
headlines denounce the subversive and 
terrorist activities of the ISI in India. 
Ministers of the government publicly ac¬ 
cuse the ISI of being responsible for ter¬ 
rorist activity ranging from the training 
and arming of militants to the Bombay 
bomb btests. 

And for those who take comfort in the 
argument that such subversion of the 
foreign policy process is possible only in 
a presidential system of government as in 
the US or Pakistan, a transitional 
democracy where the military is part of 
the ruling troika, ask our neighbours 
across the Palk Straits. In the 80s, 
Colombo accused India’s Research and 
Analysis Wing (RAW) of training and 
arming Sri Lankan Ikmil militants. 

It is the covert operations of the Indian 
intelligence agencies which is the subject 
of Rohan Gunaratna’s book. His imagi¬ 
native reconstruction of the role of RAW, 
IB. CBl and the ‘Q’ branch of the state 
of Timil Nadu holds up a disturbing mir¬ 
ror image of the virtual takeover by covert 
intelligence operators of the handling of 
India’s Sri Lanka policy over the heads of 
the ministry of external affairs (MEA), 

Gunaratna’s book stands out as the first 
systematic attonpt to track the role of the 
intelligence a^cies in India’s Sri Lankan 
operation. He maintains that it was RAW 
which ran the country’s Sri Lanka policy. 
From the training and the arming of the 
Ikmil militants to conducting a ‘proxy 
war’ through the covert Thm il National 
Army to undermine the LTTE-Premadasa 
negotiated truce, it was RAW whidh juggl¬ 
ed the dual polky of counterbalancing the 
arming of the LTTE with working for a 
political resolution. MEA was k^t in¬ 
formed on a necd-to-know basts. 

Of course, the view is from Colombo 
jnd may ewn be a sponsored one for 
Gunaratna had access to top secret 
documents in 'Sri Lankan government 
files. This includes the top secret com¬ 
munications between prirm minister Rajiv 
Gandhi and president Junius Jayewaidene 
through the hitherto unknown RAW 


channel and even the minutes ot a secret 
meeting ^tween the then RAW chief A 
N Vrrma and the Sri Lankan president 
which the ministry of external affairs was 
not supposed to know about, though it 
may have bibn leaked to the Indian high 
commissioner J N Dixit through a friend¬ 
ly RAW agent in Colombo. 

The Colombo documents lend impres¬ 
sive credibility to Gunaratna's painstak¬ 
ing piecing together of what the founder 
of RAW, R N Kao, is quoted as having 
described as India's ‘disaster’ of a policy 
of training and arming the l.TTE (p 26; 
all page references in parentheses are to 
the bmk under review). But it i^ an 
uneven patchwork of press reports, inter¬ 
views and the classified documents. More¬ 
over, while there is an impressive list of 
people interviewed, including former 
foreign secretary M Rasgotra, the Indian 
high commissioner to Sri Lanka, N N Jha, 
and president Jayewardene, closer scrutiny 
will reveal that more often than not these 
were marginal players. Key protagonists 
like RAW chief Ciirish Saxena and his suc¬ 
cessor A N Wrma were not interviewed 
nor was J N Dixit. 

At an exclasive meeting in Colombo on 
April 28, 1988, Verma is quoted as telling 
president Jayewardene, “Dixit is present 
ly not held in favour by the Indian prime 
minister and does not play any significant 
role in the process of n^otiations" 
(p 345). The reasons cited by Verma 
behind Dixit’s waning influence with the 
prime minister were “firstly, the public 
disclosures of payments made to the 
LTTE on the eve of the accord, secondly, 
his arrogance and overbearing attitude 
and thirdly by his conduct and actions 
which has made him extremely unpopular 
with Sinhalese and Dimtls’’ (p 346). 

Fact or fiction? There is no footnote to 
indicate the source of this information. 
Was it the minutes of that top secret 
meeting? Inevitably, in the shadowy world 
of coven operations, the sources will re¬ 
main confidential. What makes for scep¬ 
ticism is when Gunaratna’s sources lead 
him to believe that there could be secret 
- training camps for Ikmil militants in such 
densely populated areas in the capital as 
Greater Kailash Part II, R K Furam and 
Sadtagen (sir) Development Area and 
Green Park. 

RAW’S takeover of the ad hoc training 
camps for Ikmil miliums earlier spon¬ 
sored Iv co-ethnic elites in the sutc. of 
Tamil Nadu be^n in October 1983. Ac¬ 


cording to senior RAW sources It was 
known to only six people in the prime 
minister’s office and about 10 oth^ in¬ 
cluding in the RAW, and disinfomigtion 
specialists ihiew out that the trainilig was 
being done clandestinely by the militants 
themselves with the support of the «o- 
cihnic political elites of llunii Nadu- 

Gunaratna claims that under Indira 
Gandhi a supra covert organisation com¬ 
prising operatives from RAW and IB was 
created called the ‘Third i^em^ for 
subversive operations in Punjab ami the 
training and arming of Ikmil militants. 
The burden of proof rests solely on Rajeev 
Bajaj’s article in Surya magazine 

The objective of the Sri Lankan opera¬ 
tion was to destabilise India’s southern 
neighbour and not to divide the island 
into two. Gunaratna quotes M K Rasgotra 
who was foreign secretary from 1983-84, 
as saying, “it was to give a message to 
Ja^ardene*' (p S3) as there had bem an 
influx of Sri lankan Ikmil refugees in the 
wake of the July 1983 ethnic riots ami the 
‘spill over effect' in Tkmil had to be 
contained. Rasgotra did not believe that 
Indira Gandhi authorised RAW to subvert 
Sri Unka by training and arming the 
militants. “Sheerest nonsense 1 have ever 
heard! I cannot imagine she would ever 
do it;’ he said (p 54) 

The first concrete piece of evidence that 
India was subvening Sri Lanka came from 
a small group of Ikmil youths arrested by 
the security forces. In his reconstruction 
of the trail, he details how a specially 
hand-picked group of young refugees 
from Trinconialee whose homn had been 
gutted in the 1983 riots were taken from 
Tamil Nadu to New Delhi. There they were 
trained in the use of 9mm pistols, AK-47 
rifles, Indian SMGs, in the manufacture 
of parcel bombs, laying of booby tra|^ 
use of radio communication and surveil¬ 
lance techniques. They were then taken to 
Bombay harbour and taught how to iden¬ 
tify various vessels before being sent l»ck 
to Jaffna. 

Subsequently, the office of the national 
security advisor hired a European video 
journalist who under the cover of being 
an Australian journalist made video recor¬ 
dings of the training camps for the Sri 
Lankan government. Initial training was 
made avadabk in Chaktata near Dehradun, 
R K Puram and near the Delhi inter¬ 
national airport. According to the 
direclor-geneiid of intelligence and securi¬ 
ty in Sri Lanka, by 1987 an estimated 
2,000 LTTE. 8,000 PLOTB. 1,500 EPRU?. 
1,250 EROS and I.S00 TELO cadres had 
been trained in north and south India. A 
few months before the 1987 accord, 200 
crack militants nominated from all the 
groups were given training in the uw of 
surface-to-air missiles. 

Jayewardene’s son, Ravi Jayewaniene^ 
claims that when he met Rajiv (Sandhi in 
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1985, Gsndhi was ignorant of the covert 
role of RAW. Gandhi told him it was hard 
to believe that even half that number of 
youth had taken up arms. A few months 
earlier Jayewardene in a classified letter 
to Rajiv Gandhi conciliaiingly proposed, 
"let’s forget the issue of training camps... 
I ask you to help me prevent them from 
coming here with arms and also prevent 
Sri Lankans from seeking refugee in your 
countiy. If we can agree on a common 
scheme... it wjll enable me to withdraw 
armed forces”. 

But while a series of special envoys 
from India were trying to work out a 
political solution to the ethnic crisis arms 
and explosives provided by RAW con¬ 
tinued to be smuggled from the Tamil 
Nadu coast to landing-points in Jaffna. 
The objective was to push Colombo to 
pursue a political rather than a military 
option. An escalation into a full-fledged 
civil war would in its ‘spill-over effect* on 
Ihmil Nadu raise the spectre of a Dravida 
Desam or a greater ^lam. 

That the ‘message' conveyed to Colombo 
could take the most brutal form was chill¬ 
ingly brought home on May 3,1986 when 
a Tristar plane of Air Lanka was blown 
up minutes before departure from Colombo 
killing 16 people and injuring 41. “There 
is suspicion in the Sri Lankan intelligence 
community and even in India's defence 
establishment that RAW was behind the 
airline bomb” writes Gunaratna (p 130). 
To this date the culprits have not been 
identified. 

RAW opposed the 1987 accord. It had 
been brokered by the PMO and the MEA. 
The intelligeiKe agencies were marginal to 
the diplomatic process. But it was the 
RAW, the IB and the ‘Q’ branch which 
knew the militants. RAW cautioned that 
nothing short of Eelam would be accep¬ 
table to the LTTE, which had emerged as 
the dominant militant group. 

As for the provision about the merger 
of the north and eastern provinces to 
be decided by a referendum. Gunaratna 
quotes Jayewardene as saying that 
^jiv Gandhi gave false assurances to 
Prabhakaran that the referendum would 
never be held on the basis of a misleading 
brief from Dixit that the Sri Lankan presi¬ 
dent had given such an assurance to the 
Indian high commissioner (p 191). 

When the LTTE reneged on the Indo- 
Sri Lankan accord and the Indian Peace 
Keeping Force (iPKF) was ranged against 
the LTTE, RAW agents continued to talk 
with the LTTE. Their assessment was that 
the military option would bog down India 
for decades in Sri Lanka. Thetefoie, on 
March S as part of the ongoing RAW- 
LTTE talks LTTE leader U Col Johnny 
had been flown in an Indian air force 
plane from Madras to Vivuniya. On his 
return while carrying a letter from 
Prabhakaran to Rqjiv Gandhi, he was kill¬ 
ed by an IPKF patrol. The IPKF was not 
aware of the RAW plan. Gunaratna adds, 
“even if they knew, it would nut have mat¬ 


tered as they had no mutual respect for 
each other at least on the ^ound" (p 265). 

And to corroborate his assertion he 
quotes from GOC IPKF Jaffna, Lt Gen 
Sardeshpande’s book. Assignment Jqffna: 
“Most of its (raw's) operatives were 
amateurish, methods ludicrous and pro¬ 
cessing of intelligence selectively conve¬ 
nient. Its findings and assessment did not 
help us much in our 30-months venture 
anri evoked even less confidence in its 
output and quality..." (p 266). 

How wrong RAW was in its assessment 
of the LTTE was a lesson that the IPKF 
was to learn at great cost to life and 
morale of the Indian forces. Contrary to 
the assumption that Prabhakaran’s men 
were urban guerrillru and would not be 
able to fight a rural guerrilla war, even 
India's trained troops in counter-insur¬ 
gency were intimidated by the LTTE. 

The IPKF commanders were not the 
only ones kept in the dark. Even Dixit did 
not know about the RAW-LTTE talks as 
he was considered persona non grata with 
the LTTE. Both Jayewardene and Dixit 
complained to New Delhi to put a stop 
to RAW talking to the LTTE, as it was felt 
that the LTTE had to be lamed militarily 
and not politically as the RAW was at¬ 
tempting. Gunaratna claims that to scut¬ 
tle the talks between the LTTE and RAW, 
Dixit exposed the payments made to the 
LTTE ty RAW to a journalist. 

That the RAW, MEA, the IPKF and the 
Tamil Nadu government were often pull¬ 
ing in different directions is officially 
acknowledged by high commissioner N N 
Jha who when explaining the failure to 
mediate between the lamil groups and the 
Sri Lankan government said. “I feel too 
many people got involved in this, each 
lime a different person coming... Ibo 
many cooks spoil the broth” (p 400). 

For Gunaratna it was the covert role of 
RAW which shaped India's Sri Lanka 
operation. From 1983 to the departure 
of the IPKF in 1990, RAW'S Sri Unkan 
specialist Chandiashekhian alias Chandtan 
succeeded in establishing India’s position 
as a regional power. Jayewardene’s flirta¬ 
tion with the US. Israel and Pakistan were 
effectively ni|q;>ed in the bud. It had made 
Indira Gandhi all the more hostile to the 
Sri Lankan government and when the 
crunch came, the US adopted a hands-off 
policy. 

RAW deliberately put out exaggerated 
reports of western penetration of Colombo 
to legitimise playing the militanu card. As 
the former Sri Lankan National Security 
Minister Lalith Aihulathmudali told 
Gunaratna. “RAW wanted a stick to beat 
Sri Lanka. India wanted to control her 
surroundings... They had an obsession 
that TKncomalee was being given as a base 
to the US—absolute rubbish” (p 342). The 
exchaiige of letters appended to the 1967 
accord officially reunited that in its 
backyard New Delhi would not tolerate 
any government threatening India's securi¬ 
ty by leasing out the TKncomalee harbour 


or establishiiv • Voice of America station 
without Indian concurrence. 

Gunaratna frames the covert operations 
of RAW in four phases. The first, the pre- 
Oct(4>er 1984 phase, is aimed at destaUlis- 
ing the Jayewardene regime. In the second 
phase, from October 1984-1986, RAW 
plays off one militant group against 
another in an effort to control them. 
LTTE emerges the strongest. The third 
phase, 1%6-1990, is marked by RAW’s un¬ 
successful efforts to control the LTTE. 
And the fourth phase is the assassination 
of Rajiv Gandhi by the LTTE. With the 
re-establishment of intelligence sharing 
between the Sri Lankan and Indian in¬ 
telligence agencies against the Ikmil 
militants, we come a full circle. 

Gunaratna’s publication coup is his 
disclosure of the top secret intermediary 
role played by RAW bctwwn the heads of 
government of the two countries on three 
different occasions. And he has been able 
to back this by reproducing the confiden¬ 
tial letters exchanged. RAW’s direct 
link with Colombo became strong in 
November 1986 when LTTE supremo 
Prabhakaran was resisting a political set¬ 
tlement. He wanted war. The second was 
just before the 1987 forced air-drop. And 
the third in 1988 during the IPKF opera¬ 
tion when RAW tried to negotiate a deal 
between the LTTE and the Sri Lankan 
government. 

Arguably, diplomacy is best done dis¬ 
creetly. with delicate negotiations in¬ 
sulated from the pulls and pressures of a 
democracy. And a source close to the 
RAW bosses alluded to the coup that 
RAW helped to pull off when through the 
intermeduay role of RAW and its Pakistan 
counterpart (ISI?). General Zia-ul Haq 
and Riyiv Ga^hi successfully worked out 
a solution to nearly all the problems fac¬ 
ing India and Pakistan. In his last inter¬ 
view before his assassination, Rajiv 
Gandhi had told Barbara Crosette of the 
blew York Times that had General Zia 
lived India and Pakistan would have 
worked out a resolution of lall problems”. 
Both the foreign offices of India and 
Pakistan denied it. They had been kept in 
the dark. 

What had been the secret clauses, the 
quid pro quo? In a democracy people have 
the right to know. And the RAW chief 
reports only to the prime minister. India's 
Sri Lanka adventure is enough of a cau¬ 
tionary tale about what can go wrong 
when intelligence agencies are allowed to 
hi^k the diplomatic process. The master 
mind behind the assassination of Rgjiv 
Gandhi, Sivasaran, had been trained in 
the use of arms and ammunition, ex¬ 
plosives. intdligenoe and communications 
in Tkmil Ni^u by RAW in 1984. The 
LTTE learnt rtie use of RDX used in the 
bombing of Rsgiv Gandhi from RAW 
experts. 

During the V P Singh govemmem 
parliament did establish a committee to 
bring the functioning of the intelligence 
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agencies under its purview. Under scrutiny 
was whether RAW and IB had been mis¬ 
used to spy upon political opponents. 
Contrary to what Gunaratna implies, the 
clean sweep of all the prime minister’s 
men did not include the RAW chief. Verma 
was kept on by V P Singh. 

Covert operations are by definition 
undercover, issues of legality and illegali¬ 
ty are blurred. As the former RAW chief 
Kao told prime minister Morarji Desai, 
“there are no legal means of collecting in¬ 
telligence abroad”. (See Ashok Raina, In¬ 
side RAW. p 69.) There are no friends or 
allies, only alliances of convenience. Ac¬ 
cording to the former Mossad ^ent, 
Viktor Ostrovsky, Israeli counter-insur¬ 
gency agency Shin Beth was training at 
one and the same time Ihmil militants, Sri 
Lankan government elite troops comman¬ 
dos and Indian commandos, but in dif¬ 
ferent camps. 

Gunaratna quotes from K Mohandas’s 
MGR: The Man and the Myth in which 
the former Deputy Inspector-General of 
Police (intelligence) Madras, claims policy¬ 
makers in Delhi advised him to prcHcct the 
Tamil militants. “If we continued along 
the known lines of investigation in the 
(Meenambakkam] airport blast case, the 
Sri Lankan government would officially 
take advantage of it and proclaim to the 
world the existence of militant training 
camps in India”, Mohandas was told 
(P 109). 

The name of the game is skullduggery 
and disinformation is a part of the bag 
of tricks. Prabhakaran is given out to be 
ill, dying and dead to cast a spanner in 
the LTTE-Premadasa talks. More sinister 
was the conscious suppression of in¬ 
telligence about acts of sabotage and ter¬ 
ror. It is not only Mossad which chose to 
underplay intelligence about the plan of 
a Shite group to attack the US Marine 
base in Lebanon in which 243 Marines 
were killed. 

In the raising of its proxy force, the 
Tamil National Army, RAW did not let 
niceties such as the mass kidnapping of 
Tamil jnuths come in the way of at^ieving 
its objective. In retaliation for Jaye- 
wardene’s successor, Premadasa’s-unila¬ 
teral declaration that the IPKF should be 
withdrawn by July 1989, RAW had work¬ 
ed out a blueprint for pushing the pro- 
Indian north-eastern council to unilateral¬ 
ly declare Edam. 

TNA was used by KAW to disrupt the 
fragile truce between the Premadasa 
government and the LTTE. In an effort 
to create tension in areas where the IPKF 
had recently been withdrawn, Gunaratna 
claims on November 17, 1989, 700 TNA 
cadres attacked six police statiqpis in the 
eastern province. “The marvhandpicked 
to initiate the operation was David, a 
senior RAW ofneer” (p 366). A couple of 
days later 600 cadres attacked a rest house, 
housing an army campand the Kalumnai 
police station in Batticaloa district. Their 
victims were not only the policemen but 


also the recruits to the Citizens Volunteer 
Force which had been trained by the 
IPKF. Neither the chief minister of the 
north-east, Perumal, nor the Indian army 
brass knew of the operation. 

Gunaratna’s book is the view from 
Colombo. But with Indian policy-makers 
and the brass now coming forward with 


FACTS, logic and comparative advantage 
may dictate North-South free trade and 
factor mobility: but the world’s political 
economies are not ready for that. In the 
meantime it is expedient for the South to 
exploit whatever intra-South trade expan¬ 
sion is feasible In such a context, explora¬ 
tions into South-South trade preferences 
are welcome The volume under review is 
one such explorative venture 

In April 1988, an agreement on Global 
System of Trade Preferences (GSTP) was 
signed at Belgrade by 46 members of the 
Group of 77. RatiHcation by IS signa¬ 
tories will bring the agreement into force. 
The idea of GSTP among developing 
countries was proposed in 1976 at 
UNCTAD-IV (Nairobi). Within UNCTAD, 
however, while the Group of 77 pushed the 
idea, OECD and eastern European coun¬ 
tries opposed it. Linnemann in his in¬ 
troduction notes: “After 1983, most of the 
preparatory work for the GSTP would 
seem to have taken place outside the 
IINCTTAD framework as such, with India 
taking the lead” (pp 14-IS). 

The volume reports the Tindings of a 
research (aoject undenaken at the Econo¬ 
mic and Social Institute of the Free 
University, Amsterdam, under the auspices 
of the Indo-Dutch Programme on Alter¬ 
natives in Development which in turn was 
sponsored jointly by the Indian Council 
of Social Science Research and the Dutch 
Institute of Social Science Research in 
Developing Countries. Hans Linnemann. 
Pitou van Dijck, Bis Hoogteijling, 
Herman Verbruggen and Cees van Beers 
wrote the various chapters. 

Since most low income countries have 
relatively high levels of import tariffs, the 
key question is the extent to which a 
preferential lowering of tariff and non- 
tariff barriers leads to growth in South- 
South trade in manufactures. This is 
the principal concern of the book under 
review. 

PatFERENTIAl TRADING; RATIONALE 
AND FtASIBILITV 

Chapter 2 deals with the rationale and 
feasibility-of preferential trading among 
developing countries. ABer describing the 
benefils of trade liberalisation a la 
Krueger, Bhagwati, Srinivasan etc, the 
following warning is given: 


their account of India’s Sri Lanka story, 
former sleuths may also come forward 
with their version. If the lesson of what 
happens when a country’s diplomacy is hi¬ 
jacked by the intelligence jtgcncies is to be 
properly absorbed, it is necessary to take 
a dispassionate look at why things went 
so wrong. 


in a rationed economy or in a situation 
in which price controls are widriy used 
and the exchange rate is overvalued, libera¬ 
lisation of the trade regime may have 
negative consequences for production and 
welfare, as has been the experience with 
several liberalisation attempts (p 23). 
The above warning should not be inter¬ 
preted as a negation of the benefits of 
trade liberalisation; instead, it is an affir¬ 
mation that along with trade liberalisation 
(or well before a high degree of trade 
liberalisation) one needs to ensure that 
price controls are removed and the ex¬ 
change rate is market determined. In¬ 
evitably also, attention has to be paid to 
the impact of liberalisation on employ¬ 
ment, poverty and welfare in general. 

Does trade liberalisation (reducing 
tariff and non-tariff barriers) definitely 
lead to gains from trade via r^uction in 
domestic costs and prices? Where, for in¬ 
stance. duties are kept very high, the dif¬ 
ference between current domestic price 
and world market price adjusted to duty 
may be so great that a relatively low reduc¬ 
tion in duty may not have any impact on 
the domestic price. In addition, tariff 
reduction may have reduced impact when 
there are non-tariff barriers alongside 
tariffs. 

What are the obstacles on the way to 
creat ing a preferential trading system 
(F^)? The chief obstacle arises when the 
PTS members as a group suffer a reduc¬ 
tion in welfare. For realising welfare gains 
through PTS. the required conditions arc: 
import d ema nd should be price elastic 
(thus, as PTS partners reduce uriffs and 
costs, trade expansion takes place), price 
differences among countries should be 
large and. of course, price differences 
between PTS members and the rest of the 
world should be small (otherwise, imports 
from the rest of the world will surge). 

Relatively small markets in partner 
countries and inefficiency of r'-oinestic 
industries compared to those in partner 
countries hinder domestic industrial ex¬ 
pansion in a PTS. An impiicatior is that 
large countries art attractive as members 
of a PTS and thus enjoy a taigaining 
position in its formation. But thm is a 
danger that even inefficieitt industries in 
the laqte countries may outoompete indus¬ 
tries in small countries simply because of 
the existence of some economies of scale 


South-South Trade Preferences and Prospects 

V V Bhanoji Rao 

South-South Tradt* Preferences: TTie GSTP and Trade in Manufactures 
edited by Hans Linnemann; Sage Publications, New Delhi, 1992; pp 236, Rs 240, 
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11 inc lormer ^pnor to kis. Thus evoi 
though in the mt-PTS regime the small 
Kwniry costs be lower at the p(»t-PTS 
iggregate demand level, at the time of 
PTS negotiations, however, costs may ap¬ 
pear relatively lower in the large country 
ind hence confer a bargaining power on 
that country’s inefficient industries. 

GSTP MfcCHANISMS 

The third chapter deals with the 
historical evolution of GSTP and GSTP 
mechanisms, h all began with the disen¬ 
chantment of developing countries with 
the results of the KeniMKiy Round (1964-67) 
of GATT. The various initiatives since 
then resulted in the presentation of a pro¬ 
posal to establish a preferential trading 
lystem among developing countries at 
UN<rrAD-IV in Nairobi in 1976. At 
UNCTAD-V in Manila (1979). the Group 
>f 77 called for the establishment of an 
UNCTAD Trade information System as 
I sup port mechanism for negotiating the 
PTS. The system came into operation in 
September 1981. In October 1982 a GSTP 
Committee was established to prepare and 
conduct the negotiations. Finally, in April 
1988, 46 members of the Group of 77 
(igned the agreement mtablishing a frame¬ 
work of rules for a PTS. Bilateral trade 
preferences negotiated between those 
»untries during 1986-88 were multi¬ 
lateralised. 

**The G^TP intends to reduce tariff and 
ion-tariff barriers and aims at an even 
listribution of the overall benefits of such 
eductions among participating coun¬ 
ties” (p 60). While all tariff and para- 
ariiT concessions are to be given on a 
nost favoured nation (MFN) basis to all 
xtuntrics partidpating in the negotiations, 
east developed countries will enjoy the 
ireferences without the need to recipro- 
rate. Also, existing/future preferences 
unong regional groupings need not be cx- 
ended on the MFN basics. 

In GATT negotiations, the earlier 
jroduct-by-product approach has been 
bund to be complicated and time-con- 
uming. From the sixth GATT round, the 
bcus was on the formulation of across- 
he* board tariff cuts, with exemptions. 
This continues to be the preferred 
ipproach. 

As for non-tariff barrios (these are 
elativciy more signiBcant than tariff bar¬ 
ters in the developing countries) a stand- 
,till on them is requii^ during the period 
>f negotiating tarifT reductions. Exception 
o this is envisaged in respect of the least 
leveloped countries. 


In respect of rules of origin, one option 
is the percentage criterion. This involves 
the specification that a certain minimum 
percentage of value added should have oc¬ 
curred in the country exporting a product 
under PTS. The other option is to specify 
a required degree of transformation of in¬ 
put into output such that, for instance, the 
two fall under distinct (TCCN (Customs 
Co-operation Council Nomenclature). 
This criterion is also referred to as a ‘BTN 
Jump*. 1'he first option is simple to 
operate. Thus the ASEAN PTS, for in¬ 
stance, has a stipulation of at least 50 per 
cent value addition. In the GSTP, both 
options are to be used in different product 
categories. 

The circumstances when safeguard 
measures are needed are when a country 
has balance of payments difficulties or 
when domestic producei are threatened 
by a sudden increase in imports under 
pro. In GSTP. it is envisaged that the 
safeguard measures should be applied in 
a non-di.scriminatory fashion among the 
participants. 

CURRLNI Rl ALU Its AND FUTURE OE 
GSTP 

As noted earlier, governments ac¬ 
customed to customs revenue and in¬ 
dustrialists deriving protection from trade 
barriers may not be expected to whole¬ 
heartedly move towards a high degree of 
trade liberalisation. This message is 
brought out in Chapter 4 with the help of 
quantitative analyses. 

Trends in trade in manufactures are 
studied in Chapter S. South-South exports 
as a proportion of total exports did show 
an increase in the post-i970 period except 
that in the mid-1980s the proportion 
declined marginally. There is scope for ex¬ 
pansion of South-South trade in manu¬ 
factures. especially in capital goods. 

The structure ol protection and South- 
South trade in manufactures is the sub¬ 
ject of investigation in Chapter 6. “The 
observed wide inter-country difference in 
average tariff levels poses a number of 
serious problems, assuming that in the 
first instdnee a linear across-the-board 
approach to tariff cutting is adopted" 
(pp 169-70). Since GSTP uses a linear 
percentage reduction, the problem of 
unequal concessions will dominate any 
negotiations in future. (Note that a 20 per 
cent cut leaves an 80 per cent tariff at 64 
per cent and a 40 per cent tariff at 32 per 
cent; this is the inequity.) The protection 
regimes are also characterised by high 


Table: World Exports and South’s Share 



1985 

1988 

1991 

Morld exports ($ billion) 

1813 

2690 

3454 

outh’s exports (S billion) 

544 

706 

957 

outh’s share (per cent) 

30.0 

26.2 

27.7 

OMh'Soulh exports (S billion) 
outh-Souih share in South’s exports 

IM 

229 

328 

(per cent) 

30.0 

32.4 

34.2 


OurcF. IMF, DOT Slat yearbook, 1992 


rates of protection for labour-lntensivt 
consumer goods and relatively tow rates 
for capital goods. 

Chapters 7 and 8 are the most useful 
and worthwhile chapters in the entire 
volume. Chapter 7 indicates the potential 
for trade expansion based on prevailing 
(1980) commodity composition of trade 
in manufactures. The conclusion that 
emerges is that a few strong countries will 
gain the most from GSTP in the short 
run. The analysis, however, has little 
significance for the long term as the next 
and final chapter shows. 

The final chapter looks at the possible 
effects of GSTP tariff reduction. The 
following conclusions are significant: 

(1) A 20 per cent linear tariff cut leads to 
a 5.5 per cent growth in South-South 
manufacturing trade, while a 50 per cent 
cut leads to a 15 per cent trade expansion. 

(2) The long-term effects in both instances 
are much larger (14 per cent and 42 per 
cent trade expansion, respectively). 
Despite the limitations of those empirical 
findings the general thrust of the conclu¬ 
sions remains valid. 

With the general distrust of the inward¬ 
looking policies, there is not much choice 
for development strategies except to em¬ 
bark on outward orientation. Without 
simply waiting for the Uruguay round to 
be concluded at some future date, some 
countries have taken initiatives towards 
PTS, resultii^ in NAFTA and AFTA. 
They reinforce the general direction of 
trade policy being articulated by the 
multilateral agencies and adopted by an 
increasing nunkier of countries, espe^ly 
those that cannot exercise effective 
regulations. 

President Clinton is presently seeking 
extension of fast track authority to 
December 15,1993 in respect of the stall¬ 
ed GATT negotiations. Under fast-track 
negotiating authority. Congress can con¬ 
sider the package in its entirety without 
offerinjg amendments. (Under earlier 
authority due to expire on June IS, the 
GATT package should have been ready by 
March at the latest.) MeanwMIe the 
Japanese cabinet approved a report 
recommending continued self-sufficiency 
in rice, opposing the Dunkel draft pro¬ 
posals on farm products to replace all 
farm import barriers with tariffs. While 
the trade frictions between the U^ Japim 
and Europe continue, it will be good if 
GSTP makes progress. 

As the data in the accompanyiiiyi table 
show, between 1985 and Wl world ex¬ 
ports almost doubled from S 18 trillion 
to S 3.5 trillion. Exports from the South, 
however, did not expand at the same rate 
Thus, Swth did not maintain iu exports 
share, let alone obtain an increase. 
However, South-South exports rose in 
terms of their share in South’s URal 
exports. Extrapolating on thcK trends,' 
one should recommend not only mme 
South-South trade; but also a higher share 
for the South in world trade BMh can be 
achieved within the context of global 
rather than just regional trade liberali¬ 
sation. 


24 


Economic and Political Weekly May 8 , Wi 



SPECIAL ARTICLES 


Structural Maladjustment 

Bangladesh's Experience with Market Reforms 

Rehman Sttbhan 

Bangladesh's reform programme remains in deep crisis because it has, over a decade, failed to accelerate growth, 
diversify the economy, stimulate investment and domestic savings and create the basis for a sustained growth 
process which can lead to greater self-reliance and substantial reductions in mass poverty. It may be convenient 
for the IMF and the World Bank to blame successive governments in Dhaka for their failure to implement reforms 
and for current Bangladeshi regimes to attribute the poor results to the malfeasance of their predecessors. But 
a decade of economic stagnation needs more substantive and less self-serving diagnosis if Bangladesh is to join 
the ranks of a resurgent South Asian region, let alone its more dynamic neighbours to the east. 


1 

Introduction 

BANGLADESH has been exposed to a 
decade of structural adjustment reforms. 
In fact Bangladesh had initiated a numbet 
of economic reforms some of which date 
back to the mid-t970s which could fall 
within the construct of structural adjust¬ 
ment reforms. These included measures to 
expand the role of private enterprise, 
reducing subsidies on agricultural inputs, 
some measure of exchange rate adjust¬ 
ment and massive monetary reforms to 
reduce inflationary pressure on the 
economy [Islam 1977]. 

It is thus somewhat misleading to 
periodise a reform process since policy- 
makm in Bangladesh and indeed in many 
other developing countries have been 
reforming various facets of the economy 
in the direction of promoting private in¬ 
itiative, competition and market forces 
over two decades. The point of departure 
in Bangladesh has however been that the 
reforms of th| period 1972-82 were large¬ 
ly undertaken in response to specific pro¬ 
blems faced by the economy at the time 
and short-term exogenous shocks. The 
reform process since 1982 hu been much 
mote holistic in its coverage, attempting 
to change the entire direction of the 
economy towards a private enterprise 
dominated market economy. This is not 
to say that prior to 1982 the Bangladesh 
coononty vms a largely command economy 
since the contribution of public enter¬ 
prises to GDP did not exceed IS per cent 
which was weli below levels in Ihiwan, 
Mabqrsia and even the Republic of Korea 
[Sobhan and Ahmad 1980). This was not 
surprising in a small farmer dominated 
agrarian economy with a large service sec¬ 
tor. Thus even the changes initiated since 
1982 are part of a ctmtinuum in the pro¬ 
cess of refortiyng what was and remains 
a mixed economy. 


In this short paper it is intended to 
briefly review the area and phasing of the 
reforms and to review the reform pro¬ 
cesses in the context of that period. We 
will then discuss the outcome of the 
reform process in the area of growth, 
structural change, privatisation and 
economic openness. 

11 

Course of Reform 

The term structural adjustment (SA) 
has originated from the Bretton Woods 
Institutions (BWl), the World Bank and 
the international Monetary Fund (IMF). 
The adjustment process as used by the 
BWl is better undmtood as an instrument 
for realising certain goals rather than as 
an end-product of development. The SA 
process thus emphasises such institutional 
changes as the substitution of the public 
sector by greater economic activity by the 
private sector, the use of market forces to 
guide production and allocative decision 
and the attempt to expose an economy to 
greater openness in the way of import 
liberalisation and export promotion. 
These instruments are deploj^ through 
the medium of policy reforms and institu¬ 
tional changes. However it must be kept 
in mind that the reforms are not ends in 
themselves. They are intended to promote 
more sustainable economic growth, in¬ 
vestments, exports, better Hving condi¬ 
tions for all segments of the population 
and great«' democratisation of ccontmiic 
opportunities. 

PostLiberation Reform Process 

In the post-liberation period after 
December IS, 1971, Ban^adesh inherited 
a rather over-related economy based on 
import controls, foreign exchange ration¬ 
ing, an overvalued exchange rate, subsidis¬ 
ed priciiv for food under public distribu¬ 
tion as well as for publicly provided 


agricultural inputs and institutional credit. 
About 34 per cent of the value of fixed 
assets in the modern manufacturing sector 
was contributed from public enterprises 
[Sobhan and Ahmad 1980]. 

In the aftermath of liberation (he share 
of public enterprises in manufactures in¬ 
creased by another 43 per cent because of 
enterprises abandoned by the Pakistani 
owners, who had prior to independence 
dominated the trading, financial and 
modern manufacturing sector of pre- 
liberation Bangladesh. As a result the state 
expanded its role in manufactun; banking, 
insurance and trade Some nationalisation 
of local capital took place but since 
the indigenous bourgeoisie was under¬ 
developed and had only evolved over the 
previous 10 years under heavy state 
patronage, the decisive influence in expan¬ 
ding the public sector was the circumstan¬ 
tial pressures arising out of independeiuse 
rather than a categorical commitment of 
the ruling party to build a command 
economy. 

The post-liberation regime in fact, ab 
initio, committed itself to divest some two- 
thirds of the smaller abandoned enter¬ 
prises over which it had assumed control 
in December 1971. It had also begun a 
process of bringing the price of public 
goods closer to the market price, had car¬ 
ried out two devaluations of the taka in 
December 1971 and again in March 1975 
and had introduced, at the end of 1974, 
the most severe measures of monetary 
contraction undertaken before or since; 
which contributed to a drastic reduction 
•n the rate of inflation by the autumn of 
1973 [Islam 1977]. However at the time the 
regime changed in August 1975, the direc¬ 
tion of the economy was not significantly 
different from what it was in the I960i. 

Reforms in 1975-82 PERtoo 

During 1973-82 more emphasis was put 
on promoting private sector development. 
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luccessive regimes continued to 
I tiitinvest those abandoned units so listed 
'i by the post-liberation rcginM; they did very 
little to divest themselves of the 77 per 
cent of the modern manufacturing sector 
retained under public ownership and 
managed by a number of large public cor¬ 
porations. Some jute spinning units, 
specialised textile mills, some tanneries 
and leiDliing mills were divested. However, 
the emphasis of the government at that 
time was to expand the scope for private 
economic activity at alt levels of industry, 
in trade; banking, insurance and distribu¬ 
tion of agricultural inputs where it was ex¬ 
pected that public and private enterprise 
would operate in competitive coexistence. 
However the instrument of choice of that 
regime was massive lending to prospective 
private enterprises through the public 
MCtor development finance institutions 
lOFI). This same model had already been 
tested in the 1960s under Pakistani rule, 
where Tirst a Rikistani and then an embryo 
Bengali entrepreneurial class had grown 
up under the patronage of the Pakistan 
state. Since 1977, close to billion dollars 
were obligated to private entrepreneurs in 
Bangladesh to promote investment in in¬ 
dustry, transport, trade and construction. 

Short-term shocks to the economy, 
hugely due to the rise in energy prices, but 
also due to a strong deterioration in 
Bangladesh’s terms of trade, had led to the 
monetary staMlisation and exchange rate 
adjustment programme of 1974-75. A 
similar deterioration in the macro-econo¬ 
mic balances again drove Bangladesh to 
the IMF in 1980 for shon-term financing 
under the Extended Fund Facility (EFF) 

: (Matin 1986]. Whilst the adjustment pro¬ 
grammes undertaken in 1974-75 were 
^ largely directed by the government of 
. Bangladesh's (GOB) own compulsion, the 
IMF under the terms of the 1980 EFF, 

. ctnnmitted to lend S800 million to 
Bangladesh. It demanded significant 
reforms in the budget, monetary and ex¬ 
change rate policies of the GOB in 1980 
[Matin 1986). However, disbursements 
under the 19W EFF were suspended in 
March 1981 after the disbursement of only 
S20 million, due to the failure to keep 
;.within agreed borrowing targets. Interest- 
I ingly enough the preaent finance minister 
was also finance minister in 1980-81. He 
has since argued in a paper presented to 
an academic seminar in January 1990 that 
the suspension of the EFF in July 1981 
was unjustified due to a mechanistic ap¬ 
plication of conditionality provisions 
(Sobhan 199lb]. The IMF did not take ac- 
count of the compulsions of the GOB to 
' domestically procure foodgrains under the 
. Public Fbod Distribution System (PFDS) 

; to support prices in the wake of a bumper 
\food crop in the winter of 1980-81 
pSobhan I991b]. 

Iw 


Reforms since 1%2 

Notwithstanding the suspension of the 
EFF disbursements, the deteriorating 
macro-economic balances in the economy 
kept the GOB under pressure from the 
BWl to carry out a stabilisation pro¬ 
gramme The new martial law regime 
which seized power in March 1982 was 
more responsive to BWl pressures and in¬ 
itiated a series of measures to improve its 
balances [Rahman 1991], 

However by the beginning of the 1980s 
the BWl had embarked on its course of 
structural adjustment reforms throughout 
the third world. Most such countries had 
for reasons similar to Bangladesh in 
1980-81 faced severe exogenous shocks 
both due to the adverse movement in their 
terms of trade and for some, due to the 
escalation in debt service obligations due 
to the global rise in interest rates and the 
recessionary economic conditions in the 
global economy triggered off by the tight 
money policies of the Volcker-Reagan ad¬ 
ministration in the US at the beginning 
of the 1980s. With the resultant collapse 
in commercial bank lending the BWl 
emerged as the primary source of finance 
and intermediation with the commercial 
banks for purposes of debt rescheduling 
which gave them unprecedented leverage 
in directing reforms within affected third 
world economies. The BWl however chose 
to treat the macro-economic insubility of 
1980-82 not as the result of a short-term 
exogenous shock but as the outcome of 
longer term structural maladjustment in 
most third world economies as a result of 
faulty policies. Ii thus used its critical 
position in the global financial system to 
pressurise all its prospective borrowers to 
embark on an agenda of macro-economic 
stabilisation backed up by an agenda of 
reform which broadly covered the areas 
of import liberalisation, exchange rate ad¬ 
justments. financial deregulation, fiscal 
reforms, desubsidisation of public goods, 
and development of private enterprii^. 
These reforms were intended by the BWl 
to make most third world countries more 
likely to realise a path of sustainable 
growth based on a more outward oriented 
development strategy (Sobhan 1992bl 

From 1982 onwards Bangladesh went 
though a similar pattern of reforms in¬ 
dicated above Duritig the period 1986-89 
Bangladesh again took recourse to the 
IMF under its Structural Adjustment 
Facility (SAF) and again between 1990-93 
took resort to the IMPs Enhanced Struc¬ 
tural Adjustment Facility (ESAF) 
[Rahman 1991]. Both programmes involv¬ 
ed ..grreinent over a Policy Framework 
Paper (PFP) negotiated between the GOB 
and IMF which sets out the agenda of 
macro-economic reforms during the 
period. The commitment of the GOB to 


the PFP proviaes me sew or approval or 
the other aid donors to pl^e aid to 
Bangladesh every year in April at the Aid 
Consortium meeting convened hy the 
World Bank in Ruris. The PFP negotiated 
by the GOB with the IMF in Whshington 
in August 1990 is currently the guideline 
for the prevailing economic reform agenda. 
It spans three regimes, that of president 
Ershad (ousted in December 1990), the in¬ 
terim government of president Shahabud- 
din Ahmed (December 1990-March 1991), 
and the incumbent government of prime 
minister Khaleda Zia, elected to offtce in 
March 1991. 

Rfci-uKM Package 

The PFPs are backed up by serieti of 
SA loans extended by the World Bank 
and Asian Development Bank as either 
programme or sector loans. These loans 
provide cash foreign exchange to the GOB 
to carry out a series of policy and institu¬ 
tional reforms in particular sectors or 
areas of the economy. Some of the areas 
covered by these loans include the In¬ 
dustrial, Eneigy> Financial and Agricul¬ 
tural Sector loans from the World Bank 
and the Fbod Crop Sector loan and In¬ 
dustrial Sector loan of the Asian Develop¬ 
ment Bank. 

The IMF related loans commit the 
GOB to a regime of macro-economic 
subilisation on iu budgetary and balance 
of payments account, moneury stability 
and competitive exchange rates. The sec¬ 
toral loans of the World Bank and ADB 
cover such areas as desubsidisatirn of 
agricultural inputs and public utility ser¬ 
vices, financial deregulation, import 
liberalisation, fisctd reforms, divestiture of 
public enterprises, improved revenue 
collection and management of public 
utilities. 

it should be kept in mind that some of 
these reform programmes predate the era 
of structural adjustmoit. Tlw World Bank 
and USAID have since 1977 been intro¬ 
ducing conditionalities into various lend¬ 
ing programmes to disengage the COB 
from distribution of fertiliser and control 
over irrigation equipment through the 
Bangladesh Agrirahund Development 
Corporation (BADC). Similar prenure 
has been applied to reduce the OOB*s in¬ 
volvement in the PFDS and particularly 
to end the subsidised food ratkwint 
system to the urban areas. Diwreie 
pressure to promote privatisation has been 
applied from the 1970s and substantial 
resources from the Vforld Bank, ADB and 
KFW Bank of Germany have been chan- 
netted through the DFIs to promote lend¬ 
ing to the private sector [Sobhan 1991b). 

In the remainder of this paper we will 
hrieHy discuss the extent to which these 
reform sgendas have been put in plaoe and 
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will then go on to discuss some of the out¬ 
comes of these reforms. 

II 

IVIarru-Eronuniir Kefwrnis 

The GOB ha.N put in place a programme 
of budgetary siabilisaiion through measures 
to enhance public revenue collections and 
reduce public expenditures. The fiscal 
deficit has fluctuated between T-V per cent 
of GDP (Table 1) it rose to 11.2 iter cent 
in I982-8.T and was then reduced through 
a progtamme of expenditure cuts. In the 
latest year, 1991-92, the deficit is down to 
5.2 per cent of GDP (World Bank 199.^]. 
This would suggest some success in bud¬ 
getary stability. In fact the concept of 
budgetary stability a.s a measure ol macro¬ 
economic pettoimance is somewhat 
meaningless tor an essentially aid depen¬ 
dent econr.ny. 

Bangladesh’s budget deficit, measured 
as the gap between public expenditures 
and revenue, is in fact inheient in as 
dependence on aid. Annual commitments 
of development aid to Bangladesh imply 
that the government must plan to spend 
more than it earns to accommodate the 
disbursements of external aid. The si/e of 
the budgci detica is thus determined less 
h\’ the budgetary management skills of the 
GOB and more by the actual commitment 
and disbuisement of development aid by 
its donois. While disbursements arc high 
due to improvemeias in disbursement pro¬ 
cedures and more effective aid utilisation 
by the <iOB, the deficit will increase, t'on- 
versc'y, a reduction in the deficit means 
a decline m the level of dcvclopmeni cx- 
I'enditure and detciioration in aid utilisa- 
lion 1 his trend is clearly manifest as an 
explanation ol Banglade.sit's low budget 
dcticit in l99i-92. 

(able 1 shows that the share of tne An¬ 
nual Development ("Apendiiure (ADt.) to 
GDP has declincd-fiom 10.6 per cent in 
1980'91 to a low of 5.8 pei cent in 1991-92 
(World Bank 1S193]. This unremitting 
decline over the last decade has reflected 


a growing weakness in the development 
effort. Cbrrcspondingly the aid utilisation 
ratios have also declined from a measure 
of 115.7 per cent in 1980-81,9.3.7 per cent 
in 1990-91 and 94.3 pet cent in 1991 92. 
Project aid utilisation ratios (20 per cent 
of the opening pipeline of aid in the cur- 
icni year) have declined from 139 8 ikt 
cent in 1980-81 to 100 pet cent in I9‘)0 92. 

The reduction in the budget deficit wa.s 
thus not realised by a significani cut in 
total public expenditure (TPE) but a con 
traction in development cxpendiluie. ihus 
the revenue expen Jit ure-GDP ratio has 
risen from 6 per cent in 1980-81 to a high 
of 9.6 per cent in 1988-89. In 1989-90 to 
1991-92 it averaged 8.9 per cent. Thus the 
TPP/GDP has remained in the icgioii of 
15/16 pet cent 

The slight improvement in the revenue 
collections in the last two years has helped 
to underwrite the rising volume ol current 
cxpendituie so that the budget deficit has 
not ri.sen as it was doing in the 1985-90 
period due to riving current expenditure. 
The current tall in the deficit howevei re¬ 
mains the end-product of declining 
development expenditure and reniuins a 
measure of the weakness of the develop¬ 
ment effort over the last decade. There are 
many reasons for this relating to weak 
governance and low administrative effi¬ 
ciency which need more extensive discus 
sion than is possible in this paper (Sobhan 
I993al, 

SlABlI ISAIION 1)1 E.xri-.RNAI At t'DUNI 

Bangladesh's macro balance on external 
account is also an arliTicial conslruct 
determined by the volume of aid disburse 
ment&. An improvement in the balance cl 
payments usually reflects a decline in tlie 
share of imports. The import/GDP ratio 
has in fact declined from 17 per cent in 
1984-85 to 15.1 per cent in 1991-92 
(Table I). Merchandise imports in 
nominal terms have stagnated and in 
1991-92 stand at $3.46 billion compared 
to $3.76 billion in 1989-90 (World Hank 
1993). In teal terms import values have 


been declining o or the last five years In 
contrast, exports h • ■' acrio i»eiiei and the 
export/CiDP tatio i.. ■ m s) marginally 
between 1979-80 ....d 'C though ri is 
still about iiH' 'aiii', ico'i > V.;'.' loday as 
it was in the in,4 i-.'. .‘.in'.s iiu, v. is king, 
loday g;r/iiH'n! n. -,.* h- .n doing 

e\v.eedihglv v.i h ioi the 

decline of 'uie. llm n >.•» ! .inn only 
15, 20 ixM cent oi f’lc e'.rnings 

tioni giiriiu'uiv aic le;., n- I .it home 
nieaiiv that ilu- iu‘t iriv't!':'..’ >!■ lai'iiiiigs has 
been less diainiitx.’. the nsc in 

earnings Itoin ovj-.s.;r (iii;:t:an.'cs has 
made a sigriitnaiii • oniiibniioii our ex¬ 
ternal e.nnmgs. ii.iilv; fioit. $.179 million 
in 1980-81 to SS48 imlliot' In 1991-92 
(World hank 19*11) 

Hovvcsfi, the fcdin ilon i-'i »'iii external 
deficit owes little i.) iht’.e iitces' stories 
and dense;, laigetv fiont 'rinx.jt .lagnation. 
Had in lac! Banglad.s!< ■!isi,imcd ilsim- 
poii/GDP latio at ivni she mid 1980’s 
level, the external gap wonld have been 
wider by at lea.st 2 per cent ol (IDP. It 
could have been bii'iier if ibe economy 
had been more dyn.uit;! ami ilk- import/ 
GDP ratio rose. Ii was ihus l!v. sluggish 
demand lot rmpons and Uw level of 
development avtiviiy which led lo weak 
aid utilisation which I'onipo sscd the c.x- 
tcriial lesoiiire g.ap. Iri the'se nifum.stancvs 
we have much less cause fm- optimism 
about Uanglade.sh’s p;»(h lo sell reliance 
il this in fact derive* from economic reces¬ 
sion and ineffective aid disbursement. 
Thus Bangladesh’s extcriiai reserves by 
June 1992 were at an all lime nigh of $1.7 
billion which is cciiiai to si.s months of im¬ 
ports compared to the traditional t»ne and 
half months sustuined by its reserves 
through the 1980s hungladesh's aid 
pipeline has now swollen from $2.86 
billion in 1980-81 lo $:-.84 bilnon in 
1991-92 (Woikl Bank iWlj .-'ss a peicen- 
tage ol annual imports ihl.s .efi.cis a rise 
from 121 per urn: to ibn per cent. 

Bangladesh’s lull icscivt coficrs and 
bulging aid pipeline are iiow exercising a 
negaiis'f effect on our real effective ex- 


Tabi.e I: Tiscai and Exiernm StrioK Indk ators 


// vr i-frft (>fOOP) 



1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1987-88 

1988 89 

lyH'-'-'JO 

I9'X) 9i 

1991-92 

Government Account 

Total revenue 

9.3 

8.8 

8.8 

82 

8.6 

9.2 

8.9 

9.0 

9 1 

91 

lO.O 

n.o 

Total expcndiiurc- 

18.4 

17.4 

19 9 

17.3 

15.3 

16.8 

17.3 

16.8 

*6.5 

16 5 

17.1 

16.2 

Tiscai defiril 

-9.1 

-8.7 

-11,2 

-9.2 

- 72 

7.6 

8 4 

- 7.8 

- 7 4 

: i 

- 7.1 

- 5,2 

External financiiig 

6.5 

7.9 

9.8 

8.0 

6.9 

6.8 

7.5 

7.5 

7.3 

6 i 

6.5 

5.9 

Development expendiiurc 

10.6 

9,6 

8.4 

8.5 

8.4 

7.3 

9 1 

6.9 

70 

6 4 

6,5 

5.8 

External Account 

Export 

$.0 

4.7 

5.6 

5.7 

6.5 

5 8 

6.6 

6.0 

6.5 

6.9 

7.6 

8.7 

Import 

17.7 

19.4 

18 5 

16.6 

18.3 

16 *i 

16 0 

16.6 

17.1 

17 f, 

is.4 

is.i 

Current account deftcti 

10 0 

12.0 

84 

- 6.7 

- V.l 

-7.7 

-59 

-6,2 

- 7.4 

3 

4,1 

-2.3 


Sources: 1980-81- 89-90; Rahman 1991. 

199091-91-92: World Bank 1993. 
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chai^ rate which has remained relatively 
stable over the ISffiOs because inflation has 
kept pace with the nominal depreciation 
of the taka. In fact at a market clearing 
level our exchange rate in the second half 
of the I980 e has remained relatively steady 
because buyers of foreign currency are 
having their needs satisfied from the aid 
budget and full reserve position. Pressure 
on the GOB by the BWI to depreciate the 
exchange rate is thus a command policy 
decision and not a market determined 
decision (World Bank 1993]. The problem 
faced by an aid dependent economy such 
as Bangladesh is that due to its built-in 
external dendl, derived from the criticali¬ 
ty of aid to its development effort, an 
equilibrium exchange rate cannot be scien- 
tihcally determined and must be derived 
from the acddcni of economic perfor¬ 
mance and efficiency of aid disbursement. 

The ritual games played between the 
IMF and the GOB over the appropriate 
exchange rate thus remain rather academic 
and have little influence on the export pro¬ 
moting propensities of the exchange rate 
[Rahman 1991]. it is worth remembering 
that econometric exercises have shown no 
strong correlation between the RER and 
export growth which in the model has pro¬ 
ved much mote sensitive to trends in world 
demand [Rahman 1991]. Thus in 1981-82. 
when the RER depreciated 9.6 pet cent 
due to a 23 per cent devaluation in the 
nominal value of the taka, total exports 
increased by 3 per cent and non-tradi- 
tional exports not at all. However, in the 
mid-I98()s when RER kept on appreciat¬ 
ing total and particularly non-traditional 
otports such as garments expanded rapidly 
[Rahman 1991]. 


IV 

Outcome ol Reforms 

A scientific analysis which is based on 
a well dePined model which causally links 
the specific policy interventions indicated 
above with macro- and micro-economic 
changes in the economy has yet to be 
designed. For all their enthusiasm about 
promoting macro-economic reforms the 
BWI has yet to develop a definitive 
analytical design to gauge the impact of 
its policies around the world. The three 
evaluations they have carried out of their 
structural adjustment lending programme 
in the decade of the 80s have serious 
analytical flaws and suffer from a selec¬ 
tive use and interpretation of data [World 
Bank 1992]. This has been highlighted ii> 
a number of powerful critiques of the 
BWI policies and evaluations [Taylor 1988, 
•ftylor et al 1993, Singh 1993]. 

As far as Bangladesh goes, the World 
Bank’s work, captured in the annual 
Count.y Economic Memorandum 
^prepared for the Bangladesh aid consor- 
Itium meeting, has been slight in its 


analytical rigour. What we are left with 
is largely some a priori statements of the 
merits of a policy and an ex post review 
of certain macro-economic data such as 
GDP growth, investment, exports and in¬ 
flation rates which establish little causality 
between policy reforms and their outcomes. 

A valuable work at the Bangladesh In¬ 
stitute of Development Studies by Sultan 
Hafeez Rahman, reviewing Bangladesh’s 
experience with economic stabilisation 
and adjustment, attempts to review 
macro-economic performance and goes 
on to demonstrate that specific policy 
interventions such as exchange rate ad¬ 
justments and monetary stabilisation did 
not yield the predicted results [Rahman 
1991]. However this work again suffers 
from the absence of a holistic analytical 
model which can trace the interrelations 
of policies through the macro-economy. 

Given these conceptual limitations on 
an analysis of policy reforms we will in 
this paper follow the route of the World 
Bank and other analysts of the economy 
such as Rahman and the Task Force 
Report on macro-economic policies and 
look at certain indicators of performance 
such as GDP growth, structural change, 
savings, investment, exports, price 
stabilisation and the privatisation process 
during the 1982-92 period to see whether 
any discernible improvements were regis¬ 
tered in the economy compared to the 
previous decade where reforms were more 
episodic and limited in their purpose. 

Macro-Economic Performance 

in liibie 2 we present some of the 
macro-economic measures of performance 
of the Bangladesh economy. Growth rates 
are naturally sensitive to the base year 


chosen. For our purposes we review the 
growth performance of the economy dur¬ 
ing 1972-75, the three years of recovery in 
the immediate aftermath of the war of 
liberation, the period between 1975-81 and 
then the period of intensive policy reforms 
from 1982 to the present. find that the 
post-war years, notwithstanding the severe 
socio-political and institutional disloca¬ 
tions of the war and its aftermath, 
registered a robust GDP growth of 7.1 per 
cent pa. This in part owes to a low base 
but indicates that growth trends in this 
period remained very positive. 

The post-recovery phase of 1975-81 
broadly coincided with the regime of 
president Ziaur Rahman, first as martial 
law administrator and then as president. 
GDP growth rate in this period averaged 
5.1 per cent. 

In the period 1982-90, which coincided 
with the legiiiK of president Ershad, again 
as martial law administrator and then 
civilian president, Bangladesh has, since 
1982, been exposed to a relentless agenda 
of donor-supported structural adjusimeni 
reforms. In the 1982-90 period, growth 
averaged 3.1 per cent per year. From 
March 1991 an elected government came 
to power. In 1990-91 fiDP growth was 3.6 
per cent, in 1991-92 it was 3.9 per cent. In 
1992-93 a growth of 3.8 per cent is forecast. 
This suggests that the w^ growh trend of 
the 1980s has not really been corrected. Thus 
over the full decade of reforms from 
1982-92, average GDP growthTates have 
remained below 4 per cent and thus 
weaker than in the two regimes of the 
1970s. This is surprising if for no other 
reason than the fact that in the 1972-82 
period, the post-war dislocations had been 
corrected and institutions were more 
securely esublished. 


Tabi I 2: Macro-Economic Trends in the Banoladesh Economy 



1972-73 

10 

1974-75 

1975-76 

to 

1980-81 

1981-82 

to 

1989-90 

1990-91 

1991-92 

(1) GDP growth (per cent per 

annum) 

7.1 

S.l 

3.1 

3.6 

3.9 


1980-81 

1984-85 

1989-90 

1990-91 

1991-92 

(2) Invcsi/GDP (per cent) 

15.9 

12.8 

12.1 

10.4 

10.3 

(3) Savings/GDP (per cent) 

3.4 

1.9 

22 

3.2 

4.5 

(4) Rale of inflation (increase 

over previous year per cent) 
(5) Sectoral share of GDP (per 

12.5 

cent) 

10.9 

9.3 

8.9 

6.2 

(a) Agriculture 

48.8 

41,3 

38.3 

37.6 

36.9 

(b) Manufacture 

10.6 

9.9 

9.9 

92 

lO.I 

(6) RER 

100 

96.53 

93.55 

87.58 

86.27 


Sou/res: (1) 1971-72—89-90 Rahman 1991. 

1990-91 91-92 World Bank 1993. 

(2) and (3) 1980-81 Rahman 1991: 

1984-85-91-92 World Bank 1993. 

(4) 1980-81 Rahman 1991. 

15) 1984-85-91-92 World Bank 1993. 

(6) Woild Bank 1993; 1980-81 Tigure taken from World Bank Country Economic 
Memorandum for 1989. 
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roiicy reforms begun in 1974, suxle- 
rated in 1977 and after, were in place, 
masdve aid had been disbursed in support 
of Bangladesh’s development. Thus a 
comprehensive programme of reform 
should have yielded quite significant 
results. What we instead have before us 
is sluggish economic growth compared to 
the 1970s and well below growth trends 
not just in cast and south east Asia but 
even growth registered by our south Asian 
neighbours. 

Aoruultural Growth 

This weak GDP growth was corro¬ 
borated by weak growth in the agricultural 
and manufacturing sector. During the* 
1970s, agricultural growth averaged 4.2 
per cent compared to an awtrage of 1.6 per 
cent in the 1980$, which was below the 
population growth rate of 2.4 per cent 
(Rahman 1991]. Growth in 1989-W, at 7.7 
per cent, reflected the recovery from two 
years of declining agricultural production 
in 1987-88 and 1988-89 due to floods. But 
this growth fell to below 2 per cent in 
1990-91 and 1991-92. An excellent crop, 
free of weather hazards in 1992-93, pro¬ 
mises a 5.6 per cent growth but this does 
little to explain the weak and unstable 
growth of the agricultural scaor, inter¬ 
rupted by occasional good years. What is 
particularly disturbing is the erratic nature 
of agricultural growth. Between 1981-82 
and 1991-92 agricultural growth declined 
in 6 out of 10 years, was negative in two 
years and was below the population 
growth rate in six years. 

The weak and unstable growth has been 
less severe in food crop production 
because of the use of HYV technology 
and spread of irrigation. However even 
this performance has been constrained by 
the desubkidisation of input|S such as fer¬ 
tiliser and irrigation water needed for 
HYV technology. This desubsidisation has 
impaaed most severely on the subsistence 
farmers whose cost of production has in¬ 
creased without compensatory gains from 
the higher prices available to bigger 
farmers with a marketable surplus. The 
rise in input prices has thus become a tax 
on small farmers which they pay because 
of their subsistence compulsions. But it 
has meant that they have noe been able 
to expand input use and hence production 
to its fullest potential. 

Trends in Industrial Sector 

The trends in industrial growth was not 
much better. However, because of robust 
growth in the publicly owned utilities sec¬ 
tor due to. high rates of investment, sec¬ 
toral growth was stronger. However, if we 
concentrate on manufacturing, the sector 
with maximum exposure to po^ reforms, 
including privatisation, we find tiutt in the 


1980s, growth averaged 2.5 per cent, well 
below the rates registered in the i970s. 
Growth was quite uneven and heavily 
weighted by the very robust growth of 
garments and leather goods. If we look 
at growth trends in 34 subsectors of 
manufacturing, we find only six sectors, 
sugar (public sector), garments (private 
sector), wooden furniture (private sector), 
printing and publishing (private), in¬ 
dustrial chemicals (private and public) and 
fertiliser (public) registered any sustained 
growth. Growth in other sectors was stag¬ 
nant and showed significant year to year 
variations. 

Investment and Savincts PERFORMANt t 

Weak economic growth is the outcome 
of both low rates of investment and dec¬ 
lining efficiency of investment. We will 
merely look at investment trends which 
have registered a steady decline from 15.9 
per cent of GDP in 1980-81 to a low of 
10.3 per cent in 1991-92. This decline in 
investment rates has been continuing 
throughout the period 1982-92. We have 
already observed the trend of declining 
public investment which fell from 8.7 per 
cent in 1980-81 to 4.7 per cent in 1991-92. 
However, what is even more disturbing is 
that private investment, which was the 
targeted beneficiary of the reforms and 
privatisation programme, fell from 7.2 per 
cent in 1980>8I to 5.6 per cent in 1991-92. 
These investment trends indicate that dur¬ 
ing the high tide of the reforms real in¬ 
vestment growth declined in absolute 
terms in the public s^or and was stag¬ 
nant in the private sector. Indeed levels of 
private real investment may even have 
declined in absolute terms. 

Low invesunem rates tend to reflect 
dismal rates of gross domestic savings 
(GDS) and weak aid utilisation. CDS re¬ 
main^ below 4 per cent throuj^out the 
1980s and in some years was around 2 per 
cent. In 1991-92 however there is some im¬ 
provement in the GDS rate Low savings 
reflect a weak capacity for domestic 
resource mobilisation which has been 
both the cause and effect of high rates of 
dependence on external resource inflows 
(Sobhan 1984, 1990). Low savings rates 
have transferred the burden of under¬ 
writing development on to external 
resource inflows. However weak utilisa¬ 
tion of aid. manifest in low public invest¬ 
ment, has kept total investment rates 
depressed. 

Export Trends 

We have already observed that positive 
areas of performance have been reserved 
to be in the export sector. Export growth 
owed to the dramatic escalation in gar¬ 
ment exports, which registered substaniial 
creation of new employment, and to a 
lesser extent in feather and frozen fish. 


Total export growth in the 1980$ averag 
ed 7.7 per cent of real growth which was 
double the growth rate in the 197(K. This 
compensated for the decline in the tradi¬ 
tional export sector of jute and julc goods 
which has become a major casualty of the 
changing trends in global demand foi jute 
products. 

The disturbing feature of Bangladesh’s 
export performance has been the very 
slow progress in building backward link¬ 
ages with the domestic textile sector In¬ 
vestments in the modernisation of the tex¬ 
tile industry, which has been in place since 
the 1930s and upgradation in the product 
quality of the handloom industry, could 
have ensured that Bangladesh could have 
retained around a billion dollars over the 
last 5/7 years which has gone to pay for 
imports of all intermediate inputs in the 
garment industry (Sobhan I992aj. 

it has been argu^ that very little of the 
growth in garment exports owed to 
changes in Bangladesh’s macro-policies. 
In fact during the period of maximum 
growth, the REER was appreciating 
(Rahman 1991). The growth originated 
from the market niche created for low cost 
garment exports under the Multi Fibre 
Agreement (MFA). However the response 
from smail/medium entrepreneurs has 
been impressive and demonstrates that 
private entrepreneurship has great promise 
in areas where markets are secure, invest¬ 
ment finance needs are modest, tech¬ 
nology assimilation is easy and a system 
of back to back financing of letters of 
credit provides a ready supply of work¬ 
ing capital free of the hassles of import 
regulation. Thus the garment sector is a 
demonstration of what some sensible 
policy support directed to entrepreneurs, 
dealing within their financial level and 
managerial competence, can achieve. 
However, it is arguable that a more pur¬ 
poseful government, such as in the 
Republic of Korea, would have interven¬ 
ed much more positively to capture the 
backward linkage effects of the garment 
exports and would have taken the lead in 
promoting further exports in such labour 
intensive areas such a.$ finished feather 
products and consumer electronics 
(Rahman 1991). 

INF1.ATION 

Another area where reforms may have 
had same beneficial effect is in the 
relatively low rates of. inflation which 
averaged around 10 per cent. This has in 
the last two years fallen to around S per 
cent. Some of this low rale of infisdion 
owes to the weightage of foodgrains in the 
consumption basket. A long-standing 
policy of keeping food prices stable has 
thus contributed to this lowered rate of in¬ 
flation, particularly in the year I9K-93, 
where a bumper crop has M to a lall in 
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foodgrain prices on the open market. 

Rahman and Shilpi have estimated at 
econometric model which indeed suggnts 
that production trends, reinforced by an 
official policy of foodgrain price stabilisa¬ 
tion, has done much more to contain in¬ 
flation than has the moneury policy of 
the government. The government has in 
fact been reasonably conservative in its 
policy towards monetary growth and has 
made limited use, during the 1980s, of 
deficit financing to underwrite public 
deficits. The availability of aid has in fact 
made this unnecessary. Indeed the World 
Bank has in recent years argued for a more 
adventurous credit policy to stimulate 
economic activity (World Bank 1993]. 

The main target of official monetary 
policy has been to promote private sector 
activity so that the traditional fears of the 
private sector being crowded out of the 
market hardly applies to Bangladesh in 
the 1980s. The economy has thus remain¬ 
ed less exposed to the potential instabi¬ 
lities of an aggressive monetary policy. 

Thus whilst money supply (Mj) grew 
at a rate of 21 per cent between 1981-82 
and 1988-89, the inflation rate was 10.8 
per cent and GDP growth, 3.20 per cent. 
This suggests a low and unstable velocity 
of circulation of money which raises 
doubts about the causal links between 
monetary policy and inflation [Rahman 
1991). 

Dfbt Crisis 

Credit policy to the private sector has 
however been vitiated by the mounting 
problem of default by the private bor¬ 
rowers from both the nationalised com¬ 
mercial banks (NCB) and the DFIs. The 
NCB have traditionally been used to 
underwrite the losses of public enterprises 
and to promote private economic activity. 
This has led to politicised lending deci¬ 
sions and lax regulation which has contri¬ 
buted to the accumulation of overdue 
loans both to the NCB and DFIs. The 
DFIs were faced with an escalation in 
default rates where up to 90 per cent of 
their borrowers remained in arrears of 
their dues (Sobhan 1991b]. Total recovery 
rates fell to below 10 per cent of monies 
due in and led to a suspension of lending 
by the principal financiers of DFIs, the 
World Bank, AOB and KFW Bank in 
1985 which has had serious consequences 
for promoting private investment. Cur¬ 
rently only a limited amount of external 
financing is being directed to the private 
sector through the ADB and the IFC 
through direct loan and equity support to 
some private industry. However the very 
rigorous appraisal procedures and col¬ 
lateral requirements of these loans limits 
their compass and is no substitute for len¬ 
ding th-ough the DFIs. Private commeiciai 
I banks and financial institutions have been 
; much more cautious in investments in 


rbky ventures and have limited their 
financing to trade and more secure in¬ 
dustries such as garments. 

The crisis of the DFIs has extended to 
the NCBs where escalating overdues have 
led to the World Bank, through the 
medium of a Financial Sector Credit 
package, imposing severe conditionalities 
for promoting reforms in the Banking sec¬ 
tor. This has led to the NCBs being forc¬ 
ed to make provisions for overdue loans 
which has severely eroded their capital 
base which had to be reinforced with a 
massive infusion of public money. There 
has been some improvement in recovery 
over the last two years but this has not 
prevented the need for a further recapita¬ 
lisation of Ihka 3.2 billion so as to keep 
the banks viable [World Bank 1993]. 

The outcome of this credit crisis has 
been a severe decline in accommodation 
to borrowers. Many of the principal 
defaulters arc industrialist so that the 
stagnation in the industrial sector origi¬ 
nates in the unresolved crisis in the finan¬ 
cial sector. In the last year the government 
has registered some 1,500 industries as 
being *sick‘. This indicates that they need 
some debt rescheduling and new lines of 
credit to resume business. The government 
has advised the commercial banks to deal 
with these sick industries on a bilateral 
basis and to accommodate them if they 
are convinced of their sincerity to repay 
and the longer term viability of the pro¬ 
ject. Few Bank managers in the NCBs are 
willing to risk official sanctions by exer¬ 
cising such discretions to a class of bor¬ 
rowers who have consistently defaulted in 
their obligations and may default again. 

PRIVAI ISATION POLICitS 

The crisis in the financial sector itself 
originates in the problems of entrepreneu¬ 
rial development which was central to the 
SA reforms of the World Bank. Under 
pressure from the World Bank and more 
recently the ADB, the GOB has since 1977 
been pushing credit to the private sector 
through the DFIs [Sobhan 1991b]. This in¬ 
discriminate lending, usually under of¬ 
ficial patronage, between 1977-82 lay at 
the root of the default crisis of the 1980s. 
The ab-sence of a mature entrepreneurial 
class to avail of this liberal access to public 
money seems to have escaped the atten¬ 
tion of the Bank and the local policy¬ 
makers who were driven by an a priori 
belief that unlimited supplies of seasoned 
entiepreneurs were waiting for infusions 
of public credit. 

A similar form of a priori reasoning 
thus drove the privatisation policy. This 
assumed that public enterprises suffered 
from some form of original sin which 
made them chronically inefficient and 
that all private enterprises would in¬ 
variably establish itself as a more efficient 
manager of these public assets. The resul¬ 


tant divestiture policy included outright 
sale under concessional instalment terms 
to private buyers, denationalisation on 
favourable terms, to the former Bangla¬ 
deshi owners of the jute and textile mills 
nationalised in 1972, and public sale of 
shares through the stock market of 49 per 
cent of government equity in particular 
public industries and banks. The pre¬ 
paratory work of these divestiture exer¬ 
cises was however weak and the oversight 
of the outcomes of the divestiture process 
remained negligent. 

Up to the beginning of 1991 the GOB 
had divested itself of about 700 enterprises 
thereby reducing the share of public enter¬ 
prises assets from 77 per cent to 43 per 
cent. However not a single review of the 
performance of these divested enterprises 
was attempted. The interim government 
commissioned a survey of these enter¬ 
prises which managed in two months to 
look at 290 enterprises. Of these 53 per 
cent were seen to have closed down 
[Sobhan I992a]. 

In its latest CEM the World Bank states 
that of 497 divested units, other than the 
62 units of the jute and textile milk, 245 
or 49.2 per cent, had closed down [World 
Bank 1993). The bank sought to draw 
some inspiration from the fact that these 
closed mills were smaller in size. In a 
survey of 24 closed units in the industrial 
area in Tejgaon, Dhaka they found that 
18 continued to operate but that only eight 
were operating as industries. 

The fact remains that the massive lend¬ 
ing and accelerated divestiture to the 
private sector has not ended in a burst of 
private investment, improved micro- 
economic effitgency of enterprises or 
overall growth of manufacturing output. 
We have seen, the growth figures for 
manufacturing output and investment in 
the 1982-92 period, we have seen the 
massive defaults of the private borrowers 
to the DFIs and NCB, we have seen’the 
dismal performance record of the divested 
units and the general state of crisis which 
has compelled the GOB to declare 1,500 
enterprises as officially sick. All this 
suggests that whatever be the long-term 
potential of private enterprises in Bangla¬ 
desh, or the many and continuing weak¬ 
nesses of. the public sector, there are no 
readymade panaceas in the promotion of 
the private sector while the entrepreneurial 
tradition has remained weak. 

Import Liberalisation 

The empnasis on maxing me private 
sector more competitive through a policy 
of indiscriminate import liberalisation is 
again showing no positive results. The 
GOB has indeed been quite successful in 
drastically reducing the number of items 
covered tqi quantitative restrictions from 
about 8,000 or more in 1982 to around 100 
items in I99Z Average rates of duty ate 
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uwwii (u 4.3 per cent mil m praciice iney 
range from 100 per cent to zero. Howver 
there is no doubt that imports are more 
readily available, today in Bangladesh, in¬ 
deed excessively so because of illegal im¬ 
ports. Thus domestic industries face a 
much more competitive environment than 
they did a decade ago which many of 
them now argue is a major factor in 
explaining the pervasive sickness of the 
industrial sector. This suggests that a long 
period of protected industrial growth, 
designed to create rents for reinvestment 
within the industrial sector, may be a 
critical pre-condition for encouraging first 
generation industrialists to set the stage 
for sustained industrial growth. This form 
of protected industrialisation was certain¬ 
ly the strategy which stimulated industrial 
growth in Japan, Ikiwan, ROK, India. 
Brazil, Mexico and lUrkey. though the east 
Asians ensured that protecting domestic 
industry went hand in hand with massive 
state support for export-oriented industry 
(Sobhan 1993b, Wade 1990] 

V 

Conclusion 

Bangladesh's reform programme re¬ 
mains m deep crisis because it has over 
a decade failed to accelerate growth, diver¬ 
sify the economy, stimulate investment 
and domestic savings and create the basis 
for a sustained growth proce.ss which can 
lead to greater self-reliance and substan¬ 
tial reductions in mass poverty. What 
gains have been registered in the area of 
improved foodgrain production, the surge 
in garment exports, the rise in remittances 
from workers overseas and the dynamism 
and creativity of some areas of small-scale 
industry have been largely the result of 
local initiative aided by favourable market 
conditions. Indeed crops production has. 
if anything, been penalised by the desub¬ 
sidisation policies. It may be convenient 
for the BWI to blame successive GOBs for 
their failure to implement reforms and for 
current regimes to attribute poor results 
to the malfeasance of their predecessors. 
But a decade of economic stagnation 
needs more substantive and a less self- 
serving diagnosis if Bangladesh is to join 
the ranks of a resurgent south Asian 
region, let alone its more ^iynamic 
neighbours to the east. 

There are obviously no readymade solu¬ 
tions to Bangladesh’s problems. What is 
certain is that rather the simplistic 
policy agenda originating in the BWI and 
rather readily embraced by successive 
governments in Bangladesh now needs 
more rigorous scrutiny. Such a review 
must recognise that there are many 
valuable elements in the BWI proposals 
which originate from both policy and ad¬ 
ministrative weakness on the part of the 
GOB and our entrepreneurs. Many of 
these reforms in such areas as fiscal policy. 


improvemem in projeci impiememaiion 
and better prioritisation of scarce 
resources, effective discipline in the bank¬ 
ing sector, all merit urgent action by the 
GOR 

This policy review will however need to 
look inwards to draw on our strengths and 
domestic capacities. We will have to see 
how we can nurse our sick private sector 
back to health, how to channel resources 
without inducing similar sickness to the 
more dynamic components of the private 
sectors, particularly in the area of small 
ancl rural industry. How to stimulate small 
holder agriculture whilst absorbing the 
labour of the landless in gainful employ¬ 
ment. How to replicate the success stories 
of the Grameen ^nk and other successful 
non-governmental initiatives within a 
comprehensive programme to eradicate 
mass poverty, ensure universal primary 
education and health care, all within this 
century. How to diversify our narrow 
export base and to promote efficient 
backward linkage which will not prejudice 
export competitiveness. Above all we will 
have to make the .state more dynamic, 
responsible and creative rather than as a 
predatory and inefficient consumei of 
aid-given resources. This will imply a 
rethinking rather than a dimunition in the 
role of the state, including ways to improve 
its macro-economic management capa¬ 
cities, make public enterprises much more 
commercially motivated and through a 
planned process of interaction with the 
private sector. 

This process of rethinking will need to 
be largely endogenous where Bangladesh 
uses its own expertise to find ways to use 
its heavily underutilised capacities. Some 
indication of this potential was captured 
in the 29 Task Force Reports commission¬ 
ed by the interim government in office 
from December 1990 to March 1991 where 
255 of the best experts in Bangladesh were 
commissioned to work on identifying pro¬ 
blems and producing policy options for 
the newly elected government and parlia¬ 
ment. This commendable work, done on 
a voluntary basis, provided a unique 
demonstration of the enormous potential 
available in Bangladesh of underutilised 
human and material capacities to be used 
more productively. A more endogenous 
growth process will have a positive impact 
on poverty alleviation because it is the 
poor who remain the most creative and 
productive class in Bangladesh. However 
there remain many areas in industry in¬ 
frastructure, human resources, based on 
sunk invesiments, many originating in aid 
programmes, which can be stimulated to 
contribute to a higher growth rate through 
more purposeful planning and more .sen¬ 
sitively designed policy instruments. 

A policy agenda which both targets and 
empowers the hardworking poor whilst 
promoting creative entrepreneurship will 


inuai uc me uc»i tiivcaiiiicm w »um4Uii 
B angladesh’s still fragile democratic in¬ 
stitutions. Out history has shown that the 
only protection against unconstitutional 
seizure of power is the unsiinied support 
and public mobilisation of the mass of the 
population. This can be realised by giving 
the people of Bangladesh a (sosiiivc stake 
in the stability of a dynamic economy bas¬ 
ed on a much fuller democratisalion of 
economic opportunities (Sobhan 1990a) 
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Changing Values in India Today 

M IN Srinivat 

Changes in values and norms are frequently discussed at the individual level and without reference to the wider 
society of which individuals are members and to the forces operating in the wider society. In this essay the author 
emphasises some of the changes in the wider society as they are essential to understanding changes in values and 
attitudes in India today. 


I 

BEFORE 1 proceed further, I would like 
to provide a brief and tentative idea of 
what 1 mean by ‘values*. I have in mind 
those ideals of conduct the practice of 
which is admired by a people. Implicit in 
such admiration is a recognition that the 
ideals are difficult to practiM, and that 
those who succeed in doing so are regard¬ 
ed as exceptional individuals, providing 
models for others to emulate. 

However, my aim here is not so much 
to provide a satisfactory definition of 
‘values—that I leave to plrilosophers—but 
convey a rough and ready idea of what I 
mean so that i can proceed with my main 
task which is to discuss the changes in 
ideals of conduct (values) which have 
taken place (and are taking place) in India 
today. 

Values are a difficult subject to discuss 
with respect to any people but the difficul¬ 
ty increases enormously when dealing 
with a country as vast, diverse, stratified 
and complex as India. Values vary from 
one section of the people to another on 
the basis of region, language, religion, 
sect, caste, class and ethnicity. There are 
also significant differences between 
villagers and city-dwellers. Indeed, the 
complexity is so great that one is temp¬ 
ted to abandon the task as hopeless but 
then valour is sometimes, though very 
rarely, better than discretion. 

Values ought to be distinguished from 
norms governing actual behaviour.' For 
instance, rtionogamy is a value for men 
and women in certain sections of Indian 
society, and this has to be distinguished 
from norms which govern the behaviour 
of husbands and wives. Thus a husband 
in a traditional marriage is expected to 
provide for his wife and childreri while the 
wife has to cook and serve food and per¬ 
form other domestic chores. She is also 
Expected to obey her husband who has the 
right to chastise her when he thinks that 
her conduct is not ‘wifely’. But the norms 
are not very clear when two educated 
members of the middle classes get mar¬ 
ried and both of them are eaming. 

Even at the level pf norms, there is a 
distinaion betweenn what may be called 
the *sialistical’ norms and the ‘ideal’ 


norms. The norm may be mutual sexual 
Qdelity on the part of husband and wife. 
However, local o^inbn may recognise that 
very few men are actually faithful to their 
wives and breaches of the fidelity norm 
by men may be viewed leniently while un¬ 
faithful wives may be treated harshly. 
Again, in a stratified society, the fidelity 
norm may be regarded as more binding 
in some strata than in others. 

While values aiut^ norms varied from 
group to gro^ the locally domiruwt caste 
or other etlii^ group provided a model 
for emulation for the non-dominants. But 
this operated in a circuitous way: Sime tlw 
dominant castes were wealthy, powerful 
and enjoyed high status, lower groups 
were not permitted to take over their 
customs, manners’ and life-styles. Any 
attempt on their part to emulate the 
dominants invited punishment but ovn a 
long period of time some of the customs 
and manners of the dominants gradually 
percolated to the others. Incidentally, 
since the i9$0s the power of the domi¬ 
nants to enforce their will on the others 
has been eroded due to legislation, educa¬ 
tion, improved communications and other 
modernising factors. 

However, the ‘dominants were not 
always Hindus; Jains, Sikhs, Christians 
and Muslims enjoyed dominance in parti¬ 
cular parts of India at different periods 
of time, and their culture influenced the 
culture of the area in which they were 
dominant. Some groups were particular¬ 
ly susceptible to the influence of. the 
dominants: thus some Kayaslha groups in 
parts of north India were influenced 
strongly by the local Muslim aristocracy, 
and in south India the culture of the om- 
niverous, martial Coorgs was influenced 
by the puritanical, vegetarian and non- 
martial Lingayat rulers. During colonial 
rule, however, the better-off Coorgs were 
influenced by the culture of the British 
coffee planters in Coorg. 

In considering the values, norms and 
behaviour of people in a country such as 
India one cannot ignore the influence of 
the scriptures and the epics. It is possible 
that the influence of some scriptures such 
as the Manudharnuahttstn on the con¬ 
duct of Hindus has been greatly exag¬ 
gerated, especially by reformers, but that 


is no reason for ignoring the influence of 
the sacred'books. The only point is that 
such influence varies from region to 
region and group to group, and therefore 
difficult to generalise. In this connection, 
the proximity ot otherwise of a great tem¬ 
ple, monastery, pilgrimage centre, or the 
capital of the kingdom, radically affected 
the values and behaviour of the people. 
For instance, given the lack of roads in 
pre-British India, people living even 25 
miles from the capital of a Hindu king, 
might be guided entirely by the norms of 
their caste or tribe unless a great temple 
or monastery was located close by. At the 
same time, the popularity of the epics, and 
of institutions such as harikaiha (narra¬ 
tion of religious tales in prose or verse) 
helped to spread certain values, norms, 
ideas and beliefs, of all-India Hinduism 
among people living in different parts of 
the country. The two points 1 have just 
made run counter to each other but then 
the kiter-play of contrary forces must be 
accepted as a basic characteristic of the 
field of our study. 

Contrary to popular belief that Indian 
society is rigid and immutable, it has been 
subject to continuous change The fluidity 
which characterised the pre-British poli¬ 
tical system, particularly at the lower 
levels, was a source of dynamism in the 
sense that dominant castes often acquired 
political power at local levels and sought 
to legitimise power by claiming to be 
Kshatriyas, employing genealogists to pro¬ 
vide them with lineages which would be 
regarded as noble, and through Sanskritis- 
ing their ritual, custom and life-styte^This 
in turn gave rise to local caste systems 
which diferred in some ways from similar 
systems elsewhere (This was specially true 
of frontier areas.) 

While caste has been studied in some 
depth, the Bhakthi movement, which sur- 
fa^ in almost all parts of the country 
though at different times, and which was 
anti-caste, anti-brahmin, anti-ritud and 
anti-patriarchal, has not been studied in 
sufficient depth or seriousness by socio¬ 
logists. What was the effect of the BhaktW 
movement on the caste system and on the 
ideology of gender relations? Has the 
Bhakthi movement facilitated the accep¬ 
tance of human equality? Considering 
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mentioned, adult franchise was the prin¬ 
cipal means for bringing about the revolu¬ 
tion, while other measures such as the 
outlawing of untouchabilily, and its prac¬ 
tice in any form declared a criminal of¬ 
fence, the reservations of seats in legis¬ 
latures for S(rs and STs, and jobs in the 
government were also important. It must 
be mentioned, however, that these were in¬ 
tended as temporary measures in order to 
enable the SCs and STs to catch up with 
rtie forward sections of the society. Pro¬ 
vision was also made for the states to take 
steps to advance the interests of the 
‘socially and educationally backward 
classes* (.STBf.) [also called the ‘other 
backward cla.vscs‘(OBC)]. The states were 
a.sked to prepare lists of such ‘classes* on 
the basis of objective criteria: caste was 
chosen as a major criterion by several 
stales, on the basis of the level of cduca- 
ikm of its members, and their represen¬ 
tation in the government services, as com¬ 
pared with the average levels for all the 
castes in the state. 

The southern states have been active 
since the )920s in the promotion of the 
welfare ol the OBCs and this has resulted 
III the latter making substantial gains. But 
states such as West Bengal and Orissa have 
noi even prepared lists of OBCs. The 
Mandal Commission, established by the 
Janata government in 1978 to suggest 
suitable measures lor increasing the access 
ol the OBCs all over India to education 
and employment in the government, 
lecommeridcd, among other things, the 
icservaiion of 27 per cent of government 
jobs, both ai the centre and in the states 
lor the (JBCs. In August 1990, V P Singh, 
tlien ptime ininisier, decided to implement 
the Mandal recommendation regarding 
job reservation. This led to violent pro¬ 
tests from college students all over the 
country, many of them committing 
suicide by setting lire to themselves. There 
were writ petitions against the govern- 
niciit’s decision in the Supreme Court. In 
a recent judgment (November 1992), 
however, the Supreme Court has upheld 
the goveinnient’s decision to reserve 27 per 
cent of government jobs at the centre and 
in the states for the OBCs, but they have 
also imposed a few new conditions. 

Ill 

It IS indeed impressive that India has 
been able to practise democracy since 1947 
except during the emergency years, 
1975-77. The task of holding perMical 
elections for electorates running into a few 
hundred millions, is indeed a Himalavan 
one. and what should be surprising is not 
that the eleciions are marred here and 


‘rigging’ but that the bulk of the people 
in this vast, poverty-stricken, backward 
and hierarchised country should not on-, 
ly practise democracy but make attempts 
to deepen, and extend and cleanse it."' 
Democracy enables every tension to sur¬ 
face, and with increasing numbers ot 
hereditary groups competing to obtain ac¬ 
cess to resources which are getting mote 
.scarce, government is continually under 
such pressure that us .survival occasionally 
appears precarious. But even sus'h a situa¬ 
tion is better than that under totali¬ 
tarian regimes where everything appears 
smooth on the surface, only to collapse 
suddenly and irrevsicahly. l urther. 
democracy is also an invaluable inloTina- 
tion system in a large, diversified anti jxwr 
country like India. Demtxrat-y is a nm'ssi- 
ty for India, and it is likely that India’s 
survival as a single entity is due to its 
adherence to demsKracy C'ontiast in this 
connection the sudden collapse of coun¬ 
tries to its north and west India’s success 
with democracy is fai more relevant for 
developing countries than its success in the 
US or UK, 

Another achievement is the manner in 
which India has inciea.sed U.s food produc¬ 
tion from about .*12 million lonnes at the 
time of Independence to ovei HO million 
tonnes today. Of couise. production must 
continue to increase it the growing popu¬ 
lation ha.s to be kept fed, let alone a 
surplus created lor export. It is also 
remarkable that India has not had a 
famine after Independence w hereas China 
had disastrous famines duiing the years 
of the Cultural Revolution (l954-i956) 
when millions of people died, estimates 
varying between 16 and 30 million. 

As a result of economic development 
since liidcpciidenco the proportion of 
population below the poverty line has 
come down to about onc-lhird.' But the 
country is far from abolishing poverty, 
and from assuring the poorest that ihcir 
basic needs will be met 

Substantial improvement has occurred 
in the position of women but it is as yet 
confined largely to urban middle class 
women. However, women’s movements 
have gained strength m the last three 
decades and they arc aimed at combaliag 
specific evils such as dowiy and suttee and 
in achieving eveniually gender equaliiy. 
But I do not discuss it here. 

IV 

No di.scussion of changing values can 
avoid referring to pervasive corruption 
and violence in political and social life. 
Corruption has grown phenomenally dur- 
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ing ine lasi ju years, ana no area ot ute 
is free from it. Over the years corruption 
has come to be accepted as a fact of life; 
and it is widely known that the citizen has 
to pay officials, and politicians for per¬ 
mits, licences and other favours. Govern¬ 
ment officials have to pay bribes, for in¬ 
stance. to be transferr^ out of a place, 
or to stay where they are. Transfers appear 
to be a major source of income for higher 
officials and their bosses, ihe ministers. 
This means that transferable officials 
must collect enough money in the course 
of their official work to be able to get or 
avoid a transfer. The net result is that the 
citizen is compelled to pay a bribe for 
anything he wants from the government. 
Corruption has penetrated so deep that 
a former < lief minister of Karnataka once 
remarked that only a powerful social 
movemer.i could put an end to it. Apart 
from the fact of corruption, there exists 
a mythology of corruption which is even 
more destructive of public morale; or¬ 
dinary people talk gaily of chief ministers 
who made a few hundred crores in the 
course of two or three years in power 

There has been a tremendous increase 
in alt kinds of violence, organised violence 
against the state, inter-group violence, in- 
trafamilial violence, and an increase in the 
general climate of violence, and finally, as 
in the case of corruption, a tacit accep¬ 
tance of violence and a growing insen¬ 
sitivity to murder, bloodshed, gang wars 
and rat>e. 

Some of Ihe violence is directly related 
to the politico-economic system if it does 
not stem out of it as, for instance, in 
'booth-capturing’ during elections. 

Since (he acquisition of political power 
opens the doors to wealth, influence and 
status, all .sorts of people including smug¬ 
glers, black marketeers and mafia dons 
want to become MLAs and MFs. Political 
scientists and journalists have written at 
length about the ‘criminalisation of 
politics’ in recent years but nothing has 
been done so far to tackle it. 

Another prime (hough indirect source 
of continued violence and frustration is 
the excessive concentration of power in the 
centre (union of India) as compared with 
the constituent states. Such concentration 
has been compounded by the Planning 
Commission which has become a power¬ 
ful arm of the centre allocating resources 
to the states, and also in monitoring the 
implementation of the projects it funds. 
This has resulted in a feeling of help¬ 
lessness on the part of the people in some 
States which ultimately leads to violence. 
The remedy is to give more powers to the 
states but the centre is dragging its feet on 
this issue as also on the issue of forming 
smaller sutes which will enable some 


ettink: groups and areas to shape their own 
fufiires. The agitation for the formation 
of a tribal state, Jharkhand, out of parts 
of Bihar, West Bengal. Madhya Pradesh 
and Orissa could have been prevented 
from assuming the violent forms which it 
has taken if remedial action had been 
taken earlier. That smaller states make foi 
greater democracy and better admmisna- 
tion, is another argument in their favour. 

I do not wish to discuss in detail the 
phenomenal increase in violence, parii- 
culhrly inter-group violence, since in 
dependence, but would like merely to 
point out that the abolition of un- 
touchability, punishing its practice in any 
form, the reservation of seats in legis¬ 
latures, and jobs in government, and olhci 
concessions for the SCs and STs, have 
angered large numbers of others and, m 
particular, the rural dominant caste.;. 
Clashes between the dominant castes and 
SCs are frequent and bloody, and ate like¬ 
ly to increase with SCs becoming more 
assertive of their fights. 

In urban areas, which are invariably 
multi-ethnic, economic conflict between 
groups might assume the form of a strug¬ 
gle between the sons-of-the-soil and ‘out¬ 
siders’, even when the former are only 
earlier immigrants. This kind of situation 
is often exacerbated by politicians, 
businessmen and the film industry, who 
may use such conflict to further their own 
ends. The presence of a large number of 
unemployed, low-skilled and uneducated 
youth provides the requisite muscle-power 
to fight the battles of politicians and 
busines.smen. 

No account of inter-group violence can 
afford to ignore clashes between members 
professing different faiths, which have 
become frequeni in recent years. The 
causes are mant and tangled but an im¬ 
portant factor has been the rise, in the 
post-war world, of religious fundamen¬ 
talism everywhere, and in particular, in 
west Asia. In the south Asian region, rela¬ 
tions between Hindus and Muslims came 
under tremendous strain during the clos¬ 
ing years of British rule, and the depar¬ 
ture of the British was marked by parti¬ 
tion of India into Pakistan and India, and 
by the most violent carnage in the region's 
history in which nearly half-a-miilion peo¬ 
ple were massacred. However, indepen¬ 
dent India opted for a secular, democratic 
constitution which guaranteed the protec¬ 
tion of the culture, language and religion 
of the minorities, while Pakistan declared 
itself as an Islamic republic But in the last 
few i-ears India’s secularism has come 
under strain, the Bharatiya Janata Party 
(RIP) and its allied organisations such as 
Ihe RSS, Vishwa Hindu Purishad and 
Bajrang 0(al, charging the ruling Congress 


Party with practising ‘pseudo-secularism’ 
and ‘minorityism’, to the detriment of the 
interest of the Hindus who constitute 80 
per cent of the population. The recent 
destruction of (he Babri Ma.sjid by the 
followers of VHP and allied organisatiims 
in order to erect a temple to Rama in its 
place was followed by violent riots all over 
the country in which over l,l(X) people 
died, and it has greatly exacerbated rela¬ 
tions between Hindus and Muslims. The 
destruction of Hindu and Jain temples 
and chinches in Pakistan, and Hindu 
temples m Bangladesh, in retaliation to 
the destiiictioii of the masjid have added 
fuel to the fire. The net result is that 
India’s political system and social order 
arc facing a severe ciisis.*’ 

With the rapid spread of dowry among 
ihe people, culling across not only caste, 
but sect, religion, class and region, intra- 
(amilial violence has increased enormous¬ 
ly. Harsh economic calculations enter into 
all traditional marriages, the main aim 
being :o become rich at (he expense of the 
bride's family, and huge sums of cash, 
gold, and consumer durables being ex¬ 
tracted by the groom’s family. The size of 
the dowry has become an indication of the 
status of the groom’s family. Greed and 
crass materialism mark maniage negotia¬ 
tions and dowry demands often pursue 
the wretched wife even after she has given 
birth to one or two children. Many a 
woman chooses to escape torture and 
humiliation from her affincs by commit¬ 
ting suicide by the horrible though well 
known method of dousing her sari with 
kerosene and setting fire to herself. 

One cannoi fail to mention the part 
played by the media, the films and TV in 
particular in fomenting a climate of 
violence. Violence, sex and drugs seem to 
be the staple of films, boih foreign and 
Indian, and the TV brings all this into the 
living loom. Violence, sex and drugs are 
now a world-wide problem with the inva¬ 
sion of (he skies of the developing coun¬ 
tries by Star and cable TV. This is one of 
the consequences of (he world becoming 
a global village. 

V 

Since Independence, there has been a 
visible improvement in the living stan* 
dards of large numbers of people who eat 
better, dress better, invest sizeable ponkxtf 
of their income in the educatjon of their 
children, live in better housing, and qiend 
sizeable sums in buying such consumer 
durables as refrigerators, TV sets, washing 
machines, mixies, two wheelers, cars and 
VCPs. The market for these commodities 
comprises the middle classes and the 
top 10 per cent of the population both 
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together amounting to 340 millions in 
1987-88.^ It is a huge and growing 
market, and it is no wonder that multi-¬ 
nationals appear to be keen to enter it. It 
may be noted that buyers of consumer 
durables are not conHned to urban areas, 
the better'K>ff in rural areas also going in 
for them. It is not unlikely that the status 
component in the buying of consumer 
durables is even higher in villages than in 
cities, those who own the durables being 
a small proportion of the local popula¬ 
tion and the possession of durables being 
a clear mark of social distance between 
the haves and have-nots. 

Improvements in living standards is 
usually, if not invariably, followed by an 
attempt on the part of the upwardly 
mobile individual to improve the social 
standing of his family if not of the larger 
kin-group. A key element in upward 
mobility is education, for without it good 
jobs will not be available, living standards 
cannot be improved, good marriages can¬ 
not be contracted, and access to other 
elements of high status denied. But there 
is severe competition for obtaining admis¬ 
sion to good schools which means, by and 
huge, from the point of view of parents, 
English-medium schools. (Such preference 
has also spread to rural areas.) The 
tremendous demand for admission to 
good, English-medium schools has led to 
the latter charging high fees, and in addi¬ 
tion, to the pigment of sizeable amounts 
of money as admission fees. The govern¬ 
ment has no control over private schools 
in such matters. This practice is confined 
at present to some parts of the country 
but all over India urban parents experi¬ 
ence acute anxiety over the admission of 
tireir children to good schools. 

Parental anxiety reaches its apogee, 
however, at the time of their offspring 
seeking admission to colleges, in parti¬ 
cular to medical, engineering, technical 
and other professional colleges. The ques¬ 
tion of admission is further complicated 
by reserving a proportion of seats to 
SCs/STk and OKs. Such reservation is 
probably highest in Karnataka where not 
mote than 30 per cent of the seats are 
allotted on the basis of merit as measured 
by marks obtained at the qualifying ex¬ 
amination, and at the entrance test. The 
net result is that a large number of good’ 
studMts from the ‘forward’ castes are re¬ 
jected while those getting lower marks but 
hailing from the SC/ST and OBC cate¬ 
gories obtain admission. This causes 
much heartburn, and the parents of at 
least some of these students would try 
their hardest to obtain seats for their off¬ 
spring in professional colleges. There is 
also another and perhaps more prolific 
source seeking admission to such collies, 


viz, rich and influential parents of 
mediocre students. What are labelled as 
tapitation fee' colleges meet this demand. 
‘Capitation fee* colleges are Karnataka’s 
contribution to the cause oi hi^ier educa¬ 
tion in India.' The Supreme Court has 
retxnily condemned the institution of 
charging capitation fees for admission but 
unless the causes underlying the demand 
for them are rehioved, I am afraid, they 
will continue in one form or another. 
Many politicians have a vested interest in 
them. 

It is well known that many of those who 
obuin admission have neither the ability 
nor the interest to pursue exacting courses 
of professional study even when the in¬ 
stitutions are well-equipped and have 
competent teachers. The question then 
arises, why do so many parents want to 
admit their offspring to such tough and 
demanding courses of study? The ap¬ 
parent answer that the possession of pro¬ 
fessional degrees provides the road to 
economic security is not true, for news¬ 
papers recently (1992) reported that in 
Karnauka abne there are over 18,000 
unemployed engineering graduates. And 
there are also dozens of unemployed doc¬ 
tors. But society continues to place a high 
value on professional education, and a 
doctor or engineer son fetches a 1^ ijowry 
which not only improves the family's 
finances but its social standing. In some 
parts of the country, however, there is a 
caste component to the demand for pro¬ 
fessional education; the earlier entrants to 
professional education were from the 
higher castes and their success and pro¬ 
sperity stimulated laige numbers from the 
backward classes to emulate them. 

It is surprising that parents—I am now 
thinking of educated parents —do not 
seem to pay any attention to the talents 
and inclinations of their childien in choos¬ 
ing careers. The main motive in choosing 
a professional career for a son ot daughter 
is CO boost the latter’s image, and their 
own. among their relatives, friends and 
neighbours. TIk idea that a person should 
pursue a camr which should allow his in¬ 
nate talents to develop so that work not 
only gives an income but a sense of satis¬ 
faction. does not seem to obtain even 
among the middle classes. A surer and 
more expensive way of producing educated 
misfits cannot be imagined and the coun¬ 
try has been doing this for over SO years. 

The government of India had a consti¬ 
tutional obligation (Article 4S) to make 
educatidn compulsory for all children in 
the age' group S-14 within a period of 10 
years from 1951, but this has not been met 
even after 45 years of Independence Fur¬ 
ther. the national literacy t«e is only 52.11 
per cent and there are regions where 


literacy, particularly female literacy, is 
abysmally low. However, paradoxical, as 
it may seem, higher education continues 
to be highly subsidised, and there is the 
proud boast that India is the third largest 
producer of scientific and technological 
specialists in the world. 

The lITs enjoy great prestige as institu¬ 
tions and they arc highly subsidised by the 
government. Admis.sion to them is eager¬ 
ly sought after and highly competitive but 
how many of those who graduate from 
them stay in India? Indeed, the question 
needs to be asked, how many of those who 
benefit from studying in the elite institu¬ 
tions of higher education in India seek 
careers in the country? Our most suc¬ 
cessful exports are our best and brightest 
men and women! 

In contrast to Indians who went abroad 
in the 1940s and 1950s for higher studies, 
those who go abroad nowadays do not 
seem to want to return home to seek 
careers. Excited parents are heard saying, 
“My son (daughter) does not want to 
come back. What is there to come back 
to?” And they are right. Many if not most 
of our universities and other centres of 
higher learning have become cockpits for 
caste, regional and linguistic conflict and 
intrigue, and both teaching and research 
are in a deplorable condition. Appoint¬ 
ments are made frequently on grounds 
other than merit. In fact ‘merit’ has 
become a dirty word in the lexicon of the 
advocates of caste quotas and the ‘pro¬ 
gressives’. There is no surer way of being 
dubbed a ‘reactionary’ than by advocating 
merit as the main criterion in selection to 
an important post. 

Until recently some concern was ex¬ 
pressed about ‘brain drain’ from India to 
the developed countries, and the need to 
'reverse' the flow. But such concern seems 
to have evaporated quittly, and the ex¬ 
patriates have become NRIs, whose 
dollars seem to be more important to the 
country than their skills, qualifications 
and experience The irony of this situation 
seems to be lost on everyone. Greenbacks 
are preferred to grey cells. 

The foreign bug has bitten not only the 
young but older men and women. Middle- 
aged Indian women now travel to the US 
or UK to oversee the pregnancies of llieir 
daughters reversing the traditional custom 
of pregnant daughters going to their natal 
hom^ for confinement. Middle-aged 
women love to udk to their relatives and 
friends about their suy abroad, the air- 
conditioned houses and cars, the gadgetry, 
the glories of the American supermarket, 
and the conveniences and wealth their off¬ 
spring command. Back home, the middle 
class family has shrunk, elderly parents 
living by themselves and receiving dollar 
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cheques riom their ofTtiNing. Very soon 
it will not be untrue to deHne an urban 
middle class family as one which has at 
least one person earning abroad. 

1 shall now return to the phenomenon 
of consumerism, indeed galloping con¬ 
sumerism, for no account of changing 
values can be complete without reference 
to it. This is a fairly recent phenomenon 
but it is making up for lost time by the 
speed with which it is spreading. Con¬ 
sumerism is heavily dependent on adver¬ 
tising and the advertising business is not 
only booming, but attracts many talented 
people. Indian newspapers and journals 
nowadays regularly bring out lush supple¬ 
ments with multi-loured illustrations on 
glossy paper but with hardly any worth¬ 
while reading matter. Looking at ^em one 
wonders whether India is a poor country. 
Advertisements figure on the TV with 
glamorous film, sports and athletic stars 
urging the viewer to buy this or that varie¬ 
ty of TV set. refrigerator, washing 
machine, shaving soap, mouthwash, 
toothpaste, textiles, shoes and so on. It is 
safe to assume that as far as the TV is con¬ 
cerned, India is only witnessing the begin¬ 
ning of (he exposure TV-watching has 
become an addiction with large number 
of people and I learn that even in a 
remote small temple town like Melkote (in 
south Karnataka) over two hundred 
houses have Star TV and CNN connec¬ 
tions. It is alleged that priests hurry 
through their worship in the temples 
to go home to watch their favourite 
programmes! 

A distinct teenage culture is emerging, 
or has already emerged, as a result of the 
emergence of a sizeable middle class 
whose youth offer a tempting market for 
a variety of goods which can be advertis¬ 
ed in tiK newspapers and on the TV. The 
teenagen are recognisable by their distinc¬ 
tive dress, hair-style, lingo, habits and life¬ 
style. Thdr heroes and heroines an usual¬ 
ly sportsmen, athletes, film stars, rock 
musicians, and models. The better-off 
among them visit pubs. Bangalore being 
a trend-setter, go disco dancing, and 
smoke pot. TiKy are more subject to peer 
group pressures than to family influence. 
Older people seem to be bewildered at the 
altitudes and behaviour of their teenage 
relatives. Or perhaps it would be mote ac¬ 
curate to de^be the situation as one of 
'mutual incomprehension'. There is an 
urgent need for sociologists to study 
teenagers in the same way as they study 
the culture and behaviour of far-away 
tribes and ethnic groups. 

An inevitidde consequence of growing 
consumerism is the pressure to buy goods 
which ate not needed. Housewives and 
teenagers are Ukely to feel the pressure 


even nuMe than dderly people Hire pur¬ 
chase schemes, chit funds, the organisa¬ 
tion of periodic 'sales’ by big firms, and 
the use of credit cards are an inevitable 
consequence of consumerism. Having a 
lot of goods enhances one's status and one 
is jud^ by what one has and not by what 
one is. 

When the rich and the middle classes 
go in for consumerism, the gulf between 
them and the poor will widen even fur¬ 
ther. Since the richest villagers are also vic¬ 
tims of consumerism, the rich-poor divide 
will sharpen in rural areas also. Given the 
tensions which already exist, viz, caste, 
religion, language, region and low status, 
consumerism might prove to be the last 
straw on the backs of the poor. Given an 
opportunity, the poor might do in Indians 
cities what the American Blacks did some 
years ago in Walts and New York The 
situations are not all dissimilar. 

VI 

A major change that has occurred with 
independence and adult franchise is the 
emergence of political power as more or 
less the supreme value for very large 
number of people. Translating this into 
traditional terms, it is as though ariha, the 
politico-economic realm, has become 
sovereign, cutting itself loose from dhar- 
ma, the moral realm.* Even within the 
realm of artha, power has emerged as 
superior to wealth, for power can confer 
wealth and much else besides. The ease 
and swiftness with which politicians 
become extremely wealthy is a very fami¬ 
liar phenomenon. But it is also true that 
businessmen who are very wealthy can use 
their wealth to manipulate governmental 
decisions in their favour, in the process 
the politician and administrator also 
bencni, the only ones to lose being the 
people. That wealth is also used to atone 
for sins and increase one’s stock of meric 
by doing works of charity and contri¬ 
buting funds to temples, mosques and 
churches, is the other side of the coin. 
This idea has not lost its hold, indeed, if 
anything, the contrary, thanks to the fact 
that a great many people have had access 
to wealth in recent years. 

But it is important to note that power 
does not only have an instrumental value 
but is also endowed with glamour. The 
trappings and perquisites of power, 
uniformed sentries, lesplendently dressed 
servants, government cars, telephones, 
PAs, and the hundreds of favour-seekers 
who throng the compounds of ministers 
and the obsequiousness of the favour- 
seekers. all serve to proclaim the magic 
of power. No wonder so many people 
want it. 


Finally, power has emerged as the kqpii- 
miser of all achievement, and indeed, of 
all activity, especially public activity. 
Ministen are asked to open, inaugurate, 
release, preside over, chair and grace all 
kinds of functions—sometimes half the 
cabinet attends a function and those 
ministers who do not oblige the organisers 
are dubbed arrogant. How much of his 
time a minister spends in attending to his 
ministry's affairs and in attending to the 
problems of his constituents and how 
much on ceremonial and public relations 
exercises is a matter deserving serious 
examination. 

A recent and significant development 
IS the coming together of the politician 
and the 'renouncer', or man in ochre 
robes. (The politician is indeed versatile: 
he moves from the company of criminals 
of all kinds at one end to that of godmen 
and sanyasis at the other.) Here, a distinc¬ 
tion needs to be made between different 
kinds of 'renouncers': rcnouncers who 
engage themselves in welfare activities, 
renouncers who are reputed to possess 
'powers’ to effect cures and perform other 
miracles, and finally, pure contcroplatives 
(like the laie Sri Ramakrishna and Ramana 
Maharshi). Those who are engaged in 
welfare activities such as starting schools, 
colleges, hostels, orphanages, hospitals 
and old people's homes need to cultivate 
politicians to obtain grants of land and 
money, and various kinds of permits, even 
favours. Politicians know that it is good ' 
for their image to be seen close to te- 
nouncers, and there is always the hope 
(hat at some point closeness might yield 
votes. 'Godmen’ command large follow¬ 
ings and their support is not only politi¬ 
cally beneficial but provides a shield 
against the insecurities of the high-risk 
profession of politics. Finally, the reclusive 
renouncer is contacted only rarely, for his 
‘blessings’. It is in the Indian tradition that 
the temporal realm acknowledges, though 
only rarely, the supremacy of the siuritual. 

An inevitable result of enhanced oppm- 
tunities for a large number of people and 
the prevalence of acute competition for 
obtaining access to resources such as 
education, employment and a comfor¬ 
table standard of living is the spread of 
stress and stress-related ailments among 
the people. High blood pressure, nervous 
tension, hyperacidity and insomnia aw 
becoming indicators of middle and upper 
class status. When neglected they may ksd 
to inefficiency in work, inability to cope 
with the many demands made on one, a^ 

. in extreme cases, nervous breakdown. Not 
only are there not enough psychiatrists to 
cope with these maladies, but the culture 
of going to psychiatrists and counseihm 


Economic and BoMiical WwUy May S, 1993 


937 



it rioiirfy noi Ihett. Under these circum- 
tuuicet, prayer and meditation, and visits 
to temoto and pilgrima^-wntres ofTer 
tome leKef to people thou^ rationalists 
may scoff at such practices. People in all 
waikt of life consult astrologers, though 
it it likely that the middle and upper 
dastet iKmadays resort to them more than 
the others as their lives are coming under 
increasing strain, (it is not that the lives 
of the poor are stress-free but they also 
have their temples, oracles, amulets, ex¬ 
orcists, and holy men.) Incidentally, con¬ 
sulting astrologers is not peculiar to 
Indians or Asians for that matter. It is 
prevalent in the west too, the Reagans con¬ 
sulted three astrologers. Princess Diana 
has an astrologer and we do not know 
about the other VIPs in the west who con¬ 
sult astrologers. 

While consulting astrologers is wide¬ 
spread in liuiia thm is a reluctance to 
adcnowledgethe fact particularly among 
the educated. Intellectuais do not hesitate 
to pour scorn on astrology though it is not 
certain that they themselves do not con¬ 
sult astrologers when in trouble Politicians 
do not have a monopoly of hypocrisy. 

1 b recapitulate, in discussing changing 
values in India today my approach has 
been that of an empirically-minded 
sociologist. But I am also a citizen, and 
an individual with my own preferences, 
values, if you like. On the institutional 
side, I think that people's movements are 
essential to set right the many ills that in¬ 
fest the body social of which body politic 
is a vital part. People's movements are in¬ 
dispensable to lessm corruption in Indian 
public life, to see that development plans 
do not destroy the emironment, to ensure 
gender equality, to promote decentralisa¬ 
tion of power, and to combat growing 
consumerism. People’s movements are 
needed particularly to leach elected 
represenutives that real power in a 
dmocracy rests with the people, and that 
errant, corrupt or perverse governments 
will not be tolerated. The tendency to 
autocracy is so deep at the state and lower 
levels that periodical elections are not 
enough to curb autocracy. People’s move¬ 
ments might provide the necessary curb 
but they need time to be built up given the 
fact thra the electorate is poor, uneducated 
and local leaders are brilmble: Perhaps in¬ 
stitutions such as recall may be necessary 
to make leaders more responsive to public 
oinnion. 

There is also a need for cutting down 
the role of the government and to en¬ 
courage people to develop their own in¬ 
itiatives. lb this end voluntary associa 
tions need to be encouraged, particularly 


in the execution and monitoring of 
devdopmem and welfare work, (hi the in¬ 
dividual plane; there is need to spread the 
message that happiness consists not in the 
senseless accumulation of goods which 
one can do without but in doing work 
which not only gives money but satisfac¬ 
tion. It is also necessary to realise that 
those who are gifted have xn obligation 
to use their gifts which they have inherited 
and which a favourable environment in 
early years developed, for the good of 
society, for the benefit of those who arc 
weaker, and not for self-aggrandisement 
and self-glorification. Gandhi’s idea of 
trusteeship should not be confined to the 
wealthy but extended to include the gifted. 


INotea 

[This essay is a revised version of the author's 
Surya Prakash Memorial Lecture delivered af 
the Indian Institute of World Culture in 
Bangalore on September 12, 1992.1 thank B V 
Raman for doing me the honour of inviting me 
to deliver the leciure. Thanks are also due to 
V S Punhasaraihy for help in the preparation 
of the lecture and P Ramachandran and 
R Krishna Chandran who have typed patient¬ 
ly several versions of the lecture. I have also to 
acknowledge my indebtedness to the National 
Institute for Advanced Studies. Bangalore, 
where I am the J R D Tata visiting professor, 
for providing me with the leisure and freedom 
to pursue my studies.) 

I “Values are not the same as norms for con¬ 
duct. Norms are rules for behaving: they say 
more or less specifically what should or 
should not be done by particular type of ac¬ 
ton in given circumstances. Values are stan¬ 
dards of desirability that are more nearly in¬ 
dependent of specific situations. The same 
value may be a point of reference for a great 
many specific norms; a particular norm may 
represent the simuluineous application of 
several separable values. Thus the value 
premise of ‘equaiily’ may enter into norms 
for relaiionships between husband and wife, 
brother and brother, teacher and student, and 
so on: on the other hanrl, the iKMm 'a teacher 
must not show favouritism in grading’ may 
in a particular instance inverive the values of 
equality, honesty, humanitariantsm, and 
several others. Values, as standards (criteria) 
for establishing what should be regarded as 
desirable, provide the grounds for accepting 
or rejecting particular norms. Thus achieve¬ 
ment values, stressing active insirumemal ac¬ 
complishment against a standard of ex¬ 
cellence, may be reflected in norms for 
sports, games, occupationaTacliviiies, com - 
munity service, p^iticai life, education, 
science and so on. The same principle holds 
for values considered as desirable t^jecis or 
states; for example; a high positive education 
of ‘freedom’ oi *autliority’ may be one of the 
grouiMls for a great many specific norms in 
various areas of society, culture and per¬ 
sonality. On the other hand, many norms are 
multi-valued, relating simuiiaiieotuly, for ex¬ 


ample to hedonic criteria, considerations of 
effldency, and values of socia] integration. 
A minor but clear case in point might be 
norms of etiquette for social dining” (Robin 
M Williams (Jr), ‘>Mues: The Coi^ of 
y/»iues'm/lUemaiionat Emyck^oidia iff Ihe 
Social Scieners, Vol 16, Macmillan and the 
Free Press. I96g. p 283.) 

2 See Statistical Abstnet qf India. 1987, 
Government of India, Central Statistical 
Oiganisalton, New Delhi, pp S42-43. The 
figure 166 literates out of 1,000 is based on 
figures for India excluding Jammu and 
Kashmir, and NEFA. 

3 See in this connection my On Living in a 
Revolution and Other Essays, Oxford 
University Press, Delhi, 1992. 

4 The Indian parliament has passed two bills, 
nmchayaii Raj and Nagarpalika, providing 
for decentralisation of power to the people. 
IWo Constitution Amendment Bills, 7M 
and 73rd. have been passed, the 72iid 
Amendment providing for decentralisation 
ol power to the rural areas while the 73rd 
Amendment provides for decentralisation of 
power to cities and towns. The bills make it 
mandatory to hold elections to these local 
self-governing bodies. See The Times oj 
India, December 23 and 24, 1992. 

During the last few months, municipal and 
panchayai elections have been held in the 
Punjab, with voter turn out exceeding 60 per 
cent. Elections have also been held suc¬ 
cessfully in Meghalaya, Nagaland, and most 
recently, in Tripura. 

i Attention needs to be drawn in this connec¬ 
tion to the perceptive statement of M Y 
Ghorpade, “The poverty tine today is defined 
in a particular way but the nature of pover¬ 
ty hau undergone a change and is not so 
hopeless and helpless as it used to bcT’ 
(‘Whither Economic Policy and IVrfor- 
mance?’, Rajyotsava Lecture, Institute for 
Social and Economic Change, Bangalore, 
November 23, 1992, p 3.) 

6 In the modern world, viotence within a coun¬ 
try is frequently linked to the tamiftcations 
of international politics, to religious fun- 
daiiicnulism, to drug-irafTicking, mafia 
dons, and to the existence of close links bet¬ 
ween all these factors. In this connection see 
the exedient ankle of Jasjit Singh, ‘Means 
of Terrorism: From llansisior Bombs to 
RDX’ in The Times o/ India, April 3, 1993. 

7 The Report of the Nationol Council of 
Applied Economics Research, New Delhi, 
quoted in R Venkalachary, ‘The Emergenoe 
of a New Middle Class’ in the The Sunday 
Times, November I. 1992, p 14. 

8 See; in this connection, Nupur Basu’s article; 
‘Capitation Fees: Money vs Merit?’ in India 
Abroad, August 21, 1992. p 29. 

9 Moksha, the ultimate value, is far too dis¬ 
tant to be aMe to influence people directly 
but its indirect influence may be seen in such 
activities of the elderly as performing daily 
pUfa and mediuiion at home; visiting 
temples and pilgrimage-centres, perfbrmiiii 
bhii/ans, reading religious literature and 
leading a life-siyk characterised by aileniioa 
to things spiritual and indifreitiioe to things 
material. 
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New Economic Policy and Development of 

Backward Regions 

A Note on Orissa 

K R G Nair 

This note examines the impact of the government ’v new economic policy (NEP) on regional economic develop¬ 
ment with reference to Orissa, one of the least developed states of India. The author discusses the development 
of the economy of Orissa and brings out the causes of Orissa's relative economic backwardness. The likely impact 
of the NEP on the development of a less developed region like Orissa is then examined and the main findings 
are brought together in the concluding part of the note. 


THE process of economic development at 
the national level is seldom regionally 
balanced. Studies by many, including 
Williamson (1965), Nair (1982) and 
Koropeckyj (1972) have shown that na¬ 
tional economic development is usually 
accompanied by increased inter-regional 
disparities, at least in the initial suges. 
The most widely accepted hypothesis 
regarding the pattern of regional change 
during tiK process of nationaly economic 
development is the concentration-cycle 
hypothesis according to which regional 
dkparities increase initially to diminish later 
on as a result, not only of market forces, 
but also of deliberate policy measures to 
reduce these, in response to pressures from 
the less develop^ regions for such 
policies. These policies often consist of 
measures to promote growth in the less 
developed regions and steps alongside to 
see that transfer payments to the less 
developed repons are adequate to ensure 
that the relative level of living of the peo¬ 
ple of the region does not fall too low.' 

A country like India, which ranks the 
I2tst in the world in terms of the quality 
of life that it provides to its people, can 
ill-afford to allow regional disparities to 
increase during the course of national 
economic development.^ But there are 
clear indications in a number of studies, 
including the ones by Nair (1982) and 
Dholakia (1983), that regional disparities 
in India are on the increase. We seem to 
be at the divergent phase of the concent¬ 
ration-cycle hypothais. Deliberate policy 
measures are hence called for. to prevent 
these disparities from increasing further. 

It is also true that India has witnessed 
a gradual change in its economic policies 
during the last twelve years, with there 
being a bunching of such measures in the 
last two years. As pointed out by Sethi 
(1992), the dear tendency underlying these 
is to have greater faith in the efTicacy of 
the market mechanism, in the name of 
competition, govenunent interventioiu in 
the fields of industry and trade are being 
withdrawn. On the grounds of efficient^ 
in terms of proftt maximisation, there is 
a steady erosion of the commanding 
heights of the public sector. In fact, many 
areas, reserved for the puMic sector, are 
being thrown open to the private sector, 
indiiding the MNCs. There are all-round 


attempts to reduce government expendi¬ 
ture with a view to reducing the fiscal, 
deficit with the IMF conditionalities and 
the Dunkel draft more or less definite to 
be adopted, one can certainly expect more 
measures along these lines in the next few 
years. 

In the light of all this, it is worth ex¬ 
amining the impact of the New Economic 
Policy (NEP) of the government of India 
on regional economic development. It is 
meaningful to do so with particular 
regions in mind and since Orissa has been 
found to be one of the least developed 
states of India, attention is focused here 
mostly on Orissa. The study here is split 
into three sections. Section I examines the 
way the economy of Orissa has developed 
in comparison to the other states of India; 
an attempt is also made to bring out the 
possible causes for Orissa’s relative 
economic backwardness. On the basis of 
this, an analysis is carried out in detail in 
Section II of the impact of the NEP on 
the development of the economy of a less 
developed region like Orissa. The main 
findings of the paper are brought together 
in the concluding part. 

I 

Orissa's Relative Economic 
Performance 

The relative level of economic develop¬ 
ment of a stale can be judged by the value 
of the state relative, Ry, in terms of per 
capita net domestic product (ndp), denned 

Y 

as ^ X I®, where Y stands for per 

capita ndp^and subscripts s and n staixl for 
the suue and the nation lespeaively. 1kble 
I gives the values of R^ from 1950-51, the 
earliest year for which per capita ndp data 
are autii^ for Orissa u> 1987-88, the latest 
year from the same poim of view.’ A com¬ 
parison between the initial and the terminal 
years clnrly indicates that Orissa has lost 
its abody low relative eocmomic status, con¬ 
siderably over timn 1b overcome possible 
criticism that one point comparisons mtQr 
be misleading, the table ato gives tte 
average values of IL for the quinquennia 
196045 and I963-8R Tltese vitiues clearly 
suggest that the state of Orissa is losing h$ 
relative economic status over timev though 


the loss is not as pronounced as it appeand 
on the basis of a poinl-uvpoint oompirison. 

In looking for possible reasons for Orisn 
becoming a lagging region, it is necessary, 
at the very outset, to dismiss certaui 
simplistic arguments in this regard. The 
gen^ refrain of these is that thm are cer¬ 
tain built-in and immutable factors whidi 
would necessarily make Orissa’s economy 
lag far behind the economies of other states. 
Such a view can, of course, not be based 
on the abseiKX of natural resource endow¬ 
ments in the state Ibr otw thing, the state 
has no desert or even semi-desert areas, and 
has almost double the percentage of ares 
uiKler forest in comparison to that of Indii 
as a whole R>r another, around IQO pa 
cent of nickel, 90 per cent of chromite^ 33 
per cent of bauxite and dolomite, 17 pa 
cent of iron ore and 10 pa cent of lime¬ 
stone; mitied in India in the 80s came from 
Orissa. Nor would it cut much kx u> ^ 
that the Oriira has, since times immemoriat 
been conspicuous for his lack of eMie 
preneurial acumen. This is apparent if vw 
consida among otha things the sitnph 
historical fact, printed out by many in¬ 
cluding Das (1975), that Kalinga was ona 
a weil-develo^ maritiiiK powa haviiq 
trade relations with many a country in the 
east.* Mote recently, Platining (Dommiaioo 
(1985) and Reserve Bank of India (RBI) 
(1984) found, in Orissa, the highest inien- 
sity of land use in irrigated area and the 
hr^iest numba of private wells energised 
pa l/XX) hectare of na area sown. In Orissa 
atixrng all the eastern states oonsideted. The 
argument that the oate, in its present form, 
caiiK into being only as late as m 1936, can¬ 
not hold much vvata too on this count, il 
we take into account the (act that states fiks 
Kerala and Andhra Pradesh came intc 
being much Ittta. The usual tendency toat- 
tribute the woes of Orissa mainly to the 
weatha, gods sending m cydonat and 
fkxrds, can also not be SMStained if wc bOM 
in mind that states ISe Andhra Pradesh and 
Assam are in no betta boats on this count 
Sufticient evidenoe has been prodtioed by 
many, induding Mhhra and Singh (I9^j 
to disprove the view that the catonca ri 
a large percentage tribal populationcaft 
not, by itsdf, be considered a major cam 
for Orissa’s relative lack of eoonottiit 
devdopment. 

An in-dqxh analysis of (SrumfsaotMO- 
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I the letative lack of agricultural dewiopniem 
I which is inhibiting the overall development 
;; of Orissa’s economy. Qrissa is, actually 
I more piedominamiy agricultural than the 
! Indian economy. While only 29 per cent of 
. Imlia’s net domestic product came from 
^ agriculture proper in 1987 8K, the cor¬ 
responding figure foi Orissa is as high as 
; 43 per cent. Similarly, while according to 
the 1981 census data, the percentage of 
workers engaged in agriculture wa.s 75 per 
cent in Orissa, it was only 67 per cent in 
India. A number of studies, including Nair 
(1982), (1984), Planning Commission (1985) 
and RBI (1984), have, however, shown that 
: there has been neai-deceleration in agricul¬ 
ture in the state, irrespective of whether we 
consider agriculture as a whole or take into 
account only rice, the major crop of Orissa, 
which has 50 per cent of the area under this 
crop. Between the early 50s and the late 70s, 
in mrms of per capita produaion of 28 
major agricultural crops valued at constant 
all-India prices, Orissa’s imik declined from 
4 to 8, with the value of R declining from 
127 to 100. Of the 14 states considered. 
Orissa ranked the second lowest from the 
bottom, otperiencing an antiual growth rale 
in y. of - 0J)4 per cent. It is of course true 
that the area unuer cultivation increased by 
I.2S per cent per annum—the increase being 
. the highest among the states of India and 
double that for India as a whole But, as 
pointed out by Sengupta and Sdasyuk in 
RCCCI (l%7), the savpe for increase in 
. output through increase in area is limited 
in Orissa in view of the extremely low 
percentage of culturable wa.ste—1.6 per 
cent—as compared to 5.6 per cent for India 
as a whole It is thus only through increase 
in yield that there can be sustained agricul¬ 
tural growth in Orissa and the {^rformance 
erf' the state on this count Is nelativdy dismal. 
The state actually has the lowest yield per 
hectare of the 14 states (X>nsiclcfed nor is the 
picture any different if we consider rice 
Both the study by the Planning Commis¬ 
sion (1983) and by RBI (1984) show that the 
share of CMssa in India’s rice output declin¬ 
ed from 12 per cent in 1952:57 to 7 per cent 
in 1978-83. Further while Sdasyuk and 
Sengupta in RGCC (1967) have sires.scd the 
need to increase the yield of rice of Orissa, 
these studies indicate that the exact reverse 
seems to have happened lictween 1971 and 
1981 in Orissa. 

The reasons for this relatively low level 
. of agricultural developmeiu of Orissa in 
comparison with the other slates, are not 
far to seek. Nair (1984) produced con- 
sidenrfiie evidence to prove that at the state 
:level in India, value added in agriculture is 
inversely rdat^ to the per cent of smalt and 
marginal holdings.' Both the official 
Studies have thrown up evidence that 73 per 
cent of the operational holdings in Onssa 
ate small and maivnal and have also stress¬ 
ed the need for changes in i^rarian struc¬ 
ture brought about 1^ fiuthful implemen¬ 
tation of land reforms to improve Orissa’s 
agricuhuial performanoe.*’ There is enough 
fiKtual evidc^ in these two studies to pro- 

P 'lat, besides these institutional impedi- 
ts, the level of agricultural technology 
rissa. is nothing 4o write home about. 
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of India in the percentage of area under 
HYV cereal. The state has an exactly iden¬ 
tical relative position if we consider 
NPK/kg/hectare of gross sown area and 
thfi is nuxle worse by the fact that the input- 
delivery system is almost non-odstent in the 
far-flung tribal areas of the state There is 
further evidence to show that the state uses 
only 28 per cent of its irrigation potential, 
and 5 per cent of its ^und water facility. 
Moreover, on-farm irrigation in the state is 
particularly pour due to non-development 
of canals. On top of it all, many a com¬ 
mittee has stressed even earlier the fact that 
ne'e is grown in areas like the northern 
plateau, the central tableland and the 
eastern ghat region, despite the fact the% 
are not the most suitable areas to grow this 
crop. 

Orissa’s relative economic status is no 
better if we consider the manufacturing 
sector. Despite deliberate attempts to 
remove regional disparities in the develop¬ 
ment of manufacturing industry at least 
since the 70s. even in 1987-88, the percen¬ 
tage share of registered manufacturing in 
ndp stood oiily at 8.4 in Orissa as against 
11.7 for India. Actually value added per 
capita in registered manufacturing in 
Orissa stood at Rs 93 as against Rs 226 
for India.’ Detailed analysis of registered 
manufacturing at the stale level b) Nair 
(1984) has revealed relatively high 
capital—intensity and capital-output ratio 
for t^e state indicating the need to bring 
about better utilisation of capacity in 
registered manufacturing in the state. As 
regards unregistered manufacturing, in 
view of the finding by many including 
Nair (1982) that development of small in¬ 
dustry goes hand in hand with that of 
agriculture, it is hardly surprising that the 
relative position of Orissa is worse in this 
regard. The percentage share of uriregis- 
tered manufacturing in ndp in Orissa is 
only 3.1 as agaiast 8.4 for India. Similar¬ 
ly value added per capita in unregistered 
manufacturing in Orissa was only Rs 36 
in 1987-88 as against Rs 162 for India. 

11 

NEP and Development of Badeward 
Rt^ona 

In the light of these findings about the 
causes of economic backwardness of the 
less developed regions like Orissa, an at¬ 
tempt is now made to analyse the impact 
of the NEP on regional economic develop¬ 
ment. This is done in two stages. Initial¬ 
ly, the impact of the policy on primary ac¬ 
tivities is analysed. An enquiry is then car¬ 
ried out, on the effect of the policy on the 
manufacturing sector. 

As regards agriculture proper, there is 
no clear evidence of the NEP being tenc- 
ficial to the less developed regions. 
Evidence on Orissa clearly suggests the 
need for land reforms to promote agricul¬ 
tural, and hence, economic, development. 
Scitovsky (1985) has, in his detailed study, 
clearly shown that such a view holds true 
even for the “tigers of the east”. Maston 
and Selden (1992) have indicated the 


removal in areas where agriculture is af¬ 
fected by the vt^aries of (he weather and 
Orissa is clearly a typical instance of this 
kind. But the NEP steers ctear of the issue 
and, to this extent, fails to tackle the pro¬ 
blem of the development of the less 
developed r^ioas. if we go on to consider 
the other factors affecting agriculture, no 
clear picture emerges about the possible 
efficacy of the NEP. The current winds 
of change indicate considetaMe reduction 
in fertiliser subsidies and differential 
dower and interest rates for priority sec¬ 
tors and less developed regions. 'Rx the ex¬ 
tent that this continues to happen and 
with the Dunkel draft also likely to be im¬ 
posed on India, the prospects of increa^ 
in fertiliser consumption, irrigation and 
use of HYV as well as of long-term in¬ 
vestment in agriculture, get considerably 
reduced. On the other hand, with the 
MNCs entering the fray, the backward 
linkages of industrial expansion may in¬ 
duce changes in crop-pattern, particular¬ 
ly in favour of inputs for export-oriented 
industrial activities. It is quite likely that 
as a result of such tendencies, other 
primary activities like nsheries and logg¬ 
ing, and mining and quarrying, which are 
already better developed in the state than 
for India as a whole, may develop even 
further.’ But if all this results in just a 
considerable increase in the exports of 
primary products, sustained economic 
development may not come about in the 
long run. Actually Harris (1991) in his 
detailed study of Mexico and Nair (1992) 
in his comparative study of Bihar and 
Nova Scotia have clearly shown that 
export-led ecohomic growth is not sus¬ 
tainable if exports are mainly primary 
products. Further, it should also not be 
forgotten that such a tendency may result 
in the depletion of precious non-renewable 
resources of the state. 

I f we examine the impact on industrial 
development in the less developed regions, 
the NEP seems to cut both ways and no 
definite inferences seem possible There is, 
of course, a good chance that with prirati- 
sation, some inefTidait public sector units 
shed off surplus staff and succeed in 
bringing about better capacity utilisation, 
it should also be noted that the NEP has 
fuiniled a long-standing demand of the 
less developed, resource-rich regions of 
India, for the abolition of the freight 
equalisation policy, which has all along 
been standing in the way of these sutes 
enjoying the comparative advantage due 
to thm as a result of their relatively abun¬ 
dant resource endowments.* AH this, 
coupled with considerahle opening up, 
may help in the setting *up of industrial 
units catering specially to export-oriented 
activities, particularly in the unregistered 
manufacturing sector, this being all the 
more likely if we consider the fact that 
MNCs usuafly go in for considerabie sub¬ 
contracting to smaller units. But the NEP 
has its darker sides too for industrial 
development. The signing of the Dunkel 
draft would be the death-knell of many 
a chemical and pharmaceutioti unit in 
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India. The hike in intettst fates is certain 
to have an unfavourable effect on invest¬ 
ment, particularly in sectors with high 
rapital-intensity. Further, the heavy reduc¬ 
tion in import duties on capital goods is 
likely to expose to stringent competition 
from abroad Indian units, some of which 
may not yet be ready to lace such onslaughts 
often of limit-pricing. Moreover, with 
many recent collaborative agreements in 
the private sector, stipulating the purchase 
of equipment from specific sources, there 
are doubts as to whether the most efficient 
technology would ever get transferred as 
a result of this wholesale liberalisation. 
There is also a fear that under the garb 
of broad-banding, some large units may 
drive out the already existent tiny and 
small ones. 

Ill 

Main Findings 

The analysis here of the impact of the 
NEP on the development of the econo¬ 
mically backward regions of India, with 
panicular reference to Orissa, has brought 
out a number of relevant issues. 

It is clear that from a historical perspec¬ 
tive, India has reached a stage, on the basis 
of internationally observ^ patterns of 
regional changes, among others, William¬ 
son (1965), when inter regional divergence 
starts generating regional pressures for 
deliberate policy measures to develop the 
less economically developed regions. From 
the political angle too, the time seems ripe 
for such pressures to become effective, 
since most of the less developed stales, 
now ruled by parties other than the one 
at the centre, are likely to raise their voices 
a little louder at the National Develop¬ 
ment Council meetings, for special atten¬ 
tion to them."’ But while historically and 
politically, the time seems opportune for 
deliberate policy measures to reduce 
regional disparities, it is a pity that as a 
result of the NEP, the economic thinking 
has undergone a volte-face with near-total 
faith in the efilcacy of the market mecha¬ 
nism and with the natural corollary that 
any interventionist policy is very much 
frowned upon. But regional development 
experience the world over clearly indicates 
that market mechanism per se cannot 
deliver the goods in terms of more r^io- 
nally balanced economic development. 

A detailed study of Orissa has clearly 
revealed that in regions like Orissa, agri- 


Tabie 1; State Relatives, Ry. for Orissa, 
1950-51 ID I987-M 


S No 

Ybar/lfears 


1 

1950-51 

79 

2 

1960-65 

79 

3 

1983-88 

72 

4 

1987-88 

68 


Source: The values for 1950-SI is taken from 
Nair (1982) and the test of the values 
nave been calculated from CSO (1991). 


cultural development» a sine qm non for 
wonomic development and that hon- 
implemcntation of land reforms is a 
major obstacle in the way of agricultural 
development. The NEP stwrs clear of this 
important issue and the impact of the 
NEP on the other factors affecting agri¬ 
cultural de^lo^nnent seems, on the wholcv 
to go against sustained development of 
Orissa’.s economy. As regards industrial 
development, no definite infetences seem 
possible since the NEP appears to be a 
double-edged weapon, cutting both ways 
on this count. But if international 
development experience is any gui<^ mere 
opening up cannot lead to industrial 
developinent of the less developed and 
predominantly primary-producing 
regions, and deliberate policy measures are 
called for to achieve this aim." 


Notes 
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1 For a discussion of these policies, see among 
others, Hansen (1974). 

2 The ranking is on the basis of an index 
which combines life expectancy, education 
and income purchasing power. The index 
has been brought out by the United Nations 
in its Human Development Report, 1992. 

5 For derails regarding data see; Nair (1982), 
from which 1950-51 value has been taken. 
Data for other years are from Centra) 
Statistical Organisation (1991). 

4 li was so well-developed that it finds a men¬ 
tion even in ancient epics. It is the only place 
where indo-Aryan architecture flourished 
in its purest form. It is also the seat of 
Brahminic Hinduism. 

5 Of the ten multiple regression equations 
tried by Nair (1984) to explain inter-state 
disparities in value added in agriculture, the 
best in terms of the value of R' and the 
.significance cf coefficients is 

-- 5.04 - 0.27 D, 0.35 T, 

(8 69) (0.06) (0.07) 

!0 58] (-4.93) 14.88]. 

where Y^, O. and T^ stand for value add¬ 
ed in agriculture, per cent of small and 
marginal holdings and cropping intensity 
respectively The round and square brackets 
indicate standard errors and t-values tespec- 
iively. Both the coefficients are significant 
at f per cent level on the basis of Ihc Iwo- 
lailcd i-iest and R^ equals 0.70, there be¬ 
ing no significant correlation between the 
two independent variables. 

6 A .similar finding also emerges from a 
detailed disirictwise analysis of agricultural 
productivity in Orissa Kumar (1992). 

7 All these are at 1980-81 prices. 

8 The percentage share in ndp of fishing, 
forestry and logging and mining and quar¬ 
rying are 1.8, 2.1 and 3.6 respectively, for 
Orissa, white the corresponding figures for 
India arc only 0.7,1.8 and 1.8 respectively, 
in 1987-88. 

9 FbranexceileniapasitkMiofthisaigumrmt, 
see, among others, Sinha (1973). 

10 Fbrmeriy, because of the one-party rule all¬ 
round and with that parly m thk past being 
a simple family-hegemony, the National 


Devdopmem Council had become a mete ' 
rubber-stamp. 

il See, among whers, Nair (1992). 
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DISCUSSION 


Indian Economy at the Crossroads 

Manu Shroff 


DEEPAK NAYYAR (‘Indian Economy a( 
the Crossroads: Illusions and Realities', 
EPIV, April 10, 1993) raises a number of 
issues about the economic policy reforms 
which require further discussion. Nayyar 
himself has, with characteristic modesty, 
described his lecture as providing “a modest 
beginning for a meaningful debate, which 
is essential at this critical juncture in our 
economy”, in what follows, I propose to 
show that the conclusions which Nayyar has 
drawn do not follow from the evidence he 
has cited about the impact of the policy 
reform in India or indeed from the experi- 
ence'of other countries which had embarked 
on similar reforms. At best, Nayyar succeeds 
only in pointing to the risks which are in¬ 
herent in any major and wide-ranging 
reform. He has, however, been unable to 
assign any probability to the prospect or 
failure. And yet all through the lecture there 
seems to be an implicit assumption that the 
new policies will fail. Nayyar is careful in 
his expression of doubt. Each individual 
remark is made with appropriate caveats. 
But the overall thrust of the argument is that 
the country is on the brink of disaster. 

His concluding remarks illustrate this 
point quite well. It is stated: 

For the path we have chosen at the crossroads 
needs careful consideration and substantial 
correctives. The implications are serious and 
the consequences /nay be far-reaching... 1/ 
things go wrong, we could end up globalis¬ 
ing prices without globalising incomes. In the 
process, a narrow segment of our population 
may be integrated with the world economy 
but a large proportion of our population may 
be marginalise even further. Should this 
happen, and I sincerely hope that it does not, 
the grand illusions of a few may indeed be 
transformed into harsh realities in our socie¬ 
ty. (Emphasis added.) 

What if ‘things do not go wrong*? Why is 
it assumed that the policy-makers will not 
be able to give “careful consitteration” or to 
adopt “substantial correctives”? The main 
propositions of Nayyar can be summarised 
as follows: 

(1) The origin of the 1991 crisis lies in the 
large and persistent macro-economic 
imbalances in tiK 1980s, accentuated by 
the Gulf crisis. 

(2) The crisis was not due to “misplaced 
strategy of development” since the 
mid-SC^ 

(3) Government has responded by adop¬ 
ting the strategy of stabilisation, whi^ 
attacks the demand side of the problem 
and structural adjustment which aims 
primarily at the supply side. 


(4) If everything goes right, this will take 
at least thrw years to complete. But 
things arc beginning to go wrong. 

(5) The problem of transition arises 
because the speed of adjustment on the 
demand side is faster than that on the 
supply side. 

(6) Stabilisation has not worked; inflation 
rate, on average basis, has not come 
down as much as is claimed; balance 
of payments is no longer precarious but 
the improvement may not be sustaina¬ 
ble in the long run. 

(7) The quality of fiscal adjustment is 
poor; it squeezes public investment and 
will hurt medium-term prospects. 

(8) Structural reform is hesitant. No exit 
policy has yet been formulated. There 
is inaitequate deregulation of the Tinan- 
cial sector. Public sector reform has not 
addressed the problem of productivity 
and efficiency, etc 

(9) The assumptions implicit in the 
strategy are: (i) markM mechanism 
would be a substitute for state interven¬ 
tion; (ii) private investment a substitute 
for public; (iii) imports of technology 
are a substitute for domestic techno¬ 
logy; and (iv) agriculture does not 
matter. 

(10) Reform is sustainable only if (a) changes 
are accepuble to “the pdity and socie¬ 
ty”; and (b) the pace of chimge can be 
absorbed by the economy. 

(11) Sequencing could be better. To quote: 
“In a situation of deep disequilibrium, 
macro-economic stabilisation and 
structural reform or adjustment should 
not be simultaneous events. In my judg¬ 
ment, stabilisation must restore a 
semblance of equilibrium in the eco¬ 
nomy before policy reform is used to 
re-structure the economy!* 

I propose to deal with each of these pro¬ 
positions seriatim. Nayyar (1) is by now 
generally accepted although one is tempted 
to recall that not too long ago it was quite 
fashionable among some economists to 
ai^ue that a progressive step-up in invest¬ 
ment was far more important than macro- 
balance and that deficit financing had a 
positive role to play. The author fads to note 
that the ‘profligacy’ of givernment expen¬ 
ditures in the 1980s is a direct descendent 
of such a belief (which incidentally was 
associated with the strategy of development 
adopted in the mid-SOs. 

Nayyar (2). however, disclaims any con¬ 
nection between tiM crisis of 1991 and the 
strate^ of planning adopted since the 


SOs—a strategy which relied on discretionary 
controls and centralised planning in an 
economy sheltered from foreign competition 
and with a large role for the public sectoi. 
The disclaimer is not discussed in detail 
except by way of general comments on the 
nature of state intervention in economic life. 
But the conclusion which is drawn there is 
that ‘it is the nature and the form of state 
intervention that matters”. This is unques¬ 
tionable. And it is possible to show, as will 
be done shortly, that tiuit is precisely what 
the reform is about. There is no warrant for 
the conclusion, even if it is described as a 
caricature, that "We appear to have moved 
from a widespread belief, prevalent in the 
l9S0s, that the state could do nothing wrong 
to a gathering conviction, fashioiraUe in the 
1990$, that the state can do nothing right”. 
What Nayyar has failed to highlight is the 
gathering conviction that the nature of the 
state itself has changed a great deal and that 
it is important, in that context, to plan 
greater rdiance on impersonal market forces 
rather than on discretionary controis. True, 
it is necessary to get “state intervention 
right”. It is also important to ensure; through 
the political process which can itself be 
generated through economic reform, that the 
organs of the state function in larger (lublic 
interest and are not reduced to become the 
playthings of criminalised politics. The 
nature and extent of state intervention 
depends as much on one’s perception of the 
state as on the capability of the hiarkel to 
deliver. The dilemma is acute; But to con¬ 
tinue to harp on the state at a major driving 
force in economic development is to ignore 
altogether the kstons of Indian potttkal and 
economic experience since the I9S0B. 

Nayyar does not argue for reverting to the 
strategies of the SOs, even though he it not 
prepared to blame the economic crisis oq it. 
In fact his major criticism of the structural 
adjustment p^icies seems to be that they 
have not gone far enough. This is precisely 
what Nayyar (8) adds up tO; 

Coming now to Nayyar (3-d), (hese pro¬ 
positions point to the beginning of failure 
of the poU^ reform. But the evidence is thin. 
Ikke the inflation rate; Even tm an annual 
average basis it has come down from 13.7 
per cent to lU per cent, bated i» data up 
to December dt^ by Nayyar mid ro 10 per 
cent based on trends till March 1993. The 
detailed analysis of price trends given in the 
Economic Survey for 19I&-93 (inflatioa is 
analysed up, down and tideways!) ieavet lit> 
tte doubt about the deceleration in inllatitMi 
rate It the dedine largely due to the toad 
monsoon, at Nayyar aigues? The nonsoao 
of 1992-93 was better aUhough the total ndo*. 
fall received during the south-west mon aooo 
was of the same Older at in 1991. ProvUiMiai 
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ctola (how • sifnificant increase in agrkul- 
lumi production and this, no doubt, was a 
factor in the softening of prices. But a 
comparison with the exp^jrience in previous 
good years (e g. 1990-91) shows that de¬ 
mand management has contributed a great 
deal to the decline in the inflation rate in 
1992-93. 

Or, take the balance of payments; Nayyar 
argues that the increase in foreign exchange 
reserves is due to the once-for-all capital 
inflows in the form of borrowing from 
multilateral financial institutions and 
amnesty schemes and that exports remain 
sluggish. Maybe the response of exports to 
the new policies has been slow; but Nayyar 
carefully avoids mentioning even in passing 
that the poor overall rate of growth of ex¬ 
ports in 1992-93 hides the massive decline 
of over 60 per cent in exports to the rupee 
payment area and that expons to the general 
currency area have gone up by 10.5 per cent 
in a year in which the world trade increased 
by only 4 to 4.5 per cent. The increase of 
11.5 per cent compares with that of 7.3 per 
cent in 1991-92 and II per cent in 1990-91. 
Our exports to the general currency area 
alone are now higher than the total exports 
in 1988-89 by 28 per cent. (All these figures 
are in dollar terms.) It is not yet well ap¬ 
preciated that the share of what was once 
rupee payment area in our exports has now 
fallen to less than 5 per cent (from 20 per 
cent only a few years ago). Percentage rates 
of change in total exports thus do not cor¬ 
rectly reflect the contribution that export 
growth is making to foreign currency 
earnings. 

Nayyar’s text was prepared before the 
Budget for 1993-94. The measures taken 
since then have further strengthened the pro¬ 
spects for growth. The rupee has held up well 
after the unificatitm of the exchange rate. 
When comparison is made with the experi¬ 
ence of other oountries in the first two years 
of adjustment, the Indian economy can be 
said to have come out a lot better. 

What is stated above shows that it is pre¬ 
mature to think that ihings-are beginning to 
go wrong. Sure enough, as Nayyar rightly 
states, it will take at least three years to com¬ 
plete the refmms and many more perhaps 
to get positive results. Meanwhile the pro¬ 
blems of tiansitimi are acute and Nayyar (5) 
is clearly the crux of the problem. In the 
various scenarios of transition Nayyar 
describes, he does not take adequate account 
of the potential of foreign trade coming to 
our rescue The comfortable foreign ex¬ 
change reserves position and the possibility 
of getting additional capital inflows through 
foreign equity and borrowing have placed 
;the poUcy-midters in a good position to 
counter inflation through imports if need 
arises (as the government did in 1991 when 
food imports were authorised). Nayyar’s 
scenarios are ail one-sided. There is another 
side to each of them which would spell 
reasonable success for the programme: 


There is, however, a distinct reason why 
Nayyar seems to have chosen to describe only 
the risk and not the potential reward of the 
reform package. And this comes to the foie 
in his diKussion of the medium-term. 
Nayyar (7) sums up the main botre of con¬ 
tention. Demand management yes; but not 
by curtailing investment or expenditure on 
soci^ infrastructure. The rich are being let 
off lightly and the poor (who are supposed 
to benefit from public expenditure on social 
infrastructure) will suffer. It is implicitly 
assumed that public investment is tire engine 
of growth. It may have been so in the past, 
especially during the period when private 
investment tended to be complementary to 
public investment. But it need no longer be 
so Ihke power. Does anyone seriously think 
that the way to relieve the power shortage 
is through the same route as we have follow¬ 
ed in the past—viz, budgetary subventions 
to highly mismanaged state electricity 
boards? There is a whole host of issues 
about the policies necessary to induce 
massive private investment in the power sec¬ 
tor which need to be addressed. Similarly, 
about social infrastructure, mainly health 
and education and the anti-poverty pro¬ 
grammes. In all these it is more important 
to improve the efficacy and ‘productivity* of 
public expenditures than to make larger 
budgetary provisions. In any event the 
1993-94 budget has provided some correc¬ 
tives—perhaps too liberally, given the need 
to keep tight control cm aggregate demand. 
The saving grace is that the bulk of the in¬ 
crease in public investment in 1993-94 will 
come from the resources to be mobilised by 
the public enterprises themselves. The fear 
that this will lead to periodic hikes in the 
prices of their products is real. But at some 
point, it will become a self-defeating exer¬ 
cise and thw will then have toshow real per¬ 
formance tfnie able to raise resources from 
the market. But all this is by the way. The 
main point is that Nayyar (7) represents a 
stereotype reaction: atiy growthoriemed pobey 
must ^ criticised on the ground of its possi- 
Ue failures on the equity fronti Thai comple¬ 
mentarity could exist is not recognised, 
despite the experience of a number of coun¬ 
tries, e g, Malaysia, Indonesia, Thailand and 
China in reducing the poverty proportions 
along with growth-oriented policies. 

Enough has been said to show that 
Nayyar (9) is an exaggeratioa There are no 
such implicit assumptions. What is sought 
to be done is to dismantle the framework of 
discretionary controls and give a free play 
both to public and private enterprises. True; 
neither should have any claim to monopoly 
barring a few nceptions in the public sector. 
What is being given up is not faith in the 
public sector but the reservation of activities 
for it on purely ideological grounds. Smiiar- 
ly. the reservation of the domestic market 
for Indian enterprises is also being slowly 
given up. These propositions are quite 
different from Nayyar (9). 


I diall not comment on issua of tech¬ 
nology, or agriculture separately. Clearly 
some policy in r^rd to each is necessary. 
But tte reform cannot be said to ignore 
agriculture altogether. WIretber it is fiscal 
policy or foreign tratte policy, there are im¬ 
plications for agriculture which have dear¬ 
ly been taken into account and will, as 
Nayyar points out, have repeicussions in 
agriralture It it surprising that in the name 
of promoting pmductivUy in agrfcultuie. 
Nayyar should be concerned about the 
reduction in regressive (at least non-pro- 
giessive) subsidies on fertilisers which make 
no distinction betwwn the poor and the rich 
farmers thus resulting in a disproportionate 
benefit to the rich who no doubt can afford 
to make much greater use of fertilisers. And 
having done so. he still talks about the new 
policies accentuating inequalities in 
agriculture! 

Nayyar (10) is non-controversial except 
that the context suggests the author’s belief 
that the reforms are not so acceptable. So 
far at any rate there has been no howl. 
Almost all the political parties (the CPl-M 
included) have been against the so-called 
licence-permit raj. The issues relating to the 
role of the public sector and foreign invest¬ 
ment arouse differences of opinion, but there 
is a broad consensus that enterprise must be 
promoted through efficiency-driven means 
(e g, competition) and that public enterprises 
should have much greater autonomy than 
they have enjoyed in the past. No party 
wants theecoiKMny tobeclo^ to the world, 
even if each may have its own perception of 
the pace of change. 

Nayyar (II) raises an important issue of 
sequencing. Unfortunately, the author has 
not fully argued the case for completion of 
stabilisation before embarking on structural 
reforms. He seems to rely primarily on the 
difficulties that arise due to the multiplici¬ 
ty of objectives and time horizons. He fails 
to recognise, however, that the slow response 
on the supply side, observed by him, would 
argue for the structural chrmges to have a 
lead time and thus come ahead of other 
reforms. Since this is not possible because 
structural reforms do not seem to work in 
the tdrsence of macro-ecorxNnk adjustment, 
a simultaneous attack on both the fronts 
becomes necessary. Nayyar’s tirade against 
the multilateral institutirms, in this context, 
seems to be out of place and may well be 
construed as a cover for the weakness in the 
case he tries to make for a particular kind 
of sequencing. 

In sum, Nayyaris paper represents a class 
of econrunic tanking in the country which 
might be characterised as ideology-driven 
pessimism. The proponents of reform need 
have no illuskm that things will always turn 
out to be right. By the same token, unless 
one assettt that adjustmetu necessarUyham 
‘the many’, the contrast between ‘the illu¬ 
sions of a few* and the ‘harsh realities for 
the many’ carries little meaning. 
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Bankrupting the Power Sector 

The government’s new policies for the power sector will see the 
power tariff go up by at least three times, the destruction of the 
country’s power equipment industry and a huge drain on 
the national exchequer. 955 


Literacy and Social Change 

The literacy campaign, because of its people’s movement 
approach, has enabled the.human resources within the folk \ 
traditions of the people to acquire a wider regional legitimacy 
and has provided them a direction through messages of relevant 
developmental communication. What arc the larger implications 
of the campaign style of cultural mobilisation for literacy in 
terms of its capacity to create a learning society’ that would 
not only sustain and enhance literacy but also ensure more 
equitous economic entitlements? 981 


Sinking Economy 

The Russian economy is 
indisputably in very bad shape 
In the western media, Yeltsin’s 
opponents are dubbed as 
’hardliners*, ‘right-wing’, 
‘anti-democratic’, ‘communists’ 
and ‘nationalists’ who wish to 
return to the bad old days of 
an over-centra!i$ed command 
economy. But what light do the 
ongoing debates within Russia 
throw on who are responsible 
for the economic crisis and 
their culpability? 995 

No Panacea 

Different economies with 
different institutional 
relationships and varying lines 
of causality in their economic 
systems requite different 
approaches to stabflisation and 
structural reform. A case-by-case 
approach is required with no 
preconMived bias in favour 
of liberalisation. 990 

Secular Agenda 

In place of the obsessive concern 
with the communal politics of 
manifestly communal parties, 
secular discourse in India today 
needs to be anchored to the 
primary concerns of political 
science around the nature of 
the state in a plural society 
and. more specifically liberal 
democracy as a structural 
imperative of India’s 
territorial integrity. 968 


Danger Clause 

By seeking to hold the accused 
guilty unless they can prove their 
innocence in cases of process 
patents, the Dunkel Draft stands 
accepted precepts of legal 
justice and human rights on 
their head. 9S8 

Health Care 

Rural-urban and inter-regional 
disparities in the provision of 
health services have not 
received the attention they 
deserve in studies on 
health care planning. 963 

Lawless 

Most women workers are in 
the unorganised sector where 
even such labour laws as 
exist are not enforced. 962 

Crack'Down 

The Gujarat government has 
unleashed a systematic campaign 
to intimidate and silence the 
protest movement against the 
Narmada project. 961 

MP for Fhtna 

The people of Fatiu may finally 
have their representative in the 
Lok Sabha after a gap of two 
years. Always a prestigious seat, 
the by-election has acquired 
added agnificance this 
time. 959 














LETTERS TO EDITOR 


Aurangabad Aircrash 

THE crash of the lA flight on April 26 
in Aurangabad underscores the negligence 
and callousness with which government 
utilities arc functioning. Aurangabad is an 
important airport drawing a lot of tourist 
traffic due to the Ajanta and Ellora caves. 
It is also an imprrrtant industrial centre. 
It is not a tiny, oui'Or-thc-world airport, 
which should be lacking in infrastructural 
facilities. Yet, a major accident has taken 
place. 

The fact that the primary cause of the 
accident has been that the wheels of the 
aeroplane hit a lorry, which was parked 
outside on the road near the airport, is in¬ 
deed preposterous. Why did the plane not 
rise high enough in the early stages? Why 
is a 19-year old plane yet in use? Were the 
engines powerful enough? How was a 
lorry parked ju.st outside the airport on 
the road? These are questions which the 
enquiry will address itself to. But a layman 
like me is appalled by the fact that a major 
accident has taken place due to the plane 
wheels hitting a lorry parked outside an 
important airport like Aurangabad. The 
fares of air ii,iv'*l increase every year, but 
safety norms are being diluted without 
any regard to passenger^ lives. 

It is a matter of shame that in our coun¬ 
try we treat accidents and safety precau¬ 
tions so callously and cavalierly. We 
disperse a few lakhs of rupees to the 
families of those who pass away and close 
the chapter. The human tragedy and 
trauma of the survivors and the families 
of the deceased docs not seem to matter 
at all in our country. I have lost two valued 
friends and oollcagucs in this crash. 

A number of enquiries take place 
whenever there is a major air or train ac¬ 
cident, but the reports are never made 
fully available to the public. Moreover, no 
action ^.cms to be ever taken against those 
who are responsible for the mishaps. It is 
lime that criminal action is initiated 
against tho.se who are responsible for 
neglecting safety norms, etc For example, 
in the Aurangabad crash case, the con¬ 
cerned officials who were connected with 
the take-off of the flight and the persons 
who designed the airport with the road 
next to it where the lorry was parked must 
face criminal charges. People who work 
for utility departments must be penalised, 
if they cause any harm to persons due to 
professional negligence and incompetence 

Moreover, it is also time that the con¬ 
versations recorded in the black box arc 
made public in future. The public has a 
right to know the conversations/details of 
the last few minutes in an aircraft. I was 
once told by a friend of mine who had 
heard some of ihe conversations and 
recordings that if one hears Ihe discus¬ 
sions taped in the black box, one would 


never travel in an aeroplane in India. The 
public in this country has a right to know 
all the information pertaining to the ac¬ 
cident. This is one of the ways to ensure 
that those who are in charge of such ser¬ 
vices handle them professionally. 

Rajlndra K Anlja 

Bombay 

Movement against 
Alcohol 

ALL liquor shops in Gadchiroli district 
were closed down on March 29 effectively 
putting stop to the annual alcohol trade 
of Rs 200 million. Our first response to 
the widespread problem of alcoholism in 
Gadchiroli in 1986, was medical de¬ 
addiction. In one year 20 men were 
de-addicted of whom IS relapsed into 
addiction. And there were thousands of 
addicts in the district. Obviously the 
medical approach was extremely inade¬ 
quate. So we decided to turn to the people 
for a solution. A social model to control 
the availability and coasumption of 
alcohol in the villages emerged. Very 
rapidly the small public health work 
be^me a massive ‘liberation from liquor’ 
movement which, in 1988, placed two 
demands before the state government; (I) 
Stop the trade of alcohol in the district 
by cancelling the licences; (2) Allow the 
village to control alcohol. 

in the last five years 600 villages, 334 
organisations and 40,000 people in Gad¬ 
chiroli district participated in the move¬ 
ment forcing the state government to 
declare the district dry from October 2 last 
year. A slay order from the high court 
prevented the government from imple¬ 
menting the ‘prohibition’. But, in a gather¬ 
ing of 10,000 representatives from 300 
villages, the movement launched a pro¬ 
gramme of people’s liberation from liquor. 
In the subsequent six months 200 villages 
put an effective community ban on the 
consumption and sale of alcohol using a 


wide variety of creative social and political 
techniques. Thus people have taken con¬ 
trol of their lives with regard to an issue 
they considered very vital. 

After a legal battle of six months the 
high court Finally declared the prohibition 
order valid resulting in closure of the 
licensed alcohol shops in the district. One 
goal has been achieved. The movement 
will now concentrate on the community 
control of alcohol, on preventive educa¬ 
tion of individuals vulnerable to alcohol 
and on providing de-addiction services to 
the addicts. The movement has already 
spread to the adjacent Chandrapur 
district. Women in Andhra Pradesh have 
successfully forced the slate government 
to declare prohibition. The tide is deFinite- 
ly turning against alcohol in India. This 
heralds the emergence of a new frontier 
of public health and action, action against 
alcohol. 

Abhay Banc; 

Organisation for Liberation 
from Liquor, 

Gadchiroli. 

Indigenous Film-Making 

WE would like to draw your attention to 
Ihe Amerindian and Arctic Peoples’ Film 
Project. This collection consists of some 
SO outstanding dcKumentaries and feature 
films, .some of which have been made by 
indigenous film-makers from Latin 
America and Siberia. We would be pleas¬ 
ed if you could draw the attention of your 
readers to the availability of these Films. 
Obviously the films arc of particular in¬ 
terest for programming in the context of 
the UN Year of the World’s Indigenous 
People They can also serve as resource 
materials for educational programmes. 

Leonard Henny 
Centre for International 
Media Research, 

Utrecht, 

The Netherlands. 
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Prejudice to the Fore? 


T he government is in for a surprise: the first niajo: 

initiative for privatisation in the industrial sector—the 
dismantling of public ownership in the Indian Iron and Steel 
Company—is inoving to be anything but easy. It all started 
out as an exercise in modernisation. IISCO has been over 
the years a sick unit, rendered sick by private enterprise which 
had a long history of being at the receiving end of coddling 
in the post-independence yeare by both the authorities in New 
Delhi and the vibrld Bank. The authorities were finally com¬ 
pelled to take it over from incompetent private management. 
This major ingot-and-structurals-producing unit could 
survive in competition, such was then the received wisdom, 
only if its technology and product-mix were thoroughly 
overhauled. During Rajiv Gandhi’s prime ministerial tenure; 
even as whiffs of the ideology of globalisation began to drift 
in, proposals for re-buiiding IISCO with indigenously 
develop^ technology began to be spurned An NRI with 
Calcutta connections, whose family firm was much in the 
news in the sixties for reportedly shady d»ls in iron and steel 
products following partial decontrol of the pricing and 
distribution of these items, had for some while held on-and- 
off discussions on a posable role in IISCO modernisation. 
He faded aw^ soon, and negotiations vmre entered into with 
a Japanese consortium. The deal about to be struck with 
the latter was the subiect of intense criticism at that time. 
The total package, it was alleged, was excessively high-priced; 
a public sector bureaucrat, then very high up in the govern¬ 
ment’s advisory hierarchy and of late exposed as a buccaneer¬ 
ing participant in the scam, was the patron-saint of the 
Japanese d^ there was also a story afloat about how Rajiv 
Oandhi had railroaded the proposal in the cabinet without 
giving an opportunity to any of his colleagues to raise ques¬ 
tions apropos of the soundness of the contract propos^ to 
be signed with the Japanese party. What ,was noteworthy 
though was that it was still a programme ot modernisation 
within the ambit of the public sector. 

The electoral defeat suffered by the Congressfl) in 1989 
led to the death of the proposal for a contractual tie-up with 
the Japanese consortium. Nothing of significance happened 
during the very brief Janata intenegmun. The issue of IISCO 
revival has however been back in the news during the past 
couple of years but with an important shift in the details of 
the modernisation envisaged. The earlier proposal of linking 
modernisation with globalisation has not been discarded, but 
‘the catalysis is now assumed to take place through a change 
in equity arrangements: privatisation is the third basic inter¬ 
link^ item in the agenda. The reason for selecting IlSCQ, 
•nd nM any of the Hindustan Steel units which too are not 
doing particularly well, for the privatisation experiment, is 
not altogether ob^te. IISCX) was once in the private sector. 


and it was perhaps considered logical to return it to the 
private sector; the sense of outrage at the mauling of the 
public sector in steel, once regarded as constituting the 
centrepiece of the dream of the State occupying the com¬ 
manding heights of the economy, would ther^ be somewhat 
less strident. 

It has not quite worked out that way. An official commit¬ 
tee has gone de novo into the question of modernising liSCO 
It has strongly recommended that Mukand Iron and Steel 
be entrusted with the job, and, in order to make that possible; 
the equity of the company be suitably restructured. The com¬ 
mittee has claimed to have made us recommendations on 
severely technical grounds. It is however well known that in 
the case of committees of this nature, the outcome of the 
deliberations is a bit of a formality, and it becomes the 
committee’s responsibility to supply the rationale for what 
the government wants. At the same time, the steel ministry’s 
hands have been strengthened by the reported concurrence 
of the West Bengal chief minister with tlte government of 
India’s suggestion to make a gift of IlSuO to Mukand. 

Irrespective of whether party ideologues do or do not find 
a place these days in the list of Jyoti Basu’s advisers on in¬ 
dustrial matters, the Centre of Indian TIade Uraons does not 
obviously relish the prospect of Mukand making an entry 
at Bumpur. It has taken the lead to gather all tlie trade union 
organisations under one umbrella so as to resist attempts to 
put the imprimatur of approval on the offlctal blueprint for 
IlSCO’s privatisation-cum-modemisation. In the view of the 
trade unions, the issue of modernisation needs to be delinked 
from the government’s overall programme of public sector 
disinvestment. They are equally determined that the Steel 
Authority of India be asked to take charge of the IISCO 
renewal. 

It is indeed some sight for the gods, with the government 
taking the lead to cast doubts on the technical competence 
of Its own baby, SAIL, to assume responsiNlity for the IISCO 
modernisation. It cannot however afford to go too far with 
the demolition of the reputation till now enjoyed by Indian 
steel technologists. The ministry of steel has therefore found 
it convenient to pass the buck to the ministry of finance The 
immediate allocation of Rs 3,000 crore for lISCO’s moder¬ 
nisation and further allocations that would be needed in the 
Eighth Plan period, the ministry of finance has given its 
verdict, would not be available from government coffers; it 
is Mukand or bust. 

Left MPs and trade union leaders have discussed the 
matter with the Tinance minister, whose response has been 
remarkably negative; he had no funds to spare during the 
first phase of the IISCX) revival, he could not guarantee 
allocations in the Eighth Plan either; as regards arranging 
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accommodation from other sources, he 
informed the trade union leaders that 
public nnanciai institutions would not 
touch IlSCO or SAIL with a barge pole, 
and he. the finance minister, was not going 
to lobby with them on lISCO’s behalf 
unless It was privatised; if SAIL wanted 
to post its claim to modernise IISCO, it 
was free to do so with its own funds. 

Several questions arise. If the govern 
meni docs ntii have the sum of Rs S.tXK) 
crore to spare immediately foi IISCO, it 
is absurd to think that Mukand would 
pos.sess such funds Should the latter take 
over the unit, it would have to raise the 
necessary resources from the market, and 
overwhelmingly from the public financial 
institutions presided over by the mini.stry 
of finance. At that stage, the finance 
minister would obviously put pressure on 
the institutions to cough up (he money 
Mukand needs. Mukand has till now been 
a relatively small-time operator in the 
fabrication of steel senii-struciurals, and 
there is no a priori reason, as far as tech¬ 
nical constderalioiis go, for institutions 
like IDBI or ICrlCl or 1. iC or U11 prefer¬ 
ring this private concern to SAIL, unless 
it be lor ideological reasons or unless their 
arms are twisted by the finance mini.>icr 
Mukand inigN of course try to raise some 
funds from extcTn*' sources; however, 
foreign parties — includii:,. • '.-n tfie Wot Id 
Bank and its affiliates -arc usuallv m the 
habit of insisting on the country govern 
ment's guarantee before they would agree 
to provide accommodation ol this nature. 
Because it is Mukand - a private unit- 
the finance minister would perhaps be ex¬ 
ceedingly happy to furnish the necessary 
guarantee. 

it is thus dogma -epitomising pre¬ 
judice against the public sector--which is 
running riot, and not technical concerns. 
But arc the authoiitics conlidcnt of hav¬ 
ing assessed correctly the ground realities? 
Are they all sanguine that they would 
be able to break the back ol workers’ 
resistance to the Mukand take-over? 
Ocvelopmeiits in the coining mouths will 
be exceedingly (mcrc.vimg to watch, with 
Wot Id Bank-lMl- funci onaries breathing 
down the govcrnmeui’s neck and the 
simultaneous compulsion of keeping 
organised labour in moderately good 
humour in view ol the neat-proximiiy of 
democratic elections. 

PUBl IC DISTRIBUTION SySTI M 

INot for ihe Poor 

IN regard to itie public distribution system 
(PDS) for foodgrains, the government is 
being pulled in opposite directions. Or, Ihe 
one hand, the stabilisation and structural 
adjustment programmes of the IMF and 


the world isanK can tor reduction oi 
subsidies, including those on sale of 
foodgrains through the PDS, as part of 
fiscal compression. Reduction of bud- 
geury subsidies and winding down of the 
government’s involvement in the purchase 
and distribution of foodgrains are also 
being insisted upon by these bodies on 
ideological grounds. On the other hand, 
there is the ridi and middle peasant lobby 
whose interest the government has to 
safeguard for electoral reasons. In fact it 
would not be far from the truth to say that 
the principal rationale for the PDS, as fai 
as the government is concerned, is Ihe 
need to provide price support to this 
section of fanners through government 
purchases of foodgrains. 

There is more than a touch of make- 
believe, therefere, about the elaborate con¬ 
cern being exhibited in official circles 
currently over improved targeting of the 
PDS. The government has even appointed 
a committee consisting of the food and 
civil supplies ministers of three states 
(Tamil Nadu, West Bengal and Haryana) 
to examine the issue. According to the 
Tamil Nadu minister, who heads the com¬ 
mittee, almost all the states and union 
territories, eacept Kerala and Delhi, were 
in favour of excluding the well-to-do from 
the PDS. So it may be presumed that the 
committee will dutifully accord its ap¬ 
proval to some such exclusions in the 
name cf better targeting. 

But is so-called targeting the only issue 
of importance in regard to the PDS? 
There is no talk now of effective arrange¬ 
ments for active public management of 
supplies of cssenti^ commodities through 
‘fair price shops’ as part of (he co¬ 
operative network, as had once been sug¬ 
gested by the Mohan Dharia committee. 
Nothing is also heard any more of using 
the stocks of foodgrains with the public 
agencies to generate rural employment 
tlitough food-for-work programmes. 

in the preoccupation with reducing sub¬ 
sidies and further narrowing the coverage 
of the PDS in the name of better target¬ 
ing, (he critical failure of Ihe PDS to serve 
as an effective source of food security for 
the poor has been altogether glossed over. 
A study by the Public Interest Research 
Group of Delhi confirms that the focus 
of the PDS has shifted essentially to pro¬ 
viding price incentives to surplus fanners. 
Repeated and large increases in procure¬ 
ment prices combined with lugh administ¬ 
rative costs have bloated the food subsidy; 
despite sizeable increases in issue prices 
under the PDS. In fact, in many years the 
issue prices at which grain is supplied to 
states/union territories for sale through 
the PDS have been found to be higher 
than the prevailing wholesale prices. 

No criteria seem to have been adopted 
for allocating grain from the central pool 


to me states anu union lemtones. rour 
states, namely, Kerala, Maharashtra, West 
Bengal and Tamil Nadu, have been receiv¬ 
ing a disproportionate share of PDS sup¬ 
plies in relation to their share in the total 
population, no doubt reflecting (except in 
the case of Kerala) the pronounced urban- 
orientation of the PDS. Available data 
suggest that nearly 83 per cent of the sup¬ 
plies under PDS go to urban areas which 
account for about 30 per cent of the 
population—with (he four metropolitan 
centres and the sute capiuls appropriating 
the lion’s share, in West Iteogal, for 
example, 80 per cent of PDS supplies go 
to areas under statutory rationing with 30 
per cent of the state’s population. 

If 'targeting’ is to be the objective, then 
the supplies under the PDS need to be 
related to Ihe size of the population below 
the poverty level. The ^blic Interest 
Research Group finds, however, that there 
is no link between the size of the popula¬ 
tion below the poverty line and supplies 
under the PDS. Five states where 32 per 
cent of the country’s poor live (Orissa, 
Uttar Pradesh, Madhya Pradesh, Bihar 
and Rajasthan) receive only 20 per cent 
of central fbodgrain allocations. An 
NSSO survey on ‘Utilisation of PDS’ 
shows that only 14 per cent of the market- 
dependent population gets all its supplies 
of rice from the PDS. The proportion is 
26 per cent in the case of whrat. More tdl- 
ingly, the poorest 20 per cent of rural 
households get less than 13 per cent of 
their purchases of foodgrains from the 
PDS, indicating the limited role of the 
PDS in augmenting the food intake of the 
poor. 

But expanding the coverage of the PDS 
to take care of the food needs of the poor, 
particularly in the rural areas, will not 
square with the IMF-World Bank im¬ 
perative of cutting the food subsidy. So 
the government's trommittee to improve 
the targeting of PDS can be depended 
upon to give the issue as wide a berth as 
possible. 

PSE DISINVESTMENT 

Grand Clearance Sale 

THE government, and the finance 
minister in particular, have in the past 
dismissed all criticism that the shares ol 
public sector enterprises had been dispos¬ 
ed of at throw away prices. Government 
spokesmen have bwn at the same time 
very coy about disclosing the prices at 
which the shares had been sold and the 
modalities followed for arriving at them, 
in effect expecting their word to be taken 
on trust. But now we have the report of 
the Comptroller and Auditor Gtmeral 
(CAG) which shows that the govemmoit 
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had been doing not a little lying on this 
subject and that its critics had been right 
all along. 

In 1991-92 in two phases shares of 31 
PSEs had been sold off and the amount 
realised was Rs 3,038 crore. For 1992-93 
a Uiget of raising Rs 3,500 crore through 
sale of PSE shares was set, but the amount 
actually realised was only Rs 2,866 crore, 
once again in two phases. The CAG report 
deals with the sale of PSE shares in 
1991-92. The report brings out a sordid 
story of shoddy and unprofessional work, 
manipulation and suppression of facts 
and utter lack of concern in paning with 
valuable pubfic assets. 

The dubious nature of the whole exer¬ 
cise was evident from the beginning. First, 
the government approved in November 
1991 the offer of shares of 31 selected 
PSEs in 'bundles’ consisting of shares of 
nine PSEs each (three ‘very good', three 
‘good’, and three ‘average’). The method 
was tailor-made for obfuscation, rendering 
it near-imposable to assess the fairness of 
the prices offered by tne bidders. The 
bundling provided the cover for disposing 
of the 'very good' and ‘good’ shares for 
a song. The value of each bundle in terms 
of the reserve price had been kept at 
around Rs 5 crore, which was apparently 
not revealed to the financial institutions/ 
mutual funds—a travesty of the tendering 
process. Valuation by the CAG has now 
disclosed that, on the basis of reserve 
prices of shares of selected PSEs, the value 
of the bundles ranged between Rs 8.61 
crore and Rs 12.91 crore. But invitation of 
bids before fixation of reserve prices of 
shares resulted in failure to keep the value 
of each bundle even at Rs .5 croie; the 
prices offered by the Fls/MFs worked out 
to an average realisation of Rs 3.S0 crore 
per bundle. Further, the Fls/MFs were of¬ 
fered shares worth Rs 8,000 crore (as per 
the CAG’s evaluation) or Rs 6,000 crore 
(as per the government’s own pricing), 
though the department of public enter¬ 
prises (DPE) had known that the Fls/MFs 
did not possess resources beyond 
Rs 2,000-Rs 2,500 crore. The result was 
that there were only 710 bids for 533 
bundles for a total value of Rs 2,300.84 
crore. The procedure followed also made 
for absents of competition among the 
bidders. Thus in the first phase 73 per cent 
of the bundles on offer had just one 
bidder and only 4.5 per cent had three or 
more bidders. In the second phase, there 
were just one or two bids in 65 per cent 
of the cases. Among the vastly unequal 
Fls/MFs, a couple of institutions virtually 
dictated the prices in both phases. 

While deciding to lender the shares in 
bundles, the govertunent had taken the 
position that the CCI norms for share 
valuation (average of the net asset mlue 
and pront-eaming capacity valued at 15 


per cent capitalisation rate with some ad¬ 
justment for stock market prices) were not 
accepMble as they would luidenralue the 
PSE shares. Therefore, the average of the 
two highest out of the following three 
values was to be taken as the reserve price; 
(i) net asset value (NAV); (ii) profit- 
earning capacity value (PECI^V); and (iii) 
discounted cash flow (DCF). On opening 
the bids, it was found that the bid prices 
were far below the value of the bundles 
computed with reference to the reserve 
price worked out as abovt The OPE then 
sought to fjcisuade the government that 
the highest bids, including single tenders, 
be accepted so long as they were above the 
average of NAV and PECV (i e, the CC! 
method) with an average capitalisation 
rate of 10 per cent; further, the prices of 
the bundles so arrived at would be further 
reduced by up to 10 per cent if necessary. 
The CAG has found that the government 
was persuaded to accept bids substantially 
below the original reserve prices, the gap 
ranging between 21.95 per cent and 86.67 
per cent, with an average of 64 per cent. 
In 24 out of 31 PSEs, the reduction in 
valuation was above 50 per cent. In the 
fixing of reserve prices for the second 
tranche, the CAG castigates the ICICI 
(whose valuation was accepted for 16 PSE 
shares) for failing to take into account a 
number of relevant factors in deciding on 
the valuation of the shares. The ICICI’s 
valuation was much below the reseive 
prices orginally fixed. Though the ICICI 
loftily decreed that the PSEs’ earnings per 
share and net asset values did not justify 
higher premia, the CAG has found that 
the prices actually quoted for PSE shares 
on the stock exchanges have been much 
above the avenge prices realised in the two 
tranches of disinvestment. The reduction 
in re.serve prices in response to the low 
bids received in the two tranches resulted 
in under-realisation to the government to 
the tune of Rs 3,441.71 crore against the 
realised amount of Rs 3,038 crore. The 
CAG has found that for six out of 10 
PSEs listed on the stock exchanges, the 
ruling market prices were higher than even 
the reserve prices originally fixed under 
the NAV, PECV and DCF method. 

Some of the PSEs like SAIL and IPCL 
had pleaded with the government against 
including their shares in the sale at that 
stage as conditions then were not favoura¬ 
ble for them. The government did not 
heed their pleas and as a result there was 
gross under-realisation in the case of SAIL 
and IPCL. SAIL wanted the disinvest¬ 
ment to take place after the decontrol of 
steel prices had been announced. IPCL 
had an unduly small equity base and laige 
fresh investment proposals; it therefore 
wanted to reduce the government share- 
iiulding by raising fresh equity from the 
market directly. When the SAIL share was 


listed on the stock exchange, its price 
reached a high of Rs 240, but the govern¬ 
ment refused to nrisc its reserve price 
beyond Rs 12 in the two tranches of 
disinvestment. In respect of IPCL, the 
reserve price was reduced from Rs 175 to 
Rs 37 and for the second phase it was 
fixed at Rs 60 Subsequently, IPCL rais¬ 
ed Rs 320 crore from the public by sale 
of fresh equity at a premium of Rs 150 
per share, that is. at a price almost three 
times that realised from the sale of the 
govermienfs shares. 

The CAG report has also brought out 
that some government officials and the 
chief executive of a PSE had wanted the 
incorporation of a claw-back’ provision 
for transfer of 90 per cent of the price dif¬ 
ference eventually gained by th6 financial 
institutions to the government. This was 
eminently jusbfied since the disinvestment 
was being done in favour of just a few in¬ 
stitutions. Bia the government would not 
listen; and the Fls/MFs for their part sold 
the allotted shares outside the stock ex¬ 
changes, in violation of the terms and 
conditions of government disinvestment, 
but at overall gains to themselves ranging 
from 127 per cent to 616 per cent. 

Finally, the CAG report questions the 
govenunent’s objective in disinvestment of 
its shares in the PSEs. The declared ob¬ 
jectives, as set out in the Industrial Policy 
Statement as well as in the budget speech 
of 1991-92, were to raise non- inflationary 
resources, encourage wider public parti¬ 
cipation in the PSEs and promote greater 
accountability. None of these objectives 
has been achieved in fact. Capital assets 
belonging to the government have been 
disposed of to meet revenue expenditure; 
and the levels of revenue expenditure not 
having been reduced, the objective of rais¬ 
ing non-inflationary resources has not 
been realised. And contrary to the objec¬ 
tive of wide public participation, the 
shares have been sold to a narrow group 
of financial institutions. All this is true 
not only of the disinvestment made in 
1991-92, the subject of the CAG’s in¬ 
vestigation, but also of the sale of PSE 
shares in 1992-93. And one may be sure 
that the story of the proposed disinvest¬ 
ment of Rs 3,500 crore in 1993-94 will not 
be vet y different cither. 

STATE FINANCES 

One-Sid^d Appraisals 

THE March issue of the RBI Bulletin car¬ 
ries the customary annual review of the 
Tinances of state governments. The review 
IS based on the picture as if emerged aBer 
the state budgets for ]992'93 had been 
presented. So the lag between the presen- 
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tation of the state budtets and the RBI's 
review is of a whole year; slightly more if 
one allows for the faa that the March 
Bulletin has just become available. By now 
even the state budgets for 1993 -94 have 
become history. 

All the same, the RBI’s review should 
be of great intemt in view of the insights 
(me gains of the rinanciai performance of 
the state governments. But before one 
refers to the main findings of the review, 
a general point with analytical implica¬ 
tions needs to be raised with regard to the 
distinction drawn between the states’ own 
receipts and expenditures as distinguished 
from their total receipts and expenditures, 
be they on revenue or capital account. Is 
it correct, for instance, to consider as 
sutes’ own tax revenues only the revenues 
they raise from taxes which the Constitu¬ 
tion entitles them to levy, excluding the 
states’ share of the central revenues which 
they are entitled to under the Constitu¬ 
tion? The principle underlying the con¬ 
stitutional division of taxing powers bet¬ 
ween the centre and the states was that 
even though the centre was being em¬ 
powered to levy certain taxes the states 
would have the enshrined right to a share 
of the proceeds thereof. It is a right they 
derive from the constitutional scheme and 
therefore what accrues to them by virtue 
of this right is as much their own revenue 
as the revenue the states cdlect from the 
taxes they themselves levy. The argument 
could be extended also to statutory grants 
by the centre to the states. 

The point is important in view of the 
extravagant claims being increasingly 
made by the centre with regard to the 
financial transfers being effected in favour 
of the states. In the Economic Survey. 
1992-93, the explanation offered for (he 
sharp increase in the states* combined 
budgetary deficit from Rs 139 crore in 
1990-91 to Rs 1,896 crore in 1991-92 was 
“the gap between their current revenue 
and total outlay” in spite of increased 
transfers from the centre. In fact the 
Survey went on to claim that the increase 
by 23 per cent between these two years in 
the current revenues of the states and 
union territories was “almost entirely due 
to an increase in grants from the centre 
and states’ share of income tax and union 
excise duties collected by thr centre”, in 
actual fact, as the RBI’s review brings out, 
while the current revenues of the states 
alone (i e, excluding union territories) in¬ 
creased Iv 20 per cent, only 45 per cent 
of the increase, Rs, 5,994 crore out of 
Rs 13,300 crore, was accounted for by in¬ 
crease in the aitiount the states received 
as tax share and grants. All that couid 
really be said was that the increase in total 
current revenues (20 per cent) was some¬ 
what lower than that in central transfers 
on current account (22.3 per cent). And 
the major part of these transfers are of 

93 %: 


the statutory type being either tax sham 
or statutory grants. 

As for the general state of the finances 
of the sute governments, the revised 
estimates for 1991-92 do show a quantum 
increase in the overall budget deficit from 
Rs 71.6 crore in 1990-91 to Rs 1,667.1 
crore. But as the RBI review points out. 
with the ovenkaft regulation scheme being 
strictly enforced and the ways and means 
limit of the states adding up to Rs 1,010.8 
crore—out of which earlier outstandings 
have to be subtracted to determine (he 
amount currently available—there is no 
way the actual figure of the states’ overall 
budget deficit would have come anywhere 
near the figure of Rs 1,667.1 crore shown 
in the revised estimates. Of course, the 
figure could still be higher than the budget 
dfcficit of 1990-91, namely, Rs 71.6 crore; 
and in that sense could be considered a 
deterioration. But why overaute the case, 
as the Economic Survey does? 

It is also noteworthy that according to 
the RBI’s review, while the states’ ‘own’ 
tax revenues expanded by 15.7 per cent in 
1991-92, their ‘own’ non-tax revenues ex¬ 
panded by 27.2 per cent. The cormpon- 
ding ftgum for the centre are certainly 
higher, being 16.6 per cent and 33.3 per 
cent respectively, but by no means drama¬ 
tic (we have to remember all along that 
to these calculations no deflator has been 
applied). Intemtingly, the Economic 
Survey slurs over the fact that the perfor¬ 
mance of the states in regard to tax effort 
is. relatively speaking, very close to that 
of the centre. But it pointedly mentions 
that “there was a decline in receipts from 
land revenue by 6.8 per cent”. Did not the 
authors of the Survey know that land 
revenue accounts for a mere 1.5 per cent 
of the states’ ‘own’ tax revenues and that 
its importance as a source of the sutes’ 
tax revenues had started declining way 
back, though the decline has been much 
more sharp since independence? 

The important point however is that if 
a review of states’finanoes is to be attemp¬ 
ted, it should be as balanced as possible. 
In that sense the RBI review scores over 
the observations contained in the Economic 
Survey. The states cannot be bamboozl¬ 
ed into ’financial consolidation’ whatever 
that term stands for, on t))e strength of 
one-sided appraisals of thdr performance, 
as the one attempted in the latest 
Economic Survey. 


SOUTH AFRICA 

New Questions 

THE violence following the murder of 
Chris Hani is indicative of the dissonances 
within the anti-aparthmd forces, and also 
of the growing s(Kial and economic stress 
among the black majority. With the death 
of Hani, the compromises the ANC and 


iu alliet have to make in hmur of the 
government are becoming increaungly 
visible. Within the ANC itielf there have 
arisen doubts on numerous issues. 
Primarily the disenchantment is with 
president de Klerk’s reluctance to set a 
date for the preliminary elections. Ilie 
main demand being made now is that a 
timeuble be drawn up for the process 
towards forming an interim government 
which will ovenee the end of apartheid. 
Haiti’s murder signified the coaletcing of 
the Afrikaner oppositiem which last week 
issued an ultimatum of sorts to de Klerk: 
if he went ahead with the negotiations, a 
separate Boer sute would be formed. 
More than SfiOO farmers pledged to use 
violence if necesswy to achieve their ob 
jective A section of the white population, 
especially those in the army and the 
police, appear to support such actions. 
While at one level this may be dismissed 
as going against the tide of history and 
therefore as bound to fail, it threatens to 
make violence even more a part of the 
South African scene for many yean to 
come 

There are other issues whkh are already 
causing miKh debate within the ANC and 
its allies. The South African economy is 
rapidly going downhill. Predictions for 
1993 show a aero growth rate Many com¬ 
panies, including Volkswagen of South 
Africa, one of the biggest employers in the 
eastern Cape region, are envisaging reduc¬ 
tion of the workforce whidi will make it 
even more difficult for the already im¬ 
poverished black population to find jobs. 
And things are not going to be'any dif¬ 
ferent in future. Earlier this year the 
government unveiled its five-year 
economic plan. It proposes a reduction in 
sute expendkure (including that on the 
nationalised sector). It also~ proposes a 
reduction of corporate taxation and, in a 
familiar pattern, emphasises the ne^ to 
strengthen 'savings’ as a pre-condition for 
revival of investment. As gn added incen¬ 
tive to increasing investment it proposes 
that the rise in real wages should not ex¬ 
ceed 0.75 per cent. It also reduces import 
taxes by 9 per cent to encourage imports. 
The phut has been termed by many as 
following the clauic IMF pattern. 

How will the ANC intervene in this 
economic piogramme in any penver- 
sharing arrangement with the National 
Party? The basic demands of ANCs 
Freedom Charter are hardly going to be 
met through this progra nuo e. TTk Bwedom 
Charter demands, among other things, 
massive house-tHiikling. strengthening of 
a non-discriminatory education system 
and universally accessible health care; aB 
of which will require massive public in¬ 
vestment. This issue is being discussed 
widely within the ANC and among its 
allies and the debate is bound to raise 
uncomfortable questions. 
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IN THE CAPITAL MARKET 


Kareems Spun Silk 

KAREEMS Spun Silk, incorporated in 
April 1991, is putting up a 100 per cent 
EOU at Devanahalli. near Bangalore, for 
manufacture of spun silk yarn with a 
capacity of 100 tonnes per annum. It is 
to be assured of raw material silk tops 
which the promoting company, Kareems 
Silk International (KSIL), is supplying to 
cover the requirement of 120 tonnes a 
year plant for value addition by a four- 
stage process-preparatory, spinning, 
twisting and finishing—in production of 
spun silk yarn. Full capacity production 
of KSSL will be lifted by the already 
established network of buyers of KSIL 
around the world. Abdul Samad, the man 
behind KSIL and KSSL and having 40 
years experience in silk and related pro¬ 
ducts, established Kareem Cascami in 
1979 as a joint venture with Cascami-1872 
of Italy, which became Kareem's Silk In¬ 
ternational when the collaboration ended 
in I98S. KSIL itself is a 100per cent EOU 
manufacturing silk tops and noils at Nan- 
jangud in Karnataka. Spun silk yarn is 
used in the manufacture of fabrics, 
carpets, etc, and has a wide market poten¬ 
tial internationally. With KSIL’s esta¬ 
blished global market, capacity production 
is envisaged right from the b^inning for 
KSSL. The project has been appraised by 
ICICI to cost Rs 1,200 lakh, which is to 
be Hnanced with equity Rs 650 lakh 
(promoters—Indian Rs 220 lakh and NRl 
Rs 80 lakh) and public Rs 350 lakh and 
loans of Rs 550 lakh. A major part of 
plant and machinery is being imported 
from M T Consult, Italy. Barchiesi 
Lamberto from Italy, a technologist of 40 
years’ standing in the international spun 
silk industry, is associated as a consultant 
assisting in the project from the selection 
of machinery, installation and commis¬ 
sioning and ensuring quality of produc¬ 
tion. The puMic issue of 35 lakh equity 
shares of Rs 10 each at par aggregating 
Rs 350 lakh opens on May 17. ICICI and 
SBI caps are the lead managers of the 
issue. 

Kothari Sugars and 
Chemicals 

Kothari Sugars and Chemicals which 
has been diversifying rapidly into petro¬ 
chemicals over the last three to four years, 
with units for the manufacture of poly¬ 
butene at Manali and PNCB/ONCB at 
Karaikal having been established, will 
shortly be commencing conmercial pro¬ 


duction at its new distillery at Kattur in 
Trichy district. Work is also progressing 
at a rapid pace on the expansion/diver¬ 
sification projects at the petrochemical 
units. On a turnover of Rs 65 crore, the 
EPS on the enhanced capital of Rs 9.79 
crore is projected at over Rs 4.50, for the 
year, ended March 31, 1993. The sugar 
unit at Kattur has been in the forefront 
in performance among sugar factories in 
the country. For the last three years, it has 
been among the top two sugar units in 
Tamil Nadu, in terms of efficiency. In the 
1991-92 season, it crushed a total of 5.3 
lakh tonnes of cane at a recovery of 10.13 
per cent. In the 1992-93 seasqn, it is ex¬ 
pected to crush a minimum of 4.6 lakh 
tonnes at a recovery of 10.1 per cait. The 
capacity utilisation will be 120 per cent. 
Almost 20,000 tonnes of sugar from this 
unit have been exported in 1992, which 
is among the largest quantities exported 
from a single sugar factory during the 
year. The decontrol now of molasses and 
industrial alcohol will give the company 
an advantage in production and distribu¬ 
tion of industrial alcohol. The polybutene 
unit at Manali, Madras, has achieved 
more than 100 per cent capacity utilisa¬ 
tion during the year. In addition to the 
normal lube oil additive market, several 
new markets have been opened up, 
thereby contributing to signiBcant in¬ 


creases in volumes of sales. A large quan¬ 
tity of polybutene has also been exported 
to south-east Asia. Australia and Europe. 
The product has been accepted as com- 
paiabic to the best in the world. The 
PNCB/ONCB plant at Karaikal in Pondi¬ 
cherry has also worked to a {righ level of 
capacity during 1992-93. Exports of 
nitrochlorobenzene have already com¬ 
menced to south-east Asian countries and 
it is anticipated that the export front will 
be opened up even more significantly. 
Erection of a distillery for production of 
industrial alcohol with captive use of the 
molasses produced at the sugar unit is 
almost complete. KSCL has a licence for 
manufacture of 90 lakh litres of industrial 
alcohol and the distillery is expected to 
go into commercial prt^uction at any 
time now. The company has plans to 
diversify further downstream into 
alcohol-based chemicals at the appro¬ 
priate time. Facilities are being established 
at the polybutene plant at Manali for 
manufacture of leather chemicals and 
cable jellies based on polybuiene. Tamil 
Nadu is virtually the home of leather, and 
KSCL has been successful in developing 
a range of leather chemicals based on 
polybutenes, in collaboration with the 
Central Leather Research Institute. Cable 
jellies and cable compounds serve the 
needs of telecommunication cables. Pro- 
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duGtion at Manali is likely to be expanded 
to 7.500 tonnes per annum from the cur¬ 
rent level of 5,000 tonnes. This expanded 
production will be entirely consumed cap- 
tively. KSCL is setting up facilities at 
Karaikal for the manufacture of down¬ 
stream products from PNCB/ONCB and 
dichlorobenzene. The products being pro¬ 
posed to be manufactured are in the area 
of dye and pesticide intermediates. This 
will result in captive consumption of ap¬ 
proximately 2,000 tonnes of PNCB/ 
ONCB. KSCL. will cross Rs 100 crore 
turnover in 1993-94 and with the full 
functioning of all the units, the EPS 
should move to over Rs 8 on the expand¬ 
ed capital. To pan Tinance the aforemen¬ 
tioned plans the company proposes to 
issue capital of around Rs 23 crore. This 
will comprise 48,95,475 equity shares of 
Rs 10 each at a premium of Rs 35 per 
share on rights basis to shareholders; and 
2,44,774 equity shares of Rs 10 each at a 
premium of Rs 35 per share to employees 
of the company and group companies. 
The issue has opened on April 30 and 
closes on May 31. 

Dharnendra Agro Fc»od 

Dhartiendta Agro Food Industries, pro¬ 
moted by Fly-up Fashons of the Dhamen- 


COMPANIES 


Jeiraj Kapadia 

THE obligation to pass on the fresh conces¬ 
sions in excise and customs duties to indust¬ 
ries which were announced in the union 
budget before it was passed by parliament 
on May 3 is to be that of individual com¬ 
panies. However, as the concessions were 
declared to meet recessionary conditions, the 
finance minister told industries to hand the 
reliefs down and not to keep them to them- 
.selves, warning that failing that the govern¬ 
ment would be forced to withdraw them. 
Whether such a warning is to stand in a 
relative free market regime now is open to 
question. But the onus in this case is to be 
that of the chambers of trade and industries 
and respective associations of industries. 
These might as well now see to it that their 
constituents face up to the responsibility. 
Will the representative bodies like the IMC, 
the ASSOCHAM. the FICCI and the 
chambers of commerce and of industries rise 
to the occasion? The question begs atten¬ 
tion. a.s the experience in the market in 
respect of the duty reliefs declared in the 
budget presented on February 27 has not 
been encouraging. 

Stores in Bombay (leave alone in smaller 
towns and places in the interior) present 


dm group of Naviiwlwiidra B Gandhi, is 
comity to the capital market with an issue 
of equity shares which opens on May 25 
under llTCl and PNB Caps as lead mana¬ 
gers. The company is issuing in all 96.90 
lakh equity shares of Rs 10 each at par, 
raising its share capital thereby from Rs 97 
lakh at present to Rs 10.66 crore. It is 
offering to the public 47.45 lakh equity 
shares and another 20 lakh shares to the 
NRIs. Dharnendra Agro Food is esta¬ 
blishing a project for export of 3,000 
tonnes of tomato paste and puree, 1,000 
tonnes of mango pulp and 2,000 tonnes 
of dehydrated vegetables. It has signed an 
MoU with a merchant exporter in Dubai 
for export of these products in the inter- 
natiorral markets. The project is appraised 
by IFCI to cost Rs 12.16 crore. Finance of 
Its 10.66 crore is being covered with equity 
share capital and the balance of Rs I.2S 
crore is to be secured by lease finance. The 
project is slated for commercial produc¬ 
tion is September 1993. IFCI has pro¬ 
jected at M per cent capadty utilisation 
a turnover of Rs 24.75 crore for 1994 and 
a net profit of Rs 2.40 crore, yielding EPS 
of Rs 2.24. TWo years later, in 1996, the 
turnover is expected to teach Rs 33 crore 
with net profit estimated at Rs 2.87 crore 
and EPS at Rs 2.69. 

~JK 


quite a discouraging situation. The 
storekeeper has cither no goods to offer as 
he is stilt expecting slocks at post-budget 
revised and reduced prices because of tnc 
lower duties to ar.rive from the manufactur¬ 
ing companies, or has products for sale at 
earlier pre-budget prices. If it is taking com¬ 
panies’ time to roll out the products, it is 
precisely becau.se the union budget contain¬ 
ed duly concessions which were expected. 
Compare the present situation with earlier 
experience. Because the budgets then ef¬ 
fected duty hikes, goods used to go off the 
shelves in the stores before the budget, only 
to be recycled at increased prices in no time 
after the budget. Now earlkr stocks are there 
on the shelves at pre-budget prices while the 
manufacturers are taking th^r time to sup¬ 
ply fresh stocks at revised prices. 

The case is, no doubt, different in indust¬ 
rial products, as industries will comply 
among (hem. But the consumer remains a 
sufferer. How long the companies might lake 
to follow through with the reliefs is any¬ 
body’s guess. 

• • • 


McLEOO RUSSEL 

Higher lea Exports 

For McLeod Russel (India) the financiid 
year ended March 31,1992 htu proved fair¬ 
ly normal with quality teas on sustained 
demand displaying firm prices, although 
average prices were lower than in the 
previous year in both domestic and interna- 
fional markets. However, with (he rupee's 
devaluation followed by partial covertibiii- 
ly last year and now a unified exchange rate 
this year, exports are likely to go up. Ibtal 
exports during the year amounted to 
Rs 1,747.81 lakh on fob basis, representing 
an increase over the previous year by 22.36 
per cent. The company has continued to 
maintain its thrust in quality tea exports, 
keeping its market share abroad in spile of 
stiff competition from other producing 
countries. Efforts for a further increase are 
continuing with available benefits of excise 
duty rebate and tax memption on export ear¬ 
nings and it is expected they will result in 
further improvement in the volume of 
exports. 

Cost increases and particularly incresued 
labour expenses have affected profits which 
at operating level itself have registered a 
decline from Rs 2,501 lakh to Rs 2,266 lakh. 
Gross profit as a ratio to sales has also drop¬ 
ped two percentage points from 28.70 to 
26.41. Revaluation of fixed assets has been 
an important feature of the finances, since 
due to this the financial ratios have record¬ 
ed a sharp deviation in comparison with the 
previous year’s figures. The revaluation at 
March 31, 1992 is made on current cost 
basis, resulting in an incremental ^ount of 
the order of Rs 1,46,64,16,284 in block ac¬ 
count as well as in reserves and surplus with 
a revaluation reserve created of a like 
amount. As the revalued amounts of the 
assets are pertaining to the year-end posi¬ 
tion, depreciation is charged in their respect 
in accoidance with the rates as per the basis 
hitherto roilowcd by the com{Miny. Further, 
additions were made to the block account 
of Rs 554 lakh, while assets of Rs 38 lakh 
value were disposed of. The figure of 
revaluation beiiig substantial, turnover ration 
return on investment and return on equity 
have all recorded sharp declines.' 

MOHAN MEAKIN 

Growing Competition 

Liquor consumption is no doubt rising, 
bui liquor producing companies are having 
no cakewalk. With their growing ranks they 
are resorting to quite a few stratagems to 
boost sales even at the risk of taking a 
cut in profits. The directors of the liquiA- 
company. Mohan Meakin, make a pointed 
reference to this prevailing situation in their 
report to the shareholders for the year end¬ 
ed March 31, 1992. The directors state: “The 
liquor trade is becoming very competitive 
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day ky diy «ad jnur eompuqr it ttao wet- 
tig^ Kcwed up to meet the nurto chattfnyf. 
The proflfbaity of the co mpn y [durim Uk 
yearihubeenafliBefcdbccMNeoriiiilMriii- 
puu tai the marketing of the productt on ac¬ 
count of lebatcs and inceotWee; otheraiae 
the turnover would also have legineicd a 
decline” 

In the light of the foregoing, one is not 
quite sure whether the rise of 18 per cent in 
sales lecoided m the first quarter of I99Z-93 
would be eesulting in an impravonent hi pro¬ 
fitability of the company. The diiecton es- 
plain that the increase was due to ‘icxtensive 
market efforts’* to beat stiff competition 
from other companies. The directors expect, 
nevertheless, that the measures taken by the 
company would bring in the desired results, 
barring unforeseen circumstances. 

During the year 1991-92, the company 
made purchases of finished goods of an 
amount of Rs 1,707 lakh compared to 
Rs 1,^2 lakh in the previous year. Beer pro¬ 
duction increased from 20,483 kl to 22J0n 
klandsoahoofspirittfrom M8,20J05tpl 
to i.S2.SS,42S Ipl. Gross sala rose flom 


Ks 114 eiote to Rs 129 CRN*. But at profits 
worhed out lei^ the dividend to Bhaichoiders 
vms curtailed from 13 per cent to 10 per cent. 

SUPREME INDUSTRIES 

A Landmark Year 

For the first six months of the fiiuuicial 
year ending June 30, 19^ Supreme In- 
ditttrks ha reponed further increases in 
saks u well a in groa profit. Compared 
with the corresponding period of the 
prevkMis year sales worked out mote by 2.9 
per cent at Rs 80.40 ctore and gross profit 
by 8.9 per cent at Rs 6.80 ctore. As the full 
y^s resulu fall- due for announcement 
later, in all probability the company would 
have charted sdll further growth, ifet it it the 
yea ended June 30.1992 that wu memora¬ 
ble for'Supreine Industries. For one thing, 
it wu fhe golden jubilee yew of the com¬ 
pany. As a landmwk yew it earned the 
shareholders an additiotial IS per cent divi¬ 
dend while the aggregate divid^ of 73 per 
cent vras declared pro /nfe on additional 
11,96,006 equity shares of Rs 10 each which 


were issoed at a premium of Rs 90 per share 
on omnertion of partially convertible deben¬ 
tures. That wu not all, u the shareholders 
were rewarded further with a proposal of a 
1:1 bonus issue by the directon. 

The bonus issue made at the close of the 
yew wu backed up with an offer of 1:10 
rights shares to shareholders at Rs 240 
premium and a furtto issue of partly con¬ 
vertible debentures of the face value of 
Rs 450, Rs 200 of which being the conver¬ 
tible portion into equity at Rs 190 premium. 
These issues were proposed at the AGM held 
on September 16, 1992, when the shrue- 
holders were also called upon to approve of 
a tesolutkm to authorise the directors to raiae 
for the company borrowings up to Rs 300 
crore. 

The expansion/investtnem programme 
and increase in long-term vrorking capitrd 
requirements, to be met by end 1993, were 
reckoned at about Rs IIS crore. The same 
is proposed to be finwiced with the propos¬ 
ed rights issues of equity shares and PCDs 
to the extent respectively of Rs 17.99 ctore 
and Rs 80.96 crore aggicsating to Rs M.95 
crore ruid the balruice amount of Rs 16.03 
ctore with intssnal accruals. The rights issues 
are to acconunxlate various proposals: one; 
increase in capacity of injection moulding, 
flexible Aims and PVC pipes at all the loca¬ 
tions; two^ lauiKhing of polystyrene foiun 
and thermo-formed polystyroK products at 
Gwalior and Dpman, respectively; three, 
csublishment of new air bubble film 
manufacturing facility at Gwalior; and four, 
merger of A K Structural Foam hawing struc¬ 
tural foam injection moulding facility and 
acquisition of an existing unit with facility 
to manufacture flexible packagirig material. 

Meanwhile, during 1991-92, Rs 16.37 croie 
ww invested in programmes of modernisa¬ 
tion. expansion and diversification, while 
together with capital work-in-progress, the 
total figure of investment ma^ amounted 
to Rs 21,28 crore This hw enabled the com¬ 
pany to start its manufiunuring facilities at 
Darnan wid PondicherTy. It has also increas¬ 
ed the product range at Noida and increas¬ 
ed capacity and range of pipes and fittings 
w JakFKm. In irqection moulding division, 
located at Andheri (Brmbay). Noida and 
Pondicherry, from industri^ components 
the compare is switching in favour of con¬ 
sumer dura^ products, having reduced the 
extent of the farmer already from 81 per cent 
to 63 per cent during the yew and intending 
to bring it down further to 30 per cent in 
l9n-93. Yei another injection moulding unit 
is being put up in the cut. near CsJcutta, 
iherdiy covering all the four directions. The 
MLS division catering to the refrigerator in¬ 
dustry was fuUy stabilised during the yew, 
while the technology centre entered the ex¬ 
port mwket with export of tools. Products 
worth Rs 223 crore were exported u against 
Rt4928lakhintheprevioutyear.Theoom- 
parv cxpecu to increase eqroris substantial¬ 
ly. However; the amount of foreign exchange 
expearied wu much more at Rs 43.19 crore. 


The Bfeek’a Companiea (its hkh) 



Supreme 

bldiKIfiM 

McLsod 

Russel 

Mohan Meakin 

Financial Indicaiois 

June 

199* 

June 

1991 

1992 

March 

1991 

M«fCll 

1992 

Msrdi 

1991 

/Hcome/expensts/prpfta 

Net sales 

16231 

12161 

7723 

7630 

9762 

8649 

Excise duty 

1302 

1168 

216 

224 

3178 

2726 

Other income 

133 

84 

410 

620 

677 

364 

Increase (decrease) in year<nd 
finished stock 

220 

(30) 

6 

(33) 

46 

9 

Raw materials consumed 

1738 

1394 

2 

39 

IlST 

2696 

Ptwer and fuel 

330 

271 

303 

406 

tm 

812 

Other manufacturing expenses 

241 

148 

1044 

933 

2*62 

1929 

Labour cost 

423 

343 

2608 

2341 

1682 

1416 

Other expenses 

1337 

1224 

1816 

1977 

3070 

2493 

Operating profits 

2413 

1906 

2266 

2301 

744 

741 

Interest charges 

loss 

807 

326 

311 

437 

392 

Cross profits 

13^7 

1099 

2040 

2190 

307 

349 

Oepiccialion 

339 

426 

479 

228 

213 

188 

Profits before tax 

798 

673 

1361 

1962 

92 

Ml 

Tax provision 


ISO 

763 

878 


6f 

Profits after tax 

798 

323 

798 

1084 

92 

W 

Dividends 

193 

137 

430 

430 

43 

64' 

Uabilititsfasaea 

Pud up capital 

347 

228 

1000 

1000 

423 

423 

Reserves and surplus 

3367 

3346 

17338 

2695 

1123 

1073 

l.oiig term loans 

4572 

2617 

1048 

597 

1217 

1104 

Short term loans 

2078 

2296 

745 

491 

1236 

1243 

Other liabilities 

2643 

2184 

2122 

1810 

3133 

2399 

Gross fixed assets 

9380 

7578 

19028 

3837 

3114 

3089 

Accumulated depicciaiion 

2994 

2378 

1319 

1264 

1938 

1822 

Inventories 

2364 

1601 

639 

614 

2037 

2106 

Of which finished goods 

606 

386 

270 

264 

1273 

1227 

Receivabln 

2894 

2232 

112 

148 

2336 

1352 

ixMins and advances 

2297 

1442 

2780 

2041 

762 

793 

Cash and bank balances 

820 

363 

213 

280 

6S0 

448 

Investments 

47 

39 

1081 

844 

SO 

80 

Other assets 

— 

— 

139 

92 

76 

2 

Ibial liabiliiies/hiscts 

13008 

10871 

22472 

6393 

7133 

6247 

Kty fimaiKial ntms 

Turnover ratio 

IJW 

1.12 

0.34 

1.16 

1.37 

IJ8 

Return on sales W 

8i36 

93)4 

26.41 

28.70 

3.14 

4.04 

Itoura on invesimeniVh 

9iM 

tail 

9j08 

33Ja 

4J0 

5M 

Return on equity (Wi) 

13.97 

13.86 

4J0 

29J4 

3.94 

628 

Earning per shaic 

22.98 

22.94 

7.98 

I0J4 

13)8 

1.11 

Dividend (%) 

73 

60 

43 

43 

10 

13 

Book value per shaie (Rs) 

I23j6> 

103.37 

38.94 

36.95 

; IBJO 

17.61 

Currem market price 

240 


130 


23 


P/E miio 

10.44 

— 

16^9 

— 

23JS 

— 


Mmhml WbeUy Mayi 18.19»9 


933 



STATTSTICS 






Variation (per cent) 



Index INumbere of Wholeiale Prices 


Latest 

tiver 

Over 

Over 





^981-82 - 100) 

Weight 

Week 

Last 

Last 

March 





1-5-93 

Month 

kbar 

1993 

1992-93 1991-92 

1990-91 

1989-90 

All CommodiliK 

100.0 

233.9 

0.3 

6.0 

0.6 

9.8 

13.7 

10.3 

7.5 

Primary Articles 

32.3 

233.3 

-0.4 

2.8 

0.4 

7.3 

18.1 

13X) 

2.2 

Food Articles 

17.4 

271.6 

-0.4 

5.0 

1.0 

12.3 

20.2 

IIJ 

13 

Non-food Articles 

10.1 

222.6 

-OJ 

-1.5 

-1.0 

-0.6 

18X1 

17.0 

3.6 

Hucl, Power, Lighl and Lubricants 

10.7 

246.0 

(U 

14.9 

0.4 

14.1 

133 

12.3 

3.6 

Manufactured Products 

57.0 

231.9 

0.7 

63 

0.7 

10.5 

11.3 

8.4 

113 






Variation (per cent) 



4>>al of Living Indices 


Latest 

Over 

Over • 

Over 





Base 

Month 

Ust 

Last 

March 







1992/93 

Month 

Year 

1992 

1992-93 1991-92 

1990-91 

1989-90 

Industrial Workers 1982 » 100 

243’ 

0.4 

6.1 

6.1 

6.1 

13.5 

113 

6.5 

Urban Non-Manual Employees 1984-85 « 100 

20^' 


9.6 

6.8 


13.5 

11.0 

6.9 

Agricultural Labourers July 60 to 

1,053’ 

-0.5 

3.8 

3.8 

3.8 

19.3 

7.5 

33 

June 61 - 100 













Wriation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Fortnight 

Lau 

Last March 31. 







(16-4-^) 

Month 

Ybar 

1993 

1992-93 1991-92 

1990-91 

1989-90 

Money Supply (M,) 

Rs croK 

3,76,722 

I4J27 

51.108 

15,322 

46,316 

49,560 

34,486 

37,457 



(4.1) 

(15.7) 

(4.2) 

(14.7) 

(18.5) 

(14.9) 

(19.4) 

Net Bank Credil to Government Sector 

Rs cioic 

1,82,229 

9,695 

17.679 

7,661 

16374 

24,589 

23,048 

20,676 

Bank Credit to Commercial Sector 

Rs CTOic 

2,21,124 

5,796 

26.146 

5,670 

24,389 

24.1.73 

21,443 

23,822 

Net Foreign Exch Assets of Bftnking Sector Rt croiv 

24,192 

2.353 

5.085 

856 

6,155 

10,098 

1.915 

-149 

Uepostis of Scheduled Commercial Banks 

Rs crore 

2,74,995 

7,848 

40,004 

7.848 

36,389 

38317 

25383 

26,809 


(2.9) 

(17.0) 

(2.9) 

(15.8) 

(19.8) 

(15.3) 

(19.1) 

Advances of Scheduled Commercial Banks 

Rs crore 

1,56,593 

5,539 

24.427 

5,539 

25,462 

9391 

14,848 

16.734 



Laieu 

Week 

30-4-1993 

(3.7) 

(18.5) 

(3.7) 

(20.3) 

(8.0) 

U4.6) 

(19.8) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

21,990 

3,004 

7,350 

1,794 

5,385 

10323 

-1,383 

-795 

USSmn 

IflV 

1,005 

1,391 

560 

746 

3383 

-1,137 

-854 

Index Numbers of Industrial 


Latest 








Production 

Weight 

Month 

Averages for* 

Wriation (per cent) 


(1980-81 = 100) 


(Oct 92) 1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 1987-88 I 

General Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

O.I 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

Manuuiciuring 

II.S 

213.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0(2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

278.4 

261.7 (4.5) 250.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic Industries 

39.4 





3.8 

5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 


. . 



17.4 

22.4 

7.0 

15.9 

Intermediate Goods industries 

20.5 





6.1 

4.3 

II.S 

4.8 

Consumer Goods Industries 

23.6 





10.4 

6.3 

4.2 

6.5 

Durable Goods 

2.6 





14.8 

1.7 

12.0 

7.8 

Non-Duiable Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Dec 92) 

1992-93 

1991-92 

1991-92 

199(591 1989 90 

1988 89 

1M7-88 

Export 

Rs crore 

4,192 

37329 

30,795 

43.978 

32,553 

27,681 

:H)332 

15,674 




(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

5,423 

47,480 

34,403 

47,813 

43,193 

35,416 

28335 

22344 





(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Trade 

Rs crore 

-1,231 

-10,151 

- ),608 

- 3,835 

-10,640 

-7,735 

-8,003 

-6,570 

Employment Exchange Statistics 


Latest 

Cumulative for* 






Unit 

Mimth 
(Sep 92) 

1992 

1991 

1991 

1990 

t«9 

1988 

1987 


Number of Applicants on Live Register 

Thousand 

37,171 

37,171 

36,098 

36,300 

34,632 

32,776 

30,050 

30347 

Number of R^strations 

Thousand 

537 

4,188 

4,862 

6,238 

6,541 

6,576 

5,963- 

5,465 

Number of Vacancies Notified 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Income 

Unit 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

IMS-86 

Gross Domestic Product (cunent prices) 

Rs crore 


, , 

3.50,899 

2,94.765 

2,60,03 2,33,799 

2,08,333 

136.723 , 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,2l,i68 

2.12.316 

138,009 

1,70,205 

1.63371 

.56,566 

1.50,433 

1.44365 


(4.2) 

(1.2) 

2,069 

1,902 




1,790 

Per Capita Income (1980-81 prices) 

Rupees 

2,222 

2.174 

1,871 

1,844 

1,813 


(2.2) 

(-1.1) 







* Up to the latest month for the current year and for correspondint period last yea 

r. . . Not available. 




Notes: (!) Superscript numeml denotes month to whkii figure relates, e g, supenenpt indicates that the figuie 

is for January and so on. I 

(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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COMMENTARY 


New Power Policy: Bankrupting 
the Power Sector 

P PuralcayMtlu 

The new power poUcy will see the power tariff going up by at 
least three timoi, the destruction of the country*s power 
equipment sector and a future drain on the national exchequer of 
huge amounts. 1b those who wear ideological blinkers all this 
means little. The selling of India piecemeal is the game and it 
matters little if future generations pay a heavy price for the 
activities of today's carpetbaggers. 


THE future of the power sector in India 
appears rather bleak. A cursory review 
will show that organisations and com¬ 
panies connected to the power sector are 
in various stages of bankruptcy. Th« 
government of India has of course found 
the usual solution -invite capital, both 
foreign and Indian, and all will be well. 
However, it needs to be examined whether 
the proposed solution will lead to the 
long-term heidth of the power sector or 
it will be worse than the disease. A simple 
calculation shows that the measures pro¬ 
posed by the Department of Power will 
result in an additional loss of about 
Rs 10,000 to Rs 15,000 croie to the State 
Electricity Boards (SEBs). Even if the 
power tariffs are hiked to three times their 
current levels, the SEBs will still incur a 
net loss for each unit of electricity that 
thex will buy from these power companies. 
If the lack of investible resources with the 
SEBs is the crisis in the power sector, the 
measures proposed to be taken by the 
Department of Power are a sure recipe for 
disaster. 

The Eighth Plan envisages a net addi¬ 
tion to the Indian grid of 38X100 M Ws out 
wf which 28,000 MWs are to be met from 
states internal resources and 10,000 
from private rmd foieigtl investments. The 
Department of Power has offered for such 
investmenu 78 such projects with an ag¬ 
gregate capadty of approximately 21,500 
MWs, presumably including a part of the 
Nin^ Plan targets. Offers have been 
reeled for 41 of such projects.' 
However, looking at the canent inve^- 
ments being made, the promised state 
resource mobilisation for the 28XXX) MV^ 
does not seem to be fmthcoming. Perhaps 
if large-scale capital inflows dui be found 
from private or foreign sources, much 
mote than the estimated lOXXX) MM^ will 
be handed over. However, for the purpose 
of cakidations here, private or fot^gn 
generation of only 10,000 MWs as plan¬ 


ned initially by Department of Power has 
been considered. If the possibility of an 
even larger slice of the power sector being 
handed over is taken into account, the 
scenario is even gloomier. 

Remedy Worse than Disease 

For making power generation attractive 
to foreign capital, there are a number of 
commitments that the government of 
India has made. The key coirunitments are 
a minimum guaranteed 16 per cent rate 
of return on equity^ based on hard cur¬ 
rency and a cost-plus calculation for the 
electricity product. The SEBs will have 
to enter into long-term contracts to ensure 
the above payments, which will be backed 
up by sovereign guarantees from the 
government of India. The SEBs will also 
guarantee minimum off-take of 60 per 
cent for such plants. 

The proposals available with the govern¬ 
ment for various projects clearly show 
that the cost per MW in terms of invest¬ 
ments is of the order of Rs 4 crore per 
MW. The total foreign or private invest¬ 
ment being sought is therefore of the 
order of Rs 40,000 croie for 10,000 MWs. 
I f the above returns are to be guaranteed, 
the SEBs who are the distributing agen¬ 
cies will have to realise the revenue from 
the sale of the electricity. Therefore, it is 
worthwhile examining the cost of such 
electricity as against current generating 
costs and the additional losses the SEBs 
will incur if the current power Uriffs are 
maintained. 

The detailed calculations of the costs 
of such power have been worked by 
K Vijaychandran in his report on the 
Indian Power Sector, a study jmntiy spon¬ 
sored by <ui Apex Committee of Officen’ 
Associations and IVade Unions in the 
Power Sector.^ Roughly, these calcula¬ 
tions show that per MW of such con¬ 
tracted powei; the SE& will have to pay 


Rs 5 per unit as against the current cost 
of generation per unit of Rs 1.05 and thdr 
current realisation of 81 paise. The 
calculations have assumed a debt-equity 
ratio of unity. Even if 4:1 debt-equity ratio 
is assumed, the SEBs will have to shdl out 
nearly Rs 3.50 per unit (see table) for 
coal-based plants. If no tarilT changes lake 
place, the toss to the SEBs on account of 
paying for such power will be norly equal 
to the total revenue being earned by the 
SEBs today. The SEBs will have to suffer 
mi additiorud loss of Rs 10X100 to Rs 15X100 
crore per year and this for an additional 
insulted capacity of a mere 8 per cent 
(Eighth Plan-end as the base). 

The other alternative for the SEBs will 
be to hike the uriff rate massively to off¬ 
set this loss. Currently, the SEBs are in the 
red to the tune of Rs 4,300 crore in accu¬ 
mulated losses and owe Coal India and 
NTPC almost similar amounts. If we do 
not uke into account the i^t losses and 
look only at the current realisation as 
against current costs, the SEBs are losing 
approximately 24 paise per unit as against 
a cost of Rs 1.05 per unit, a loss of 30 per 
cant in current revenue terms. 1b offset the 
huge amounts that would have to be paid 
to (he proposed power companies, a sim- 
pte back of the envelope cakulaiion would 
show that the tariffs will have to be revis- 
ednott930or40percent buttqr300 pa 
cent. Even after such revisions, the SEBs 
will be paying more to the proposed power 
companies than their selling price to the 
consumers. The loss due to such power 
will come down if uriffs arc hiked steep¬ 
ly, but would still constitute a leriout 
drain. Thus the SEBs wilt continue to be 
in the red even after a three-foM rite in 
the cost of electricity. 

The problem of the Indian power sector 
does not lie in a temporary resource 
crunch. A tenqxHary capital shortage can 
be made good by borrowings or inviting 
private and fordgn oipilal. As long as the 
power produced can be sold at a profit, 
the decision to adopt this path is at leatf 
financially viable But what happens if the 
power produced in this way has to be sold 
at a loss? The costly power from tiM pro¬ 
posed investments is going to land the 
power sector with a perpetual lou of 
enormous proportions which wiU have to 
be made good l^ the cheaper power pro-, 
duced by the much reviled SEBs. In fact,' 
in this case, the suggested cure is much 
worse than the disease. 

LlQUiDATINC BHEL 

Why is the government embarkii^ on 
a path which is sure to spell disaster? The 
first and foremost reason perhaps is that 
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the global powtr equipment manufac- 
ttiim are bringing enormous pressures 
thnwgh IMF and World Bank lo open up 
the Indian power sector to import of 
power equipment. The world power 
market, particularly in advanced coun¬ 
tries, is totally depressed as their power 
consumption has remained static or have 
actually come down in the last decades. 
With no new investments coming in the 
home countries, the power equipment 
MNCs are looking to external markets. 
However, the existence of an indigenous 
power industry has meant that the equip¬ 
ment costs are much lower in India thm 
in the west. Therefore; the only way that 
power equipment can come from the 
MNCs is through tied credit and equity 
participation. It is important to note that 
in tied credit, even if cheaper equipment 
it available locally, purchases have to be 
made according to the choice of the finan¬ 
ciers. The initial global competitive bidding 
itself had pushed up domestic power 
equipment costs. In order to compete, the 
domestic suppliers had to meet the speci¬ 
fications framed according to World Bank 
approvals uid this did see a substantial 
rise in costs. However, in spite of this, 
domestic equipment manufacturers have 
been abte to maintain a dear price advan¬ 
tage and have bagged most of the orders 
in such competitive global bidding. It is 
not ar> accident that the cost per MW for 
BHEL boilers and turbines has been 
substantially lower than that where tied 
foreign credit was involved. BHEL sets 
were cheaper by almost a factor of 2 in 
most of these cases.’ 

The other reason could be that in line 
with current thinking, the gowmment 
feds that the power equipment manufac¬ 
turing concerns in the public sector shoukl 
be 'aligned* to the MNCs. In other words, 
they would like to sell off BHEL, the only 
power equipment manufacturer on the 
global scene outside the MNCs line-up. 
The current policy of tied credit and im¬ 
ported equipment would ensure that 
BHEL has very little orders and thus 
facilitate this transfer. And the importance 
of multi-nationalising the BHEL lies in 
its removal as a potential global com¬ 
petitor. Even though BHEL's global 
presence is snudl. there ik little doubt that 
it prevents complete cartelisation which 
has been the norm in this sector. With the 
current set of mergers, the number of 
playen in Europe and the US has come 
down to virtually four. With another three 
from Japan, there are only seven MNCs 
now operating in the power equipment 
sector. Even a small player can cause a lot 
of problems for price fixation. 

The above may appear to smack of con¬ 
spiracy theories. However, in the absence 
of any logic for following such disastrous 


policMt, it' it difficttit to find cMher 
reasons. The only other reason could be 
that if surviving on loans is the norm, 
then why bother about the future At long 
as the current shortfalb are taken care of. 
it matters little what happens five years 
later. Eiriier the policy-makers are foolish 
or they are knaves—that seems to be the 
only choice. However, can the country af¬ 
ford that the power sector be put in the 
red permanently in so cavalier a fashion? 

1b follow the {Mth that the government 
has chosen, power tariffs have to be in¬ 
creased drastically. The arguments have 
already been forthcoming from the Fund- 
Bank axis that in India power is beii^t sub¬ 
sidised heavily. But is this true? For pro¬ 
ving that Indian power is being subsidised, 
the power uriffs are being compared 
across countries and it is being shown that 
in India, power tariffs are one-half lo 
one-third that of advanced countries. 
However, how valid are the comparisons 
using foreign exchange rates? The rupee/ 


dollar {Mkrity has little to do with the in¬ 
trinsic value of the rupee at with the value 
of our exports against our imports, h does 
not indicate the buying power of the rupee 
in India. A much dearer picture would 
emerge if we examine the cost of power 
production in India as against the selling 
price of electiidty. Here; it is true tiutt the 
current realisation is 30 per cent less than 
the current production costs. However, 
even if this implidt subsidy is removed, 
the cost of Indian power is weD bdow that 
of the advanced countries. If the cost of 
production of power is much lower in 
India, raising power tariffs to the level of 
those countries who are producing much 
more expensive power makes liltk sense 
The subsidy dement in the power sector 
is not so much in the general public being 
subsidised but in subsiding of electridty 
to agriculture and the theft 'subsidy' to 
the tune of 12 to 13 per cent of total 
generation. The consumers, domestic as 
well as industrial, pay tariff rates which 
are already as high if not higher than in- 
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houMgeaention costs; l^astidty in tenns 
of pricing realty does not exist in these 
seems. 

It is not the purpose here to aigue that 
all is well with the SEBs. Esr from it. 
However, the current problems that the 
SEBs are facing are being utilised to push 
a scheme which will see the power tariff 
going up by at least three times, the loss 
of the country’s power equipment sector 
and a future drain on the national exche¬ 
quer of huge amounts. And the SEBs will 
continue to be in the red tven after such 
huge tariff revisktns as they will have to 
subsidiBe the pewer being produced by the 
proposed private and foreign power com¬ 
panies. Ftiither, Utc power tariffs will be 
pushed up to the levels which will make 
this an item of luxury consumption only 
for the favoured few. If this is not a gigan¬ 
tic fraud on the peofrfe, what else is it? 

The ALTEaNATIVE 

It may be argued that any power at 
whatever the cost is better than no power. 
However, even by the Department of 
Power’s own estimates, the country is 
going to invest from internal resources to 
add 28,000 What needs to be ex¬ 
amined is whether alternatives exist to 
either use the same amount of investment 
for increasing the insutied capacity 
beyond 28,000 MWs or in controlling the 
donand. Incidentally, both possibilities 
exist todi^. 

It has been shown by S N Roy,* one of 
the most respected power engineers in the 


country, that there are other planning op¬ 
tions available whidi ate not being utilised. 
The load curve today sbowk that in future 
we shall be short of peaking power during 
day and have surplus power at night. This 
is already so in the eastern grid and also 
for much of the north. This is obviously 
because the demand during day is much 
highor than at night. However, the Depart¬ 
ment of Povwr is planning to add coal- 
fired power plants, nuclear power plants 
and combined cycle power plants, all of 
which arc base load |4ants. Ibe coal-flrcd 
power plants will have to be pul either on 
two shift operations or a number of such 
plants will have to operate well below their 
capacity foi those periods when the de¬ 
mand is low. Hydel power is ideal for 
peaking power but has come under severe 
environmental opposition. In effect, the 
Department of Power is planning on base 
load stations instead of peak load sta¬ 
tions. It will be far more economical to 
add open cycle gas turbines In place of the 
combined cyde plants as these will meet 
peaking duty at much lower capital costs. 

The second option is to introduce 
demand side management for power con¬ 
sumption. It has been computed that it 
is much cheaper to invest in reducii^ con¬ 
sumption rather than investing in new 
power generating plants. The lowering of 
consumption in Europe and tbe US has 
been mainly on this account. Thus a utili¬ 
ty in the US gave out to its customers free 
compact fluonHccnts which consume only 
20 per cent electricity compared to the 


normal fluorescents and avoided the in¬ 
stallation of new power plants. In India, 
a study^ suggests that even if 20 per cent 
of all lamps were replaced by compact 
fluorescents, there would be a saving of 
Rs 1,500 crone per annum. 

The othei p^sibility is to lower the 
capital costs by standardisation and 
replication of a basic design with only 
some modifications. The economics of 
standardisation can lead to a substantial 
reduction of costs, particularly if the 
capital crunch is recognised and designs 
are made accordingly. In the power sec¬ 
tor, the tendency has been to build rather 
expensiw plants in the name of reliability. 
The plant load factors have not shown ai^ 
major improvements due to this, but the 
plant costs have gone up considerably. 
The above course can lead to reduction 
of costs by as much as 25 per cent to the 
cost of plants and should be the first op¬ 
tion to ^ exercised. However, with import 
of capital, the power planning is moving 
in the opposite direction—more non¬ 
standard pianis and consequently higher 
capital costs. It might be interesting to 
note that in the nuclear energy sector, US 
capital costs are much higher than Euro¬ 
pean capital costs precisely because of 
this. The European plants have been stan¬ 
dardised while the US ones are not. 

Currently, the Indian planning process 
seems to 1^ completely comatose. No 
long-term planning is being done to en¬ 
sure a coherent energy policy which will 
evaluate various options and suggest a 
viable path. Instead, a few buzz words like 
liberalisation and privatisation are being 
used to substitute for hard policy. 
However, power policies cannot be formu¬ 
lated on such flimsy bases. For those 
enamoured of the South Korean experi¬ 
ence. it might be interesting to know that 
South Korea nationalised the power sec¬ 
tor in 1962 because of the problems with 
private power companies. To those who 
wear ideological blinkers, all this means 
little. The selling of India piecemeal is the 
game, and it matters little if future genera¬ 
tions pay a heavy price foi ihe activities 
of today’s carpetbaggers. 

Notes 

1 P V Rangyya Naidu, minister of state for 
power, Rajya Sabha answer to unsuricd 
(question No 1,000, May 1993. 

2 P V Rangyya Naidu, minister of slate for 
power, Kalya Sabha answer to unsuricd 
question No v88, May 1993. 

3 K Vijaychandran, Study Report ou Mia’s 
Power Sector Problems and Prospects, April 
1992. 

4 S N Roy,'IE£E Horizon, Institute of Eiec- 
irical and Electronic Engineets, Issue No 2, 
1992. 

5 Chris Cmgg, ‘Demanding Plans for Power 
Cuts', 'A4rw &ientat, March 1993. 


Tasle: Cost Cau:ui.ation5 Per Unit 


Cost per MW 

4 

crore 

Equity capital—1:4 debt-equity 

0.8 

crorc 

Um capital 

3.2 

crore 

Accumulated imerest (construction (our years) 

56.4 

lakh 

Total borrowed capiul 

3.746 

crore 

Annual genciaiion (6S.S availability) 

6000000 

Kwh 

Uniu sent out (10 per cent aux consumption) 

3400000 

Kwh 

Coal cost (yearly) 

42.64 

Ukh 

Interest on loaii (> per cent interest rate) 

30.3 

lakh 

Return on equity capital (16 per cent) 

12.9 

lakh 

Depreciation (3.9 per cent) 

14.1 

lakh 

Operation and maintenance (imported spares I.S per cent) 

6.0 

lakh 

Operation and maimcnaiice (suff I per cent Rs) 

4.0 

lakh 

Ibial hard currency component of annual costs 

63.36 

lakh 

Ibtal chaiges, •> por cent annual depreciation of Re 

132.8 

lakh 

Cost per unit at but bar 

2.46 

Rs 

Cost per unit distribution 

0.36/1.0 

Rs 

Cost per unit ditiributed 

2.82/3.46 

Rs 

Realisation at current tariff mtes 

0.81 

Rs 

Lost per unit 

101/2.63 

Rs 

Lou per MW insttUed 

108/143 

lakh 

Lou for laOOO MWs 

10,836/14,300 

crore 


(a) The cotu of distributkm in order to link the tiatismission systems are at least Re 1.00 per 
unit tt agsinu the cuncnl distribution cosu of the SEBs of 03A rupee: Most of the proposed 
plams wil require large invettments by SEBs to link them to the grid. Therefore, Re 1.00 
for diitribution is quite leasonable. 

(b) The costs have been shown in rupees for loan and equity portion of the caphat but ate ac¬ 
tual hard currency costs. Therefore; an annual depreciation of the rupee cost has been added 
as the repayments have been guaranteed in hard currency. 
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Burden of Proof: Danger Clause 
in Dunkel Text 

Sum^ Sahai 

In the TRIPS chapter of the Dunkel Draft, Article 34 contains the 
danand to reverse the burden of proof in cases involving process 
patents. In effect, the accused would be held guilty unless they 
can prove their innocence. This is standing accepted precepts of 
legal justice and human rights on their head. Its implementation 
to prevent farmers from saving seed of the protected varieties will 
also result in serious law and order problems. 


THE Dunkel . Draft, at the centre of a 
growing controversy, is widely perceived 
to be a document with a bias, seeking to 
defend the trade internts of developed 
countries at the cost of the developing 
countries. There are several clauses in the 
draft which would hurt Indian interests 
aitd those of the third world. One such is 
the demand to extend patent protection 
to plants contained in the seaion on Ttade 
Related Intdlectuhl Property Rights 
fTRiPS). 

in the TRIPS chapter. Atticte 34 con¬ 
tains the demand to reverse the burden of 
proof in case of process patents. This 
clause reverses the onus for proving that 
patent infringement has taken place from 
the complainant to the defendant. This, 
as we shall see, is also the clause that 
tnakes it possible for patent-holders to en¬ 
force patents in the field, a task whitdt 
would otiwrwise be impossible in coun¬ 
tries like ours, where the rural areas are 
not mganised and therefore not easy to 
police. 

Reversing the burden of proof would 
mean that the one who makes the com¬ 
plaint that patent infringement is taking 
place, does not have to provide any 
evidence or proof in support of his charge 
The person charged with the offence has 
to defend himsdf and prove his innocence 
This in effect means the accused would 
be held guilty until he can prove his in¬ 
nocence This is standing not only pre¬ 
cepts of legal justice, but also human 
ri^ts, squarely on their head. 

If India were to accept the patehting of 
plant varieties, it would have devastating 
consequences for Indiiui scientists and 
farmers. It will mean that oo further'im- 
provement in protected plant varieties will 
be possible without a licence from the 
patent-hoidet It will also mean that seed 
multiplication estoept by the patent-holder 
will be against the law. Rumers will have 
to buy fresh seed from the patent-hdiding 
company for every sowing. The ageK>ld 
rights of farmers to save seed from their 
harvests, for their own use; will be abolish¬ 


ed. if farmen were to persist in using seed 
saved from their last crop to sow the next 
one, either becaus^ of ignorance of the 
new laws or because they could not afford 
the cost of new seed for every sowing or 
out of pimn cussedness, it would consti¬ 
tute a patent infringement and be liable 
for punishment. 

To demonstrate how reversing the 
burden of proof will start a chain of con¬ 
sequences with very negative effects, let 
us consider an example Let us assume 
there is a local agent for a company 
holding the patent for the most successful¬ 
ly sold potato variety, situated in district 
Shahjahanpur of UP. This agent would 
know from the land revenue records that 
in and around the Shahjahanpur area, let 
us say, 10,000 acres are under potato 
cultivation each season. This agent, since 
he is the sole supplier of potato seed in 
the area, will know how much seed he 
should be selling if 10,000 acres of potato 
are being cultivated. If he finds that he 
is selling seed that will plant only 3,000 
acres, then he knows that the rest is being 
planted with seed that the farmers have 
held back from the last crop. This, accor- 


aing w inc new vjni i rules, wiu con¬ 
stitute a patent infringement and give the 
agent the right to file a complaint. It can 
be safely assumed that seed agents will be 
ever vigilant in this respect. If farmers save 
seeds out of their harvuts and do not buy 
fresh seed for every sowing, it will mean 
lower seed sales and therefore lower 
revenues for the patent-holding company. 

With the reversal of the burden of 
proof, the seed agent does not have to pro¬ 
vide any evidence or identity who exactly 
has broken the law, in which village or on 
which scale. He merely complains to the 
government that patent infringement is 
taking place in the Shahjahanpur area 
with respect to production of potato seed. 
The government then has to identify the 
offenders and pettalise them to the 
satisfaction of the patent-holder. 

In another variation, the patent-holder 
can charge the farmers of Shahjahanpur 
district with patent infringement. Since 
this will make little sense to farmers in 
Shahjahanpur. they will not be able to de¬ 
fend themselves, the colleaive nature of 
the charge will confuse the issue still fur¬ 
ther. If the patent-holder does not receive 
compensation from farmers for patent in¬ 
fringement, he can complain to GATT 
and demand action against India. Iteo 
things are possible then. The Indian 
government can be threatened with cross 
retaliation as penalty for not enforcing pa¬ 
tent protection. This could translate into 
actions like slapping higher impdrt duties 
on our tea exports to one of the OECD 
countries or perhaps reducing the quota 
of textile impwts from India into the US 
Or the govefiunent will have to forcibly 
get the farmers of Shahjahanpur to pi^ 
what is claimed as compensation. 

What will be the effects of these bizarre 
new provisions if they are unplemented? 
For one, the government wig be caught up 
in constant litigation, for which it will 
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Iwve to bew the costs. It is unlikely even 
when fanners have been infonned of the 
new laws that will govern their agricultural 
practices howeforth that they will simply 
accede to them. In all likelih^ they will 
defy the laws that make little sense to 
them and that are so obviously against 
thdr interests. 

1b protect itself from the constant 
threat of cross retaliation, or from having 
to forcibly realise payments from its 
farmers, the Indian government will be 
forced to use its local administration to 
police the otherwise ungovernable hinter¬ 
land to ensure that farmers abide by pa¬ 
tent rules. The direct outcome of this step 
will be to magnify several times the op¬ 
portunities for corruption in rural areas 
with the farmer as victim. 

To enforce patent laws for plant varie¬ 
ties and to prevent farmers from saving 
seed of protected varieties, the government 
will have to rely on the local administra¬ 
tion. So it will be lower level revenue and 
police officials like sub-inspectors of 
police, ‘patwaris* and lehsiidars who will 
be entrusted with the task of policing the 
implementation of patent laws, it is these 
people who will be empowered to certify 
whether Ram Din or Mushtaq Ali has 
broken the law and replanted a crop with 
seed that they had sav^ from the original 
variety. This authority will place the 
farmers so completely at the mercy of 
these officials that they would become 
vulnerable to constant extortion, whether 
they were at fault or not. 

Thinking the consequences through, it 
becomes quickly apparent that these steps 
could have explosive political conse- 
quetKXs. Once the farmer begins to realise 
that his government is penalising him 
so that large seed companies owned by 
foreigners can claim their pronts, he will 
be up in arms. More so since he will be 
pen^ised for doing what he and his 
forefathers have always had the right 
to do. 

If the farming community rises to de¬ 
fend its rights, ‘rural India could see very 
turbulent times. The realisation of the in¬ 
justice being done to them will lead to de¬ 
fiance of the new seed laws and to large- 
scale protest and violence. The generation 
that saw British rule and was engaged in 
the freedom struggle is still with us. They 
see parallels between the situation created 
by the new GATT laws and the way the 
^t India Company which came to trade 
stayed on to rule India for 200 years. 

Often at Gene Campaign meetings tn 
sttuill towns, once the consequences of 
patenting have been understood, this 
aspect is discussed, mostly by the older 
people. One thing is clear, not only is 
reversing the burden of proof a blow to 
the rights of individuals, its implementa¬ 
tion could have a serious fall-out, affec¬ 


ting law and order in the land. 

The Commerce Ministry’s position is 
that the clause on burden of proof is 
harmless, that it is already admittMl under 
the Indian Evidence Act and therefore im¬ 
plying that accepting it would not create 
new adverse piet^ents. This is false. The 
fact is that burden of proof under Indian 
law is reversed in only two extreme con¬ 
ditions, both crimes of a highly sensitive 
social mture. One is in the case of rape, 
the other in Miat is called a dowry death. 

The reversal clause is in fact the very 
instrument by which the protagonists of 


IF all goes well people of Ritna may Final¬ 
ly have their representative in the Lok 
Sabha after a gap of almost two years. 
The by-election for this Lok Sabha consti¬ 
tuency is scheduled for May 19. Alwiqrs 
a prestigious seat, this time election for 
this scat has acquired added significance. 

Election for this seat had been counter¬ 
manded by the Election Commission dur¬ 
ing the 1991 general election. The whim¬ 
sical and totally unjustified counterman¬ 
ding had been challenged by the Janata 
Dal (JD) candidate, India Kumar Gujral, 
and the Samajvadi Janau Party (SJP) 
candidate, Yuhwant Sinha. Following 
Gujral’s election to the Rajya Sabha. the 
JD withdrew its petition. did the SJP. 
And this paved the wgy for the fay<)ection. 
What has provided added significance to 
the Patna tr.'-dection is that both the CPI 
and JD^ otherwise allies in national and 
sute politics hwe Fielded candidates while 
the CPI (MLrUberation) and the Indian 
People’s From (IPF) have decided to 
actively support the CPI candidate. 

The CPI has always been a major force 
in this constituency. It has either won the 
seat as in 1967, 1971 and 1980 or has 
Finished close second as in 1957, 1962, 
1977,1984 and 1989. In 1989 die CPI had 
lost the seal due to a split in left votes as 
both the CPI and IPP had fielded their 
candidates. The combined votes of the 
CPI (1.S9 lakhs) and IPF (52fiOO) far out¬ 
numbered the 1.79 lakhs pislled by the 
EUP. Another 4SJX)0 votes hiul been poUed 
by the JD candidate. 

During the 1991 elections, however, the 
CPI had withdrawn its candidate in view 


patenting hope to enforce patent laws. 
Without this, policing would be impossi- 
bte in the villages of India. China which 
like us was penalised under the US Trade 
Act Special 301 for not providing ade¬ 
quate patent protection, recently con¬ 
ducted bilatcrad negotiations with the 
Americans to settle the conflict. China ac¬ 
ceded to process and product patents in 
the chemical and pharmaceutical sector 
(but not living organisms). It however 
resolutely refused to accept reversing the 
burden of proof. There is a lesson to be 
learnt here. 


of the complete seat adjustment among 
the non-BJP, non-Congress parties and in 
favour of the JD candidate, India Kumar 
Gujral who was not only a national leader 
of the party but also regarded as a fellow 
travellm by the CPI. Though election for 
the Patna seat had been countermanded, 
complete seat adjustment among the CPI, 
CPM, JD and JMM had ensued a signifi¬ 
cant reduction in the BJP’s strength from 
nine to Five and a complete routing of the 
Congress(i) wjikh could bag just onesem. 
This time the JD has re-laid its claim to 
the seat and has Fielded a little known 
man. Ram Kripal \hdav. as its candidate 
Ihdav had earlier fought from the Puna 
west vidhan sabha constituency and lost. 
The JD claims that as part of the seu ad¬ 
justment during 1991 elections, the JD 
had ‘given* Munger seat to the CPI in ex¬ 
change for the Patna teat. But the CPI 
calls the JD’s claim totally baseless since 
the CPI bad been given Munger seat in 
return for the Gaya seu which the JD was 
claiming but where the CPI had stood 
second in the 1989 elections while the 
JD-supported BIP candidate had won 
the seu. 

Performanoewise also the JD's claim 
over the seat is unjuu. The only time it 
contested the seu was in 1989 and misera¬ 
bly lost. It stoodapoor fifth and forfeited 
its security deposit, despite having fielded 
a yadav candidate in this yadav-dominaied 
constituency. Even the IPF had secured 
7,000 votesmore than the JD. The CPI’s 
spectacular record has already been 
described abow. Despite several rounds of 
talks bet^yeen the JD representative; the 
Bihar CM LUoo Prasad and CPI's cen- 


Patna By-Election: Significant 
Contest 

Krishna Chaitanya 

Almost all the left parties have supported a single candidate 
against the BIP sending a message to progrtssive forces to join 
hands against communal fascism. 
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trai and state leadership, the former has 
refused to withdraw the JD’s candidate. 
It is this ‘friendly contest', as Laloo Prasad 
caUs it and the active support extended by 
the CPI (MLrLiberation) and the IPF to 
the CPI candidate which has given added 
significance to the Patna by-election. 

Since both the CPI and JO candidates 
happen to be yadavs, the result of the by- 
election would show whether yadavs arc 
arraigned on caste or class lines. So far 
yadavs have been supporting the CPI. In 
recent limes CPI (ML) forces have also 
made their presence felt in Patna district 
as in other parts of Bihar. The recent 
massacre at Harinathchak in March last 
showed that class solidarity had takon root 
among the yadavs. 

In the Harinathchak incident while the 
neo-rkh yadavs organised under Kisan 
Sangh had no hesiution in taking cudgels 
on behalf of a bhumihar landlord belong¬ 
ing to the Sangh and attacking yadav poor 
peasants, oiganised in this case by the 
CPM (ML-pany unity) who had over¬ 
come caste feelings to stand against yadav 
kulaks. The CPI(ML) and IPF-supported 
CPI candidate's victory would show that 
class polarisation has indeed uken root 
among the yadavs while the performance 
of the JO candidate would show to what 
extent Laloo Prasad’s yadavisation at¬ 
tracts the yadavs. 

Besides the \hdavs, the other dominant 
caste group in the Patna constituency are 
the kayasthas. A spineless community as 
far as political conviction is concerned 
and a major contributor to the state’s 
clerkdom and bureaucracy, the kayasthas 
have aivyays voted on caste lines. For in¬ 
stance; in the 1984 elections, the kayasthas 
voted en masse for the independent can- 
(tidatc, Lt Gen S K Sinha. In the 1989 elec¬ 
tions they voted ea masse for the BJP 
candidate, S N Srivastava. In the counter¬ 
manded 1991 elections, however, the 
kayasthas changed loyalty and voted for 
\hshwant Sinha despite knowing that 
Sinha stood no chance of winning. Sinha’s 
background in the elite IAS was the main 
attraction to a community whose only 
aspiration is of getting a f lothold either 
in the elite lAS-lPS, the provincial 
bureaucracy or the clerkdom. SUnce then, 
however, BJP’s advocacy of Hindutva and 
the new economic policy has found 
staunch supporters in the community. Not 
only has the BJP fielded a kayastha can¬ 
didate for the seat but has roped in the 
film star. Shatrughna Sinha whom every 
kayastha sees as its representative in the 
film world, to campaign for the party. 

Besides the assured support of the 
kayasthas, its traditional vole bank of 
traders and the new and growing vote 
bank of service seaor professionals, the 
BJP would be greatly benefited 1^ the 
total decimation of the Congress(l) in 


Bihar. In this context, it would be in¬ 
teresting to watch the relative performance 
of the BJP and Congress(I) as it would 
show to what extent the former has gained 
at the expense of the latter. The Con- 
gress(l)’$ support-base has been among 
the bhumihars who have a significant 
share of votes in Patna besides the rajputs, 
brahmins and Muslims. So pathetic is the 
condition of the party in Bihar that its 
leader Jagannath Mishra supposed to he 
having the largest mass following among 
the stale’s party leaders recently appeal¬ 
ed to the film star-turned MP Rajesh 
Khanna "to provide leadership to the 
demoralised Congress(l) ranks” in ‘‘this 
hour of crisis”. And Congress(I)’s loss is 
widely believed to have benefited the BJP 
which has emerged as the more formida¬ 
ble protector of upper caste interests, 
brahmanical social order and the elite 
consumption-oriented new economic 
policy. Any accretion in the votes polled 
by the BJP would show that the tradi¬ 
tional supporters of the Congres$(l), 
upper castes like bhumihars, brahmins 
and rajputs have moved towards the BJP. 

Also interesting would be the voting 
behaviour of the Muslims. Before the 1989 
elections the Muslims used to support the 
Congress(I). Ihe Bhagaipur riots however 
changed all that and in the 1989 elections 
they voted for the CPI candidate follow¬ 
ing its secular credentiais. Since then, the 
left’s painstaking work among the masses 
and the government’s commitment to 
maintain communal harmony has ensured 
peace and amity on the communal front 
in Bihar. The voting behaviour of the 
Muslims would show who they see as a 
more dependable secular force, the left or 
the JD. Another factor is the Kisan Sangh 
under which landed elements from various 
castes have organised themselves in Ritna. 


Ramlakhan Singh Yhdav. the nan behind 
this body is an old Congressman who at 
the time of 1991 general elections joined 
the JD and then defected to JD(A). TIm 
JIXA) has withdrawn its candidate in 
favour of the CPL \hdav would obviously 
not like to deploy the muscle power at the 
disposal of the Sangh for the victory of 
the CPI. It would other be for the BJP 
or Congrcss(I). Given that the CPI(ML) 
and IPF have decided to actively work for 
the CPI candidate they will definitely 
resist the booth-ca|Muring by the Kisan 
Sangh lumpens. 

By all indications it is going to be a 
fight between the CPI and the BJP and 
in today’s context it mearu a fight betwe e n 
progressive secular democracy and regres¬ 
sive communal fasdsm. Not only CPI 
(ML Liberation) and IPF, but also MCC, 
MCPI, SUCl, Fbrward Bloc and RSP 
have extended their support to the CPI 
candidate and have decided to campaign 
unitedly for the CPI candidate although 
the CPI(M) has not yet decided whom to 
support. This sends a clear signal to the 
anti-Congress(I) anti-BJP forces through¬ 
out the country to join hands against 
communal fascism and imperialist-dicta¬ 
ted economic policy. Admittedly the vic¬ 
tory of the left canrlidate would not be as 
easy as it would have been if the JD were 
not in the frgy. But even if the BJP wins 
by default due to a split of anti- 
Congressfl) anti-BJP votes, the message 
would still be the same. The performance 
of the left candidate would also serve as 
a lesson to the CPI that it is futile play¬ 
ing second fiddle to the JD and instead 
of that the CPI should firstly strive for 
unity of the left forces since it gives bet¬ 
ter bargaining power to the united left 
vis-a-vis the other non-BJP non- 
Congress(l) forces. 


The Indian Association for the Study of 
Population announces an Essay Competition under 
Chandrasekaran Award. The essays written on 
“Population Growth and Sustainable Develop¬ 
ment” by young scholars (below 40 years) arc in¬ 
vited. Fifst prize Rs.1,500/-, second prize Rs. 1,000/- 
and thiid prize Rs.750/-. 

The articles for inclusion in the competition 
should reach Prof. P.C. Saxena, I.I.P.S., Govandi 
Station Road, Deonar, Bombay-400088 by 
15 October, 1993 at the latest. 
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GUJARAT 

State-Sponsored Attack on 
Tani Parishad" 

Shripad Dhamiadhiluuy 


The Gujarat government has unleashed a systematic campaign to 
intimidate and silence the movement protesting against the 
Narmada Project. 


ON May 8, about 40-S0 hooligans storm¬ 
ed into the Shreyas Foundation Hall in 
Ahinedabad where the *Pani Farishad 
Convention on Water’ organised by the Jal 
Raksha Abhiyan (JRA) and Abhiyan 
weekly was in progress. The hooligans 
were shouting slogans like 'Medha Patkar 
vapasacf and 'Narmada Yojana banke 
mkegi, etc. And even as the keynote ad¬ 
dress was being delivered by B B Vohre. 
they snatched away the microphone, 
started destroying property, beating up 
and threatening participants, and declared 
that ‘^U those opposing the Narmada 
Project must leave the hall immediately— 
or else they will bp beaten up” 

The Jal Raksha Abhiyan is an informal 
group of individuals/organisations work¬ 
ing and interested in the water-related 
issues in Gujarat. The aim of the Abhiyan 
is to undertahe research and campaign on 
the issues related to water, and initiate 
a people’s movemem towards a partici¬ 
patory, community controlled water 
management practice. The Pani Phrishad 
was being held with the purpose of 
facilitating wide-ranging and intense 
discussions on the water problem of 
Gujarat. Narmada was neither the central 
theme of the Farishad, nor was it an anti- 
Narmada programme. In fact, to involve 
as many diverse opinions as possible^ the 
organisers had invited, apart from NGOs, 
social aaion groups and experts, all the 
MLAs, M Ps and tahika pramukhs (heads) 
of Gujarat. Navin Shastri, the Gujarat 
minister for rural development, had also 
sent a message, commentfing the effort 
and sending his best wishes to the 
Farishad. Many MIAs, political figures 
and prominent people tom Gujarat and 
outside had confinned their partidpMion. 
Among them were Jaynarayan Vyas, Pia- 
veensingh Jadeja (both MLAs), Mahesh 
Thakker (former MLA and prominent 
political figure of Kutch). Kishor Sant 
(prominent Gandhian and recipient of 
Wkshamitra Award), Anil Shah, director 
of the Aga Khan Rural Support Pro¬ 
gramme, etc. Hie trouble began when the 
invitations to the Fuishad mentioned that 
one of the speakers invited was Medha 
Fitkar of the Narmada Bachao Andolan 
(NBA) who had been invited as one of the 


speakers for the session on Narmada Pro¬ 
ject and Gujarat’s Water Policy on the 
second (and final) day. 

Some people seemed to find this objec¬ 
tionable, and a few days before the 
Farishad, the management of the hall 
received telephonic threats from one 
Leeiaben De^ of the Ekta Farishad— 
an oiganisation whose head is the wife of 
the chief minister Urmilaben Patel. A 
number of phone calls foUowed, asking 
the management to refuse to give hiie the 
hall out to the Farishad. The management 
remained Arm. The organisers promptly 
informed the police commissioner of 
Ahmedabad and the police station about 
the threats and requested protection. This 
was done in writing. 

On the morning of May 8, when the 
Farishad was to begin, the police were 
conspicuous by their absence It was 
around 12.(X> noun, that the hooligans 
pushed aside the two security guards at 
the gate and stormed into tlw premises. 
Shouting slogans, they broke into the hall 
as the keynote address was being delivered 
by Vohra. They all went in front of the 
dais, snatched the mike away, and started 
screaming slogans. And thm, suddenly, 
they went on a rampage They threw down 
the mike, broke it, and started using the 
iron rod to destroy more property. Ban¬ 
ners, charts, maps were tom off. Wooden 
frames (to hold banners, etc) were broken 
and the sticks used as weapons. Beds, 
pillows, chairs were thrown about. Hibe- 
lights were smashed. All the while, the 
delegates tried to sit peacefully, offering 
neither resistance nor provocation, 
expressing their protest in a non-violent 
manner. 

The hooligans started threatening, 
beating up, abusing the delegates. Anyone 
who said anything, was immediately 
uugeted. They started shouting “where is 
Megha (Medha)"? When Ashwini Bhatt, 
a prominent Gujarati writer, literary figure 
said that she had not come, the hooligans 
attacked him and tried to beat him up. 
Tltcy also tried to beat up others. Those 
who were more seriously hurt included 
Mahendra UpadhiQn. Diptiben Raju, 
Raju Purohit, B B Vc^a. Kishor Sant, 
and Ketan Sanghvi (editor of Abhiyan). 


The hooligans also tried to molest Dipti¬ 
ben (a Ga^hian social worker), and were 
using most abusive language against 
women. All the while, they asked all those 
who opposed the Narmada Project to 
leave immediately or would be beaten up. 
Raju Purohit was beaten up because he 
said that he was opposed to the project. 

After about half an hour’s destructive, 
violent action, the hooligans started leav¬ 
ing. Some of them were easily identified. 
Most belonged to the NSUI or the Youth 
Congress(I) and claimed to be supporters 
of Urmilaben Patel. Many of them were 
drunk (smelling of liquor heavily)— 
Gujarat Is a dry $;ate. Some of those khm- 
tified included Ashish Amin, Sunil Jikar, 
Mihir Shah, all of the NSUI. The fact that 
the police had not given any protection in 
spite of prior intimation, clearly indicate 
the connivance of the state, the police; the 
ruling party in the matter. It clearly ex¬ 
poses the fascist tendencies of the Gujarat 
government which is not allowing anyone 
the freedom to express their views about 
the Narmada Project. Thb violent attempt 
to curb the fundamental rights of the 
people needs to be strongly condemned. 

Immediately after the noodlums left, 
the delegates strongly condemned the inci¬ 
dent, and resolved to continue the discus¬ 
sions with Medha Fatkar participating on 
the second day. Meanwhil^ Raju Purolut, 
Kishor Sant, IMptiben Raju and Girith- 
bhai F^tel went on a one-day fast to pro¬ 
test against the event. Later in the day, a 
statement signed by about 35 organisa¬ 
tions was issued oondenming the incident. 

This event is not an isolated one, but 
is part of a systematic campaign launched 
by the state and the ruling party in Gu¬ 
jarat to intimidate and silence the move¬ 
ment against the Narmada Project and 
anyone who believes that its voice should 
be heard. On March 26, Congress(I) 
workers staged a violent demonstration 
and tried to prevent Medha Fukar from 
entering the venue of a put Uc meeting to 
be addressed by her. On April 22, a violent 
mob of the workers' of the ruling paity 
threatened and threw stones on the peace¬ 
ful demonstration by the NBA at Nasvradi 
town (Batoda district). The NBA was pro¬ 
testing against the rape on a tribal woman, 
Budhiben. 'The following week, two meet¬ 
ings of Medha Fatkm were disrupted by 
violent mobs who thiw eggs and tomatoes, 
shouted threats and blackened Fatkar’s 
face. The mobs were led by known Con- 
gre$s(I) worker Nimaben Acharya. The 
police, present on the occasion, were mere 
spectators. In all the incidents, the key 
elements have been violence and i^use; 
participation by monbers of the rulii^ 
party, and inaction of the polka The wue 
is clearly not at all whethet the Narmada 
project is good or bad but of the baric 
right to freedom of thought and speech. 
It is this that is being attacked. 
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Law and Women in Unorganised Sector 

G Kavindnu Nair 


Most women workers are in the unorganised sector where the 
labour laws, which exist, are most lax in the implementation. 


JHANJUBAN is a 60-yur old 'masala' 
grinder in Bhavanagar. Gujarat. In the peak 
season she walks the sheets of middle class 
neighbourhood, calling out for work. She 
stoops to «t in the courtyard, or even on the 
street, and pounds spices in her iron vessel. 
Her customers pay ner by the kilo (around 
Rs 2) and a few are more reasonable than 
others. Some want fine masala, and give her 
a small sieve for sifting it. Some weigh her 
work after she finishes her job, so the loss 
due to seeds and stems falls on her. Her three 
sons are construction workers living and 
working gtsewhere. She borrows money from 
a neighbour until she earns something or 
until her sons help her pt^ her debt. She has 
been doing this work ever since she was six 
years old. Miseiable indeed is the plight of 
such Jhanjubans in the country who roust 
slog all through their life for mere survival. 

Seventy'rive per cent of the four lakh coir 
workers in Kerala are women. There is a 
threat from the neighbourirtg Ihmil Nadu 
where new husking machines are being in¬ 
troduced and only men ate being employed 
on these machines. The minimum wage is 
officially Rs 11.80 for this work, but they 
cut it tkmn to piece work and women earn 
a niggardly Rs 8. Their work involves soak¬ 
ing the coconut shell and the green husk so 
that they can extract the fibre inside. They 
beat the htisk to prepare the fibre (br spin¬ 
ning, a job performed either by hand or 
machine: Gomati has been doing this job 
ever since she was 12. She had studied up 
to IV standard. She is now 46. Her 
husband deserted her long ago, and her 
daughter, also deserted, lives and vvorks with 
her. Her sons live separately. Gomati earns 
Rs 15 a day for husking and spinning IOC’ 
coconuts. 

The number of women construction 
workers in Ihmil Nadu is around five lakhs. 
Contracting and sub-contracting reduce 
these women workers to an abysmally low 
status. Women occupy the lowest lung, 
though they do masonry, earthwork, mosaic 
work, roofing and concrete work. Although 
these are skilled jobs, and backbreaking too. 
these women construction labourers are 
debunked as ‘unskilled labour* and aploited 
In umpteen ways, flouting all laws and 
mnons of humanity. Instances of the mer- 
riless of exploitation of women workers ip 
the informal sector could be as many as the 
number of such women struggling for a sub- 
listence living in a wide gamut of sectors as 
igriculturt; sericulture, animal husbandry, 
fisheries, handlooms, bidi industry, dairy¬ 
ing, handicrafts, garment-making, food pro- 
ressing, domestic work, construction in¬ 
dustry, etc 


According to the ministry of labour 
almost 90 per cent of the female labour force 
in India comprises women in the informal 
sector, but paradoxically, all the laws made 
so fat have been made with an eye on the 
women in the organised sector which forms 
a mere 10 per cent of the workforce: This 
has resulted in the marginalisation of a 
majority of women workers. So much so, the 
definiiions of ‘work* and ‘production’ as 
they exist today, whether in the census or in 
other surveys on work, are such that sub¬ 
sistence production and services provided by 
women are either ignored or taken into 
account marginally. 

A cardinal feature of all labour laws is 
that all the enactments pertaining to social 
security, welfare, safety and working condi¬ 
tions and the like is based on the presum¬ 
ption of an employer-employee relationship 
Hence arises the need to define an employee 
and an employer because the law places the 
onus on the employer to dispense the 
benefits as ordained by the statute But in 
respect of the amorphous mass of women 
workers in the unorganised sector, either the 
employer keeps on changing frequently, as 
in agriculture or construaion work (where 
assured employment for a minimum period 
in a year is itself in doubt), or there is no 
direct relationship with the ultimate 
employer as in the case of occupations where 
the only point of contact for the worker is 
a tower level intermediary like a contractor 
or sub-contractor—a phenomenon that per¬ 
vades the bidi-rolling industry, or agarbatti- 
making trade or the entire home-based work 
and the construction industry. 

While there is enough scope and need to 
improve the contents of the existing labour 
legislation, one finds shockingly enough that 
the enforcement machinery is itself ill- 
equipped to do Its onerous job. Provisions 
of the law are imprecise and nebulous, mak¬ 
ing them a subject of raging war of words 
in the corridors of courtrooms. The penalties 
provided by law for violation ate inadequate 
and the participation of the workers in the 
enforcement of the law is totally absent. The 
adjudicating machinery and the magistracy 
are too far lemoved from the workers and 
from their homes for them to seek sanctuary 
in the corridors of justice without con¬ 
siderable loss of time or wages. 

if we choose to examine each piece of 
legislatjon. we can easily discover yawning 
loopholes when women labourers are con¬ 
cerned. Thke the Minimum Wages Act. for 
instance. The act, as it stands now. merely 
provides, among other things, a mechanism 
for fixing and revising the minimum rates 
of wages, but does not give any guidelines 


as to the basis on which the minimum wages 
are to be fixed or revised. In fixing and revis¬ 
ing the minimum rates of wages, the basic 
needs of the worker and her family are not 
kept in view. While revising tire minimum 
wages, the authorities should take cogni¬ 
sance of the changing poverty line on the 
basis of shifting price index. In respect of 
home-based women workers—by and large: 
excepting for handloom, most home-based 
workers are women—it is seen that the 
employer is saved from incurring not mere¬ 
ly expenses relating to setting up of a fac¬ 
tory. installing equipment but also expenses 
for supervision and control. 

The problems of the inter-sutc migrant 
workers do not receive any attention despite 
the Inter-State Migrant Iktorkers (R^ulation 
of Employment imd Conditions of Service) 
Act 1979. There are other piec« of legisla¬ 
tion like the Contract Lalmur (Regulation 
and Abolition) Act, 1970, the Maternity 
Benefit Act, l%l. Equal Remuireration Act, 
1976, etc, which are either badly imple¬ 
mented or violated. 

The Bidi and Cigar Workers (Conditions 
of Service) Act, 1966 is an important piece 
of legislation since bulk of the home workers 
in bidi rolling are women. Here too the 
women are taken for a ride. Invariably, the 
employer is reluctant to register his women 
workere in bis books and issue identity cards 
and log books for them. As a result women 
workers do not get bcneflls provided 1^ law; 
even wages are not paid to them directly, but 
to the male members of the household 
whose names alone, in most cases, figure in 
employer’s books; 

One of the worst cases of legal violation 
is in respect of the pitiable plight of the con¬ 
struction workers. The poor women work 
under an employer or more often under a 
contractor or sub-contractor for short 
periods and move from one employer to 
another as also from one location to another 
with no guarantee of continued employ¬ 
ment. Hiis absence of continuing relation¬ 
ship between a construction worker and his 
employer with the system of contraaing and 
sub-contracting, makes it difficult for the 
women workers to gtt wages on a regular 
basis.. Women labour is denied all the 
benefits including the facility of creches for 
the tiny tots who are left in the charge of 
the older girls, who, just because they do ail 
the baby-sitting, seldom go to schools. A few 
mobile creches provided by voluntary agen¬ 
cies have only pointed to the wide chasm in 
the services. 

The National Commission on Self- 
Employed Women and Women in the Infor¬ 
mal Sector which submitted its report a few 
years ago recommended the setting up of a 
separate wing in the union labour d^rt- 
mem to deal with the problems of un¬ 
organised labour. The Commisrion felt that 
the strength and prestige of this wing would 
have to be commensurate with the respon¬ 
sibilities towards this sector of labour 
which accounts for 90 per cent of the total 
workforce. 
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Inter-Regional Variations in Health 
Services in Andhra Pradesh 

Rama Y Bani 

Economic development and availability of investible surplus, 
commercial activity and infrastructural facilities appear to be the 
major feraures determining the spread of health services in the 
private as' well as the public and voluntary sectors. A comparative 
study of advanced and backward districts in Andhra Pradesh. 


IT is well recognised that the health status 
of a population is shaped by a variety of 
factors like food, water, sanitation, hous¬ 
ing, income, education and availability 
and accessibility to health care facilities. [1] 
Health services are just one of the inputs 
required to improve the health status of 
a population. Just as health status is 
influenced by socio-economic factors, 
similarly, he^th services are shaped by 
socio-economic and political factors in 
society. [2] These factors play an impor¬ 
tant role in influencing decisions regarding 
policy, amount of resources allocated, 
choice of technology, manpower develop¬ 
ment, education and piiorities in research, 
which in turn shape health services in a 
given region.(3] 

Studies whkh have looked at health ser¬ 
vices development in India have confin¬ 
ed their attention to the national level. 
These studies have pointed out that public 
services are essentially curative, capital 
intensive and are oriented towards urban 
areas. As a result, it is not surprising that 
two types of sub-systems exist simul¬ 
taneously. One consists of the ill equip¬ 
ped primary health centre network for 
rural areas which is starved of resources 
and the other is the better equipped 
hospital network in urban areas which 
gets the lion’s share of the total 
resources.[4] Apart from the public sec¬ 
tor which is state supported, the private 
and voluntary sectors also provide health 
care. The private and voluntary sectors 
were well entrenched in the colonial period 
itself and ever since independence they 
have expanded significantly. While infor¬ 
mation on these two sectors is not easily 
available a few studies have commented 
on their sizeable presence in providing 
health care.(S] In addition to this, one 
finds that while the 60s was the growth 
period for health services, there has been 
a gradual decline in expenditures through 
the 70s and 80 e.( 6) This has been an im¬ 
portant reason for the growth of the 
private sector, which has grown signi- 
fiantly since the mid-70s.[6] (Based on 
information published by the Central 
Bureau of Health IntelUgence;) 


Hence any effort at health care plan¬ 
ning has to take into account the public, 
private and voluntary sectors. The issues 
that need to be addressed are rural-urban 
disparities in the provision of services as 
well as the inter-regional disparities across 
states. While studies at the national level 
give us indications of broad trends, the>' 
provide little information on variations 
across states. Keeping in mind the size and 
diversity of the country the Bhore Com¬ 
mittee had recommended that health ser¬ 
vices was to be a state subject. While the 
centre was to provide policy directions, the 
states had full authority with respect to 
resource allocation, location and ad¬ 
ministration of institutions. (7] 

This article focuses on the inter-regional 
differences of allopathic health services 
provided by public, private and voluntary 
sectors within Andhra Pradesh. We look 
at two economically advanced districts, 
viz, Krishna and Guntur which belong to 
the coastal Andhra region, and two 
backward districts, viz, Mahbubnagar and 
Medak which belong to the Teicngana 
region. 

Government Health Services 

A review of policy relating to health 
care in the state indicates that the outlay 
on medical and public health has been 
meagre while the priorities have been on 
strengthening allopathic medical educa¬ 
tion and curative services. There are 
337 allopathic hospitab, 786 dispensaries, 
906 primary health centres and 6,121 sub¬ 
centres functioning in the state. The total 
bed strength in this sector is 29,096. On 
an average there is one bed for 2,018 per¬ 
sons. There are 5,814 doctors and 5,663 
nurses employed in this sector that is, one 
doctor for 10,097 persons and one nurse 
for 10,366 persons. There are l,2S0 health 
visitors, 637 health supervisors, 5,012 
auxiliary nurse midwives and 10,225 mid¬ 
wives in the sute. 

Ihformation on the private sector is 
limited. Information is available only for 
21 of the 23 districts. Available data 
indicates that there are 22,192 beds in the 


private sector. (The indicated b«l strength 
is an approxunation and the actual flguics 
may be much higher.) 

The number of personnel employed in 
the private sector is not available The 
total bed strength in the voluntary sector 
is 7,013, and according to available infor¬ 
mation 373 doctors and 1,816 nurses were 
employed in this sector in 1981. The total 
tied strength in the private and voluntary 
.•.ectors is thus almost as laige as (29,295 
as against 29,096) the government sector. 
The total number of institutions, bed 
strength, bed/population, personnel/ 
population ratios are only averages and 
tell us little about how these services are 
distiibuted across districts. 

Public Sector 

The public sector bed/population 
ratio for the advanced districts is more 
favourable than for backward ones but 
from 1961 onwards the gap has narrowed. 

An additional factor that has to be kept 
in mind is that Guntur had a teaching 
hospital even before the formation of the 
state. The teaching hospital at Krishna is 
recent and the two backward districts do 
not have one at all. 

There has been a substantial growth of 
district and uluk hospitals in Krishna 
district during 1961-81. In Guntur, there 
has been only a marginal iiKicase in taluk 
hospitals and a substantial increase in 
teaching hospitals; in Mahbubnagar a 
marginal increase in beds in taluk and 
district hospitals and in Medak there was 
substantial increase between 1961-71 


Tabi f. I; Hospitals IN SELErTEoOisrRicfSor 
Andhra Pradbsh 


Districts 

No of 
Hospitals 

Total 

Bed 

Strength 

Bed/ 

Popu¬ 

lation 

Ratio 

Krishna 

IS 

976 

1:3122 

Guntur 

14 

1493 

1:2300 

Mahbubnagar 

18 

438 

1:4410 

Medak 

11 

478 

1:3780 


Source: Statiaical Division, Oirecioraie of 
Medical and HeaUh Services, 
Hyderabad, 1987. 


Table 2: Bed/Populawon Ratio in Selected 
Districts FDR 19«. 1971 and 7981 


Districts 


Wars 


1961 

1971 

1981 

Krishna 

1:4663 

1:3682 

1:3663 

Guntur 

1:3751 

1:2130 

1:2331 

Mahbubnagar 

NA 

1*^220 

1:5770 

Medak 

1:15337 

1:7226 

1:5377 


Source. Sutiflicai Divinon. Diiectmate of 
Medical and Health Services, 
Hyderabad. 1986. 
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(mainly in 1968-70} in both distiici and 
lalufc hospitals. 

The PHCVpopulatioii ratios presents 
little variation across the iwo sets of 
districts. This is in keeping with directions 
prescribed by the centre regarding 
PHC/population ratios (fable 4). With 
the introduction of manoal PHCs in 1986, 
the PHC/population ratio is more 
favourable for the backward districts. 

Thble 5 shows that the number of sub¬ 
centres have mcTeased in all four districts 
and there is very little variation in the 
sub-centre/population ratio. Unlike PHCV 
population ratio, the sub-oentre/popula- 
lion ratio is poorer in backward districts 
than in others. 

The doctor; population ratio in Krishna 
is IS,711, 7,290 in GuntUr, 14,461 in 
Mahbubnagar and 12.907 in Medak. 
There has been a steady increase in the 
number of doctors in backward districts 
from 1961 (Table 6). DifTerenccs have 
narrowed,however Guntur has a more 
favourable ratio due to the teaching 
hospitals (here. 

A fairly high percentage of the post of 
civil surgeon and civil assistant surgeons 
(hospitals) have been filled while only S6.9 
per cent of the posts of civil assistant 
surgeons (PHC) are'filled in Krishna, 74.2 
per cent in Guntur, 47 per cent in 
Mahbubnagar and 67.3 per cent in 
Medak. In general, a higher percentage of 
these posts have been filled in the advanc¬ 
ed districts than backward districts with 
the exception of Medak which has a 
higher percentage of posts filled in PHCs 
compared to Mahbubnagar. This is 
mainly because of (he proximity of 
Medak to Hyderabad, as a result of which 
doctors posted to PHCs in Medak live in 
Hyderabad and commute to work. 
However this does not give us any infor¬ 
mation on the number of doctors who 
have availed of long leave after joining 
duty, nor about the regularity of their at¬ 
tendance at the PHC. 

There has been a substantial increa.se in 
the number of nurses in selected districts 
since 1968 with (he rate of increase being 
higher in the two backward districts bet¬ 
ween 1976-86 (Thble 7). 

However a higher pcnceniage of nursing 
posts are filled in Krishna and Guntur 
(90-l(X) per cent), the more advanced 
districts than in Mahbubnagar and Medak 
where only 48 per cent and 41 per cen( of 
(he posts are dited. 

The ANM/population ratio is better in 
the advanced districts and while almost 
98 per cent of (he posts are filled in the 
advanced districts, only 77-82 per cent are 
filled in backward districts (Ihble 8). 

There is little difference in the percen¬ 
tage of posts filled in selected districts, 
however the health inspectors (HI)/ 
population ratio is better in the advanc¬ 


ed districts compared to the backward 
districts (Ihble 8). Despite the relatively 
higher percentage of posts filled, the dif¬ 
ference in Hl/population ratio exists 
because the number of posts sanctioned 
in (he backward districts is lower. 

A high percentage of health visitor 
(HV) posts have been filled in all the 
selected districts with a more favourable 
HV/population ratio in advanced districts 
as compared to the backward ones 
(Table 8). 

A review of various categories of per¬ 
sonnel in the public sector shows that 
there is no significant difference between 
ihe two sets of districts in the case of 
doctors. There is a difference in the per¬ 
sonnel/population ratios across selected 
districts ibr nurses and paramedical 
workers. TTie paucity of paramedical staff 
in backward districts affects the function¬ 
ing of PHCs and SCs in these areas. 
Therefore although there is little variation 
in PHC/population ratios acro.ss districts, 
it is quite evident that PHCs and SCs in 
backward districts are poorly staffed a.s 
compared to the advanced ones. 

Distribution of Institutions 

Ratios such as PHC/population, 
SC/populaiion or personnel/population 
tell us little about how these institutions 
are distributed within a district. Here one 
has to take into account the location of 
institutions, along with development of 
infrastructural inputs like roads and 
transport facilities, which are important 
determinants for availability and utilisa¬ 
tion of institutions. 

According to the district census hand¬ 
books in Medak and Mahbubnagar 83 per 
cent and 77.S per cent of the village fall in 


the population range of below 499‘l.999. 
respectively. In Krishna 81.5 per cent of 
the villages fall into the populinion range 
of 500-4,999 and in Guntur 73.S per cent 
of the villages fall into the range of 
5(X)-4,999. Therefore there is variation in 
the size of settlement patterns across 
the two sets of districts. However, if 
one examines the location of medical 
amenities (hey are concentrated in villages 
with a population of 5,(X)0 and above in 
all four districts; 92.86 per cent of the 
amenities in Medak, 87.10 per cent in 
Mahbubnagar, 77.12 per cent in Guntur 
and 79.22 per cent in Krishna. This 
reduces accessibility to services especially 
in backward districts where villages are 
smaller and are more dispersed. The two 
advanced districts have a higher percen¬ 
tage of villages connected by ‘pucca’ 
roads; 72.4 per cent of the villages in 
Krishna and 87.28 per cent in Guntur 
while Mahbubnagar has 58.23 per cent 
and Medak has only 47.72 per cent of its 
villages connected by pucca roads. This 
would definitely hamper accessibility to 


Tabi r 5: SuB-C’rj^i REs in Selected Districts 


Disiricis 

1981-82 

1984-83 

1983-86 

Krishna 

239 

319 

344 


(8602) 

(6443) 

(5976) 

Uuninr 

227 

337 

357 


(10,960) 

(7382) 

(6969) 

Mahbubnagar 

206 

263 

298 


(10,367) 

(8277) 

<7305) 

Medak 

136 

183 

208 


(10.192) 

(8688) 

(7644) 


Note : FiBuras in parenthesis represent the 
sub-centre population ratios. 

Source: Statiaical Division, Diicctoraie of 
Medical and Health Services, 
Hyderabad, 1987. 


Tabi I- 3; iNCRiASF IN BEDSTRENtnH IN DisTRici andTauika Hospitai sin Select ED Districts 


Districts 

1961 

1971 

1981 


District 

Taluks 

1 District Thiuka District 

Thluka 


Hostatal 

Hospital Hospiul Hospital Hospital 

Hospital 

Krishna 

350 

88 

493 182 

595 

237 

Guntur 

600* 

202 

905* 210 

94S* 

308 

Mahbubnagar 

NA 

NA 

125 225 

143 

283 

Medak 

20 

60 

80 123 

80 

IS6 

* Teaching Hospital. 






Soufce: Staiislicai Division, Dtreciorate of Medical and Health Services, Hydembad, 1986, 

Tabi t 4: PHCs AND PHCTPopulation Ratios in Selected Districts, 1961-1986 

Districts 



\bars 




1960-61 

1968-69 

1971-72 1975-76 1981-82 

1984-83 

1983-86 

Krishna 

8 (1.9 ) 

23 (0.72) 

22 (0.82) 22 (0.82) 22(0.93) 

22(0.93) 40(OJI) 

Guntur 

18 (1.3 ) 

22 (1.08) 

23 (0.92) 23 (0.92) 24 (1.03) 

24 (1.03) 

46 (0.34) 

Mahbubnagar 

3 (2.86) 

23 (0.62) 

23 (0.76) 23 (0.76) 23 (0.94) 

24 (0.90) 31 (0.42) 

Medak 

9 (1.23) 

15 (0.75) 

IS (0.89) IS (0.89) 16 (0.99) 

16(0.99) 33 (0.43) 


Noie : Figures in parenthesis represent the number of PHCs per lakh population. 
Sourer. Statiaical Division. Directorate of Medical and Health Services, Hyderabad, 1987. 
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medical ameiuUes in backward areas. A 
study conducted by (be state government 
on distribution of villages according to 
distance from PHC showed that the 
coverage in advanced districts was better: 
72 per cent of the villages in Krishna and 
70 per cent of the villages in Guntur 
within 15 km of a PHC. In backward 
districts 58 per cent of the villages in 
Mahbubnagar and 61 per cent Of the 
villages in Medak were within 15 km of 
a PHC (Tkble 9). 

Ashish BosejS] who has done a similar 
exercise for a few north Indian states 
points out that little attention is paid to 
variation in size of settlement patterns in 
the health policy. This has resulted in a 
blanket approach to the location of 
institutions irrespective of population 
density or size of settlement patterns. 
These differences become even sharper 
when one takes physical accessibility, 
i e, how many villages are linked with 
roads and availability of transport 
facilities. 

Private Sector 

While the public sector has expanded 
considerably, so has the private sector. 
Private medical practitioners in rural areas 
are often untrained persons dispensing 
allopathic medicine and their presence is 
fairly widespread across districts. 

Available data on nursing homes in* 
dicates that the advanced districts also 
have a higher bed strength relative to 
population compared to the backward 
districts flkble II). The growth of private 
nursing has been significant in the advanc¬ 
ed districts with the bed strength in the 
private sector double that of the number 
of beds, in the public sector (^le 12). The 
Indian Medical Association membership 
can be taken as a supportive index for 
private institutions and it is seen that there 
are more members in Krishna and Guntur 
than the backward districts. 

The highest concentration of nursing 
homes in the advanced districts is in cities 
followed by towns. Even in backward 
districts they ate restricted to major towns. 
Basically they are urban-based and pro¬ 
vide mainly curative services with little 
public health input. 

Institutions in the voluntary sector are 
essentially run on a non-profit basis. The 
majority of these agencies are run by mis¬ 
sionaries. The distribution of voluntary 
agencies across selected districts, both in 
terms of number of institutions and bed 
strength is skewed in favour of advanced 
districts. Although year-wise information 
is not mniirtile regarding establishment of 
institutions, several dispensaries were 
esublished during the turn of the century 
by missionaries in Krishna and Guntur 
districts which were under Madras 
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Presidency. In Medak and Mahbubnagar 
which were under Nizam’s rule, com¬ 
paratively fewer hospitals were establish¬ 
ed missionaries during the early 1900s. 
This difference still persists in a stark 
fashion. 

The distribution of voluntary agencies 
is not only skewed in favour of advanced 
districts but even within these districts, 
there are more agencies in the advanced 
taluks. The availability of pucca roads, 
electricity and communication seems to 
influence location of agencies. This partly 
explains why there ate more agencies 
working in the relatively advanced taluks 
in Krishna and Guntur, in Mahbuonagar 
and Medak there are not only fewer 
organisations but most are without elec¬ 
tricity. or a post office though not all of 
them had pucca roads. Another note¬ 
worthy feature is that the proximity of 
these backward districts to the city, 
Hyderabad, becomes an important factor 
in the location of agencies, since this 
allows the staff to live in the city and com¬ 
mute to work. A number of voluntary 
agencies, for instance, have been located 
in the districts surrounding Hyderabad, 
viz, Ranga Reddy, Medak, parts of 
Mahbubnagar and Nalgonda. 

Factors Influencing Growth of 
Health Services 

The overall trend in all three sectors is 
for services to be mote concentrated in the 
advanced than the backward districts with 
(he least variation being within the public 
sector. 

The reason for lower inter-district varia¬ 
tions in the public sector is probably a 
reflection of political factors. Fbr instano^ 
the conscious attempt of the government 
to maintain regional balances within the 
sMte has been an important factor for the 
relatively low inter-district differences. 
This is well-illustiated in the case of the 
narrowing of differences between the 
selected districts in Iklengana and coastal 
Andhra .in terms of bed/population and 
institutions especially from 197|—an 
aftermath of the Ibiengana agitation 


which highlighted the socio-economic 
backwardness of Ibicngana. 

Although the average PHC/populatkm 
ratios show little variation across districts, 
political pressures have played an impor¬ 
tant role in the location of PHCs. Uptili 
the mid-60s this was governed by the AP 
Panebayut and Zllla Parishad Act, 1959. 
Accofding to which a specified amount of 
land and cash had to be contributed by 
villages for the setting up of PHCs. Due 
to the contributory nature of the scheme 
any village that donated required amount 
of land and cash could have a PHC. As 
a result of this “some primary health cen¬ 
tres were located at one end of the block 
where communication, education and ac¬ 
commodation facilities were not avaiiaMc; 
and coverage was much reduced**.f9] There 
was also an instance of a block having two 
PHCs while others had none Hiis 
definitely affected the availability of, and 
accessibility to services. By about the 
mid-1960s the state government assumed 
full resDonsibiliiy for locating PHCs but 
local politicafpressures continued to play 
an important role What is important here 
is the fact that welfare measures are used 
by local leaders to consolidate their posi¬ 
tion and redeem (heir campaign pled^ 
One would therefore agree with Frencine 
Frankel who points out that high caste 
leaders often redeem their campaign 
pledge by providing drinking water, school 
building or other weliare services to con¬ 
solidate their position.[10] The use of 
welfare services ministers to strengthen 
their own position in their constituency 
is well-illustrated in the case of an increase 

Table 7: Nurses in Government Services 


years 


Districts 

1967-68 1975-76 1983-86 

Krishna 

88 

112 

267 

Guntur 

185 

192 

3S6 

Mahbubnagar 

SI 

37 

162 

Medak 

28 

35 

138 

Source. Statisical 

Division. 

Directorate of 


Medical and Health Services, 
Hyderabad, 1986. 


Taue 6: Government Doctors (Aluokcthic) in Selected Districts I96I-I9M 


Districts 


Years 


1961 

1971 

1^1 

1^(6 

Krishna 

Guntur 

Mahbubnagar 

Medak 

71 (1:29.239) 
189 (1:15,920) 
49 (1:32,448) 
29 (1:42,310) 

121 (1:20,603) 
304 (1:9,355) 

84 (1:23,000) 
63 (1:23,285) 

158 (1:19,291) 
349 (1.9,839) 
126 (1:19,396) 
94 (1:19,223) 

194 (1:15.711) 
471 (1:7,290) 
169 (1:14.461) 
140 (1:12,907) 


Note : Figures in parenthesis indicaie docior/population ratios. 

Soufces- (I) Government of AP, Sieiistical AlaMictt, Bureau of Economics and Stalislic^ 
Hyderabad. (2) Siaiisiical Division, Directorate of Medical and Hodlh Services, 
Hyderabad. HI Government of Andhra Pradesh, Handbook qf Medfeof emf MmIrA 
Statistics. State Bureau of Health Intelligence. Directorate of Medical and HcMtb 
Services, Hyderabad, November 1976. 
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ill bed itmiillM in taluk and district 
hospitals. F»r example, in the taluk 
hospital at Cudivada whkh was the chief 
minister's constituency, the bed strength 
was increased from 30 to 75 during 
1985-86. This also happened in the taluk 
hospital at Mangalagiri, which was the 
constituency of a former health minister. 
During the same period there was no in¬ 
crease in bed strength in Mahbubnagar 
and an addition of only six beds to a taluk 
hospital in Medak. 

While political factors do influence 
development of health services, the 
general level of economic and infrastruc¬ 
tural development influences accessibility 
to the utilisation of institutions. As 
discussed earlier infrastntctuial inputs like 
roads and transport facilities arc better 
developed in the advanced districts as 
compared to the backward ones. The 
Kerala experience has shown that an even 
spteatk of health services coupled with 
well-developed infrastructural inputs has 
contributed to better accessibility and 
utilisation of institutions.[l2} in Kerala it 
is the nature of settlement patterns, size 
of villages, roads and transportation 
which increase accessibility to health ser¬ 
vices. A study of primary health centres 
in Andhra Pradesh points to the lack of 
adequate roads and transport facilities as 
an important reason for reduced ac¬ 
cessibility to these institutions. [I I j The 
general level of development of a region 
also influences the willingness of staff to 
work. Most doctors prefer to work in 
urban areas. When they ate posted to 
PHCs they prefer advanced districts to 
backward ones because they are ensured 
certain minimum facilities like water, elec¬ 
tricity, transport and schools. In certain 
PHCt in Nalgonda, Medak and Mahbub¬ 
nagar, it is not uncommon to find the 
posts of doctors vacant cither because 
they have not been filled or the doctor 
aftw joining, has taken long leave. In such 
insunces it is the parametfical staff who 
run the PHCS. 

In terms of bed strength. Krishna and 
Guntur districts have a higher bed 


strength compared to Medak and 
Mahbubnagar. In fact the private bed 
strength is almost double that of the 
public sector in the advanced districts. In 
order to explain this variation, one needs 
to took into the changes that have taken 
place in the structure of the economy in 
the advanced districts as a result of the 
green revolution which saw the rise of rich 
peasants and capitalist farmers who 
diverted the surpluses accruing from the 
green revolution into a number of com¬ 
mercial and industrial activities.[12] The 
commercial enterprises included hotels, 
cinemas, shopping centres as well as nur¬ 
sing homes. Although we do not have in¬ 
formation on the years of establishment 
of institutions for all the scleaed districts, 
the data for Krishna district shows that 
miwimum growth of private nursing 
homes took place during the late 1970s to 
early 1980s, which is the period when 
other commercial enterprises also grew in 
these areas. 

The growth of the private sector in 
health care is directly related to the level 


oi econoimc oevetopawm. i«i ubk is 
lo^cal because it is the eotmomically 
developed areas which not only provide 
the market (or these services but also the 
surpluses to invest in c om mercial enter¬ 
prises. This in fact tends to increase the 
inter-regioiud differences with respect to 
provision of health services bidween 
advanced and backward districts. 

In the voluntary sector the number of 
institutions, bed/population and person- 
nel/population is clwly skewed in favour 
of the advanced districts. The reasoiB for 
this variation are many. I^tstly, since 
Krishna and Guntur were under Madras 
presidency, a number of dispensaries were 
establish^ by missionaries during the 
turn of the century. This was not the case 
in Mahbubnagar and Medtdc which were 
under Nizam’s rule. In Krishna and 
Guntur districts, Christians are the second 
largest community unlike in Mahbub¬ 
nagar and Medak where Muslims con¬ 
stitute the second iaigot community. 
Secondly, during the 1970s, there was a 
spurt in the'growth of voluntary agencies 


TABLE 9: PFSCENTAtiE DiSl RIBUTION Of VII.I.AOES ACCORDING TO DISTANCE FROM HEALTH CENTRES 


Districts 

Percentage of Villages according to Distance from Within 


5 km 

6-15 km 

Above 16 km 

Ibial 

Krishna 

25.51 

46.12 

28.38 

100 

Guntur 

23,74 

45.28 

30.98 

100 

Mahbubnagar 

17.91 

40.55 

41.54 

100 

Medak 

23.00 

38.00 

39.00 

100 

Source: Govemment of Andhra Pradesh, Report on Village Amenities in Rural Areas, Bureau 

of Economics and Statistics, Hyderabad, 1980, Thbie 15. 


Tabi t lOr Kes.istered Private Praltitioners (Rural) ani>.RPP/Popiii ation Ratios for 


Seleiteo Districts—1981 and 1985 


Districts 

1981 

RPP/Population 

1985 

RPP/Population 

Krishna 

142 

1:14,478 

258 

1:7,968 

Guntur 

277 

1:8,981 

309 

1:8,051 

Mahbubnagar 

103 

1:21,135 

198 

1:10,994 

Medak 

118 

1:13,474 

169 

1:9,408 


SourcfT. (0 Census of India 1981, Series 2. Andhra Pradesh Disirici Handbooks. VOtagelMnc- 
lories,, Hyderabad. 1985. 

(2) Governmeni of Andhra Pradesh, Mandat Handbooks, EMslrtct Planning Board, 
Hyderabad, 1985. 


Table 8- ANMs, Heaith Inspectors and Heaith Visitors in Selected Districts, 1^7 


Districts No of Posts Sanctioned 


No Filled 


Per Cent Posts Filled 


No Vac^ant 


Health Personnel/ 



ANMs 

Health 

Health 

ANMs 

Health 

Health 

ANMs 

Health 

Health 

ANMs 

Health 

Health 

Population Ratio 



Inspec- 

Visitors 


Inspec- 

Visitors 


Inspect- 

Visitors 


Inspec- 

Visitors 

ANMs 

Health (ftalth 



tors 



tors 



tors 



tors 


Poputai- Inspec- Visttots 














ion 

tor Popu- 















Popu- lation 















iation 

Krishna 

360 

172 

84 

349 

165 

79 

96.9 

95.9 

94.0 

II 

7 

5 

1:5891 

1:12460 1:26025 

Guntur 

397 

207* 

92 

393 

206 

90 

98.9 

99.5 

97.8 

4 

1 

2 

1:6330 

1:12077 1:27644 

Mahbubnagar 319 

97 

54 

262 

94 ' 

50 

82.0 

%.9 

92.5 

57 

3 

4 

1:8309 

1:23159 If43540 

Medak 

223 

84 

47 

171 

71 

45 

76.6 

845 

95.7 

52 

13 

2 

1.-9298 

1:21394 1:35333 


• tor 1983. 

.Soi/rtv: Staiisttcal Divisioh. Directorate of Medical and Health Services. Hyderabad, 1987. 


966 


Economic and Political Wrekly May IS, 1998 


opedanr in KtUiu nd auBtw 
This was ns a result of a severe csfcioiiic 
storm and the tidal wave in 1977 when a 
number of voluntary agencies started pio- 

Tamj= II: Nuking Homes AND Bed Stkencth 
F o* Selected Districts. 1984 


Districts Number Appro- Bed/ 

ximate Bapula- 
Bed lion 
Sirengih Ratio 


Krishna 

210 

3024 

1:1,007 

Guntur 

134 

3475 

1:998 

Mahbubnagar 

NA 

736 

1:3,320 

Medak 

NA 

357 

1:5,061 


Sourer. President, Andhra Pradesh Nursing 
Home. A.vsociation, Hyderabad, 1986. 


TaBI.( 12: DiSTRIHtillONOr GoVLKNMLNT AND 
pRiVATt Beds in Sci eited Dismins. 1984 


Districts 

Number of Beds 


Public 

Private 

Krishna 

1591 

3475 

Guntur 

1062 

.3024 

Mahbubnagar 

528 

736 

Medak 

382 

357 


Sourtes: (1) President, Andhra Pradesh Nurs¬ 
ing Homes Association, Hyderabad, 
1986. (2) Statistical Division, Direc¬ 
torate of Medical and Health 
Services, Hyderabad. 


Tabie 13: iNStiTuiKiNS AND Bros in 
Voluntary Sec tor in Sh k ted 
Disirkts. 1984 


District:. 

No of 

Bed 

Bed/ 


Insti- 

Strength Papula 


lutions 


lion 

Ratio 

Krishna 

30 

922 

1:3.298 

Guntur 

30 

901 

1:3,811 

Mahbubnagar 

8 

222 

1:11,018 

Medak 

7 

58 

1:31.500 


Sourer. Direaory oj yotuniary Health Agen¬ 
cies, Andhra Pradesh Voluntary 
Health Association, Hyderabad, 1984. 


Table 14: Estabi ishmentoe Private Nursing 
Homes from 1982 in Krishna District 


'fears No of institutkuis 

Established 


1982-84 

74 


1979-82 

35 


1976-77 

19 


1973-76 

25 


1970-73 

IS 


1965-70 

20 


1956^5 

11 


1945-56 

4 


>fean esublished 



nM known 

7 



210 



Smckt. Plcwlcm, AP Nursing Homes Associa- 
Ikm, Hyderabad. 


vidi^ nUef to the victims of the cychNre 

Ouitng the seme period n few organiu* 
tions were esubtished m MahbubriMer 
and Medak. 

The distribution of viduntary agencies 
in the advanced districts is skewed in 
favour of the well-developed taluks within 
these districts. Jesani et al [13] in their 
report on voluntary organisations in 
hraith care in Maharashtra observe a 
similar pattern of distribution as in our 
study dikricts. They have found that near¬ 
ly 70 per cent of the voluntary agencies 
are concentrated in the relatively 
developed districts. They have also observ¬ 
ed that in the selection of districts for 
location of agencies voluntary organisa¬ 
tions prefer those areas where infrastruc¬ 
tural facilities are adequately developed. 
The logic of kKation of voluntary agen¬ 
cies appears to be similar to that of the 
private sector, i e, they are located and are 
active in areas with better economic and 
infrastructural facilities. Are infrastruc¬ 
tural inputs an essential pie-requisite for 
efficient utilisation and functioning of 
health services? Do voluntary agencies 
choose developed areas because the pro¬ 
fit motive leads them there or in order to 
show better results in their work or for 
some other reasons? 

(This anidc » based on the M Phil dissenaiion 
submitted to Jawalurlal Nehru University, New 
Delhi. Far comments on an earlier draft of this 
paper I would like to thank my supervisor, Im- 
rana Qadeer.) 
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PERSPECTIVES 


Indians New Secular Activism 
Exploding Some Myths 

Asmni K na> 


Contemporary secular discourse in its obsessive concern exclusively 
with the communal politics of manifestly communal parties as 
being the main source of communal violence has tended to ignore 
the larger structure of violence within the political system. Secular 
discourse needs to be anchored within the primary concerns of 
political .science around the nature of the state in a plural society 
and more specifically, liberal democracy as a structural imperative 
of India’s territorial integrity. 


COMMUNM- poiiiics has always thrived 
Off elemental passunis based on myths 
and folklores around a perceived stereo¬ 
type oppressor eNislenlial or historical—to 
justify its own belligerence, in fact, most 
ideological inspirations have been mobilis¬ 
ed around the peiceived stiength of the 
‘immoral adversary' based on such myths. 
The Nobel Laureate, P M S Blackett, des¬ 
cribed it, in the conte.x* of the Cold War, 
as the ‘looking-glass strategy' through 
which one tries to build in the image ol 
a highly magnified vision ol the adversary. 
Communal politics in India has also 
broadly followed the same historical 
pattern. 

Not Just communal politics in the sense 
of the well known teligious identities but 
the increasing proliferation of many othei 
revivalist ascripiive identities around 
language, caste, tribe and spatial locations 
in India in recent times, have lollowed 
much the .same pattern of muss mobilisa¬ 
tion. This IS not to suggest that, they are 
all ‘false consciousness’, or necessarily 
retrogressive in iheii social or political 
implications. They aie often legitimate 
expressions of individual choice in the 
liberal democracy ol a plural society, par¬ 
ticularly with India’s staggering range of 
such diversities; and, their respective social 
or political implications cannot be objec¬ 
tively pre-determ I tied, except on norma¬ 
tive giounds, which are always contestable. 
India's liberal democracy, within its con¬ 
stitutionally emshrined structure of equal 
rights of citi7cnship, does not provide for 
any normative hierarchy among such 
identities, ascriptive or otherwise. ^ that, 
while the content of such aspirations may 
be perfectly legitimate and predictable in 
a predominantly traditional plural society, 
the form of such assertions ought to be 
the critical test of their democratic 
legitimacy. It is within this framework that 


the high-profile assertions of Hindu com¬ 
munal politics ought to be viewed. 

But .secular perceptions of Hindu com¬ 
munal politics, specially since the begin¬ 
ning of the Ayodhya dispute, seems to be 
heavily influenced by the impact of 
relatively recent events, around which a 
lot of counter-myths have been conjured 
by a section of new secular activists. This 
has led to a highly stylised image of the 
adversary and a certain level of demonisa- 
lion of the communal ideology and com¬ 
munal politics, particularly its Hindu ver¬ 
sion. While Hindu communal ideology, 
because it is targeted at the majority, poses 
a qualitatively different kind of threat to 
India’s liberal democracy in its present 
tenuous .stage, the perception of its 
strength, resilience and potentials, appears 
to be both unreal and counter-productive. 

The recent series of events influencing 
the new perception are: (i) the new sym¬ 
bols of Its mass mobilisation around 
historical structures of oppression, with 
multiplier potentials; (ii) the improved 
electoral performance of the BJF in the 
general elections of 1991, with its ideology 
of Hindutva; (iii) the emergence of a 
Sangh Parivar, with visible operational 
convergence of aims and objectives on the 
Ayodhya dispute and the destruction of 
the Babri Ma.sjid; and (iv) the communal 
violence around the country, particularly 
its most asymmetrical location this time, 
in the commercial and industrial centre of 
Bombay, including some of its prestigious 
residential areas. Together, such events in 
quick succession tend to mystify our im¬ 
age of Hindu communalism. But let us 
ftrst analyse each of these events separate¬ 
ly to establish the nature and extent of 
their linkages, rather than assume a logical 
continuity between them simply because 
of their temporal and sequential conjunc¬ 
ture Before that, we ought to situate these 


events within the historical and empirical 
context of India’s contemporary political 
economy. 

Quite obviously, communal ideology 
and Hindu communal politics, despite 
their long ancestry in India, have a parli- 
cqlarly favourable conjuncture of global 
and national politics in recent times: the 
retreat of communist ideology, the global 
assertion of revivalist ascriptive identities, 
the growth of Islamic fundamentalism 
around India’s neighbourhood and its 
exposure to the new role-models of our 
nouveau riche culture—the NRIs—with 
critical nexus within the political economy 
and the continued tensions in our relation 
ship with Pakistan and Bangladesh, sup¬ 
plemented by the recxnt politics in Punjab 
and Ka.shmir, have all contributed to the 
projection of a new profile to Hindu iden¬ 
tity in recent times. 

Within domestic politics, the collapse 
of the earlier party-system at the national 
level, the leadership-vacuum within the 
remnants of the Congress Party after the 
Gandhi-Nehru era, the popular resent¬ 
ments against the Janata Dal’s ‘Manda- 
li.sation’ plans, and the dent in the 
ideological appeal of the mainstream 
communist parties within their residual 
ideological masthead of secularism, have 
all contributed to the advantage of the 
BJP as the only remaining organised na¬ 
tional party. 

Under such circumstances, a causal 
nexus between the relative .salience of the 
Hindutva ideology, and the accretion of 
the strength of the BJP as a political party, 
seems to be axiomatically assumed withtn 
the new secular discourse. This, as we 
would argue, could be easily over-deter¬ 
mined. to the n.lP’s advantage. Besides, 
.since the elections of 1991 was preceded by 
the communal politics around Ayodhya— 
the ‘rathayatra’ and the ‘shilanyas—the 
BJP has sought to project its relative elec¬ 
toral success as par! of a new resurgence 
of Hinduism through Hindutva,- a sharp 
communal polarisation of the society 
around Ayodhya, of which, it claims to 
be the sole beneficiary if true, it has 
ominous potentials, because such symbols 
of historically perceived oppression could 
offer unlimited potential for communal 
politics in India’s ancient civilisation. But 
again, as we would argue, such claims are 
based on a highly stylised version of the 
reality. 

But before we analyse BJP’s claims, it 
should be obvious that the search for 
historical symbols of oppression for pur¬ 
poses of communal mobilisation is an 
indication of the absence of more potent 
credible options based on existemial 
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rnbtKs. Within India’s demographic pro¬ 
file of the religious communities, it would 
be difficult for Hindu communal politics 
to mobilise passions around an existential 
adversary as the oppressor. In fact, with 
India’s dominant and deprived sections 
cutting across its multiple ascriptive 
identities—though not proportionately— 
it may be difficult to identify any single 
identity as the oppressor on a cross¬ 
national scale Consequently, Hindu com¬ 
munal politics had to invent folk-myths 
around relative population increase of its 
adversaries, doomsday scenarios around 
the' migration from neighbouring countries 
and, above all, search for symbols of 
historical oppression. They are all evidence 
of the desperate .search for alibis of a weak 
case, rather than of the strength of a 
powerful force. So that, while such sym¬ 
bols in India’s ancient civilisation may be 
relatively easy to discover, or invent, as 
credible issues through which to derive 
durable electoral dividends, their signi¬ 
ficance could be easily exaggerated. 

Even on the Ayodhya dispute, given the 
historical legitimacy of the Hindu-Muslim 
divide in the subcontinent, continuously 
reinforced by Indo-Paki.stan tension!., it is 
not unlikely that a relatively large section 
of Hindus may have been generally sym¬ 
pathetic to the BJP’s version of (he history 
of Ayodhya. But, surprisingly, according 
to an opinion poll, published in Frontline 
(May 25, June 7,1991) immediately before 
the general elections, only 43 per cent 
respondents supported the BJP/VHP 
stance on Ayodhya, while 41 per cent op¬ 
posed it; but more significantly, only 19.1 
per cent voted for the BJP in the general 
elections immediately thereafter. This 
would substantiate our hypothesis that 
support to BJP’s views on Ayodh)^ could 
not be coterminous with electoral support 
for the party, and, much le.vs, a post-dated 
endorsement of the subsequent destruction 
of the mosque 

At any rate BJP’s I9.I per cent votes 
would be as deceptive an indicator of the 
appeal of Hindutva in India in 1991, as 
much as its 7.4 per cent votes in 1984, or 
11.4 per cent in 1989. In fact, in sharp con¬ 
trast to the BJP claims, the ‘Ayodhya/ 
Communalism’ issue did not even figure 
as a significant issue in the voting 
preference of a large proportion of voters 
in 1991. According to an opinion poll by 
MARG for India Today (May 31, 1991), 
in 1989, 1990, 1991, only 13 per cent, II 
per cent, and IS per cent respectively of 
the respondents considered it to be the 
most important, compared to 44 per cent, 
54 per cent, and 47 per cent who con¬ 
sidered ‘price rise’ to be the most impor¬ 
tant in the corresponding years, and ‘cor¬ 
ruption’ by 36 per cent, 25 per cent. So 
that, either as a reasonably reliable index 


of the appeal of its ideology of Hindutva, 
ot its stance on Ayodhya, WP’s best-ever 
election success in 1991, nowhere near a 
majority of the Hindu votes, remains em¬ 
pirically untenable. In fact, going by the 
media reaction to the destruction of the 
mosque, the BJP’s electoral appeal could 
even have declined. 

Such a possibility cannot be discounted 
because of other factors. Since the late 
60s, because of the mushrooming proli¬ 
feration of various ascriptive identities, 
along with Hindu-Muslim communal 
politics, all political parties have 
reoriented their electoral strategies to 
ensure that no party is able to derive any 
special advantage on this score. All 
political parties take into account con¬ 
siderations of religion, caste, language, etc, 
in their electoral strategies, along with the 
BJP, to ensure that the advantages of most 
such identities are either evened out or 
shared. So that the increasing salience of 
ascriptive identities in Indian democracy 
has been accompanied by a corresponding 
decrease in the electoral weightage of any 
single ascriptive identity, including Hin- 
duiva, at the national level. Over-indul¬ 
gence with Hindutva, in India’s multiple 
social plurality, has (he potentials of a 
double-edgetl sword for the BJP; and after 
the incidents at Ayodhya, the BJP may 
find it difficult to underplay it even when 
in duress. It may be faced with such com¬ 
pulsions in the foreseeable future, as we 
would argue. 

BJP’s relative electoral success in 1991 
could be explained by the domestic 
political conjuncture mentioned earlier, 
which, for the first time, changed the elite- 
perception of the BJP, on the eve of the 
elections, to a ‘winnable’ party, thereby, 
attracting free-floatrng vote-banks and 
funds. In fact, most general elections since 
1971 have been won and lost on the basis 
of ‘waves’ created by floating vote-banks 
deserting ‘sinking ships’ and gravitating 
towards potential winners. The high- 
profile professionals from the civil services 
and the armed forces who switched loyal¬ 
ties with fanfare on the eve of the elec¬ 
tions were no sudden converts to Hindutva, 
some of them had been the hand-picked 
favourites of the Nehru-Gandhi family in 
the past. Eminence, drawn from such 
social groups, had earlier opted for the 
Janata Party, or the SJP, on the basis of 
their perception of ‘winnability’, thereby, 
anticipating and augmenting the ‘wav^. 

Under the favourable conjuncture of 
circumstances of 1991, 19.1 per cent elec¬ 
toral support in the country docs not 
make tne BJP electorally invincible If its 
relative success in 1991 is conjunctural, 
then a different conjuncture of electoral 
chemistry could dent BJFs image of ‘win¬ 
nability’ to set off the reverse-flow of 


funds and eminence to make it vulnerable 
The response of the ‘eminent citizens’ of 
Bombay, particularly its top industrialists, 
whom the BIP has been wooing for some¬ 
time in the recent past, to the destruction 
of the mosque and the communal violence 
could have already set off such a process. 
But the impact of the events on the elec¬ 
toral chemistry would depend upon how 
soon the members of parliament and the 
ruling party could be persuaded to risk 
their perks of office to renew their 
mandate 

Objectively, it suits the BJP to delay the 
elections, to cut its losses from the trauma 
of recent events. But a possible electoral 
reverse, for the BJP in the foreseeable 
future is unlikely to reverse the general 
trend of accretion of strength of com¬ 
munal politics in India around its multiple 
ascriptive identities. It would only help in 
further reducing the electoral potentials 
of any single ascriptive identity for any 
political party with stakes in capturing 
state-power at the national level. In the 
case of the BJP, it could generate compul¬ 
sions in the direction of an operational 
dilution of the ideology of Hindutva, to 
accommodate the aspirations of other 
ascriptive identities. Straws in the wind, 
after the vandalism at Ayodhya, already 
suggest such a possibility. But if that takes 
place, the BJP in term.s of its content, 
would not be strikingly different from the 
Congress, Janata Dai or many other par¬ 
ties. except for being more organised. 

Such a possibility may now appear to 
be far-fetched, even wishful prophecy, 
largely because of the events around 
Ayodhya leading to the destruction of the 
Babri Masjid. The operational unity of 
aims and objectives within the Sangh 
Parivar around Ayodhya could have tend¬ 
ed to mystify secular perceptions around 
a monolith, master-minding, planning 
and executing the vandalism and blowing 
hot and cold after the fait accompli as 
part of a pre-planned political drama. 
That the destruction of the mosque was 
unquestionably pre-planned lends credence 
to such a conspiracy theory. But careful 
scrutiny reveals possible caveats in such 
assumptions. 

Firstly, while the leadership of the 
Parivar, as such, owes moral and political 
responsibility for both the destruction of 
(he mosque and the communal violence, 
their political costs had to be exclusively 
borne by the BJP in terms of its loss of 
credibility for governance within its 
predominantly urban middle-class politi¬ 
cal base, as distinct from (he social base 
of the VHP and the Bajrang Dal in the 
rural areas and in urban villages respec¬ 
tively. The violence in Bombay, particular¬ 
ly its swanky residential neighbourhoods, 
were also at the political cost of the BJP 
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by aJicnaiing the leaders of big business 
whom the party has been trying to woo 
in the recent past. No other constituent 
of the Parivar had to share the political 
costs. Such asymmetrical political costs of 
the recent events, among the various con¬ 
stituents of the Parivar were predictable 
long before the count-down of the demoli¬ 
tion. and must have been obvious to the 
BJP leadership. 

Secondly, the RSS, the VHP and the 
Bajrang [M. with no visible stakes in elcc- 
torai politics can afford to be ruthlessly 
self-ri^teous in whipping up Hindu com¬ 
munal passions, which, beyond a point, 
could cause diminishing returns in terms 
of electoral dividends for the BJP. 

in the immediate aftermath of the 
destruction of the mosque, such divergent 
goals within the shared worldview of the 
Puivar manifested themselves in the elo¬ 
quent silence of the leaders of the RSS 
and the VHP, including its sadhus and 
sants, the flamboyant rhetoric of Bal 
Thackeray, formally, only a neighbour of 
the ftrivar, as apart from Advani’s formal 
acceptance of moral responsibility and 
Vajpayee’s remorse. The full evolution of 
such divergences appears to have been 
stalled in mid-stream by the politically 
counter-productive dismissal of the BJP- 
governments. arrest of the leaders of the 
Parivar and banning of the RSS. This may 
have enabled the Parivar to cut its losses 
by forcing its constituents to close their 
ranks in a crisis. 

Such a hypothesis cannot be ruled out, 
because, in the past, such divergent goals 
of the present constituents of the Parivar. 
visibly manifested themselves in the poli¬ 
tical arena. For long, after the assassina¬ 
tion of Gandhiji, the BJP disowned any 
links with the RSS in sharp contrast to 
their present publicised honeymoon 
within tiK Parivar. Similarly, the RSS had 
threatened to support Indira Gandhi, 
against the BJP, in the carly-80s, the 
parleys breaking^ down not on principles 
but because of- lack of mutual trust. As 
part of the Janata Party, the BJP had been 
a political ally of the Akalis, well beyond 
the scope of vedantic Hinduiva. 

As a national political party, axio- 
matically committed to the capture of 
sute-power, it may be compelled in future 
to share it with other ascriplive identi¬ 
ties—beyond Hinduiva—that are simul¬ 
taneously asserting themselves with in¬ 
creasing stridency for their share, in fact, 
as argued, that is among the few available 
options for the BJP at the national level 
In such an eventuality, even as a dominant 
partner, the BJP would be compelled to 
climb a f(W pegs down the wrung of Hin- 
dutva, even at the cost of the RSS. Such 
a possibility seems to have been anti¬ 
cipated by the BJP in its new onphasis on 


(he idiom of 'positive secularism’, as apart 
from Hindutva, to distinguish itself 
from its alleged ‘pseudo-secularism’ and 
‘minorityism’. The line of retreat from the 
Parivar or a negotiated consensus cm Htn- 
dutva is unlikely to be totally closed by 
the BJP. 

The reported entry of the Shiv Sena, 
formally outside the l^rivar imo the fray 
at Ayodhya and in the vkrienoe in Bombay 
and Surat, has made the Rvivar more in¬ 
congruous. Beyond Ayodhya, Shiv Sena’s 
relations with the BJP and the Parivar is 
sharply antagonistic; simply as a regional 
activist wing ot Hindutva, its political 
identity, vis-a-vis the BJP is at stake but, 
its regional chauvinistic appeal to 
underscore its autonomy, while undermin¬ 
ing Hindutva, is also at the political cost 
of the BJP. That could explain Shiv Sena’s 
long informal alliance with the Congress 
Party at the regional level. 

The perception of the SaAgh Parivar as 
a monolith, because of the present con¬ 
vergence of interests among groups with 
divergent goals within their shared Hindu 
communal worldview, seems unreal and 
in conformity with Sip’s interests to 
perpetuate the myth of its continued 
winnability. 

On its own organisatioiud strength, as 
a political party, BJP has remained 
vulnerable because of its continued 
dependence overwhelmingly cm the urban 
trading community, whose economic in¬ 
terests arc difficult to reconcile with either 
big business,or working classes; it is less 
likely to be .so in the new phase of struc¬ 
tural adjustment. Such a social group is 
traditionally susceptible to communal 
propaganda, but its business interests are 
directly affected by violence of any varie¬ 
ty. BJP’s culpability in stoking the present 
round of violence is unlikely to go d(}wn 
very well with such a social group of elec¬ 
toral weathercocks. Besides, wielding 
power in seme states in recent times, it has 
accumulated its share of fat at all tevels 
of its organisation, with its links with 
the criminal underworld, the NRIs, the 
bureaucracy and the coercive apparatus, 
like most other parties in contemporary 
India’s politics of anomie. But unlike 
other parties, the BJP has depended in re¬ 
cent times on elemental passions that are 
relatively easy to arouse but difficult to 
be put under the lid; it is perennially fac¬ 
ed with Frankenstein’s monsters, like 
Indira Gandhi discovered at the cost of 
her life in Punjab. In the next electoral 
battle, the BJP would be faced with its 
monsters from inside the Parivar deman¬ 
ding their pound of flesh from the spoils 
of Ayodh^, while facing its adversaries 
outside It is not going to be easy for the 
BJ P to perpetuate its image of winnabili- 


ty, unless helped by the lapses of its 
adversaries. 

BJP’s actual role—as distinct from its 
undoubted political responsibility—in the 
present round of communal violence in 
the country is strictly an empirical ques¬ 
tion. But, as we would argue, not parti¬ 
cularly important for an assessment of 
the strength of Hindu communalism in 
general, or the BJP in particular, and 
much less fw purposes of prescriptive for¬ 
mulations to contain communal violence 
in India. But to the extent that communal 
violence stokes communal politics, in a 
dialectical sense, it may help to have a 
closer look at some of the axiomatic 
assumptions about their linkages, to be 
able to relate them to the present events. 

Firstly, the generic concept of com¬ 
munal violence continues to be used too 
ambiguously to describe many diverse 
types of violence. For example; the com¬ 
munal violence in 1984 was simply a case 
of one political party’s violence against 
a community; the communal violence in 
Meerut (1967), Karimganj (1968), or in 
recent times in Meerut. Ahmedabad, 
Bhiwandi were between two communities. 
Most cases of communal violence in UP 
and Bihar have been between the police 
and the minorities. In Punjab, JCashmir, 
Assam and the north-east, communal 
violence has been of a signiFicantly dif¬ 
ferent nature. Besides there has been com¬ 
munal violence among trading communi¬ 
ties, builders, landlords, tenants, against 
unauthorised encroachers and among 
working classes and within the under¬ 
world Most communal violence, even 
when between two distinctively iden¬ 
tifiable ascriptive identities, has involved 
equally distinct interest-groups, often 
p^ominantly sa Under such ciicuro- 
stanccs, violence is communal only in an 
extremely limited sense. 

The present round of communal 
violence, all obviously sparked off by the 
events at ^fodhya also had its targets 
around other identities beyond the ap¬ 
parently ascriptive ones. They could 
provide an opportunity for exploring the 
influence of dtemative, or parallel, con¬ 
tinuum. within the increasing level of 
general vioienoe in society with the recent 
manifestations of communal violence. 
The violence in Bombay, including its 
upper- class residential areas, or in Surat, 
Ahmedabad, Ddhi, etc, may have all been 
communal violence in a generic sense; yet 
may be significantly asymmetrical in 
terms of local specificities, including 
interest-groups. The present secular 
assumptions of communal violence, in a 
nexus of linear continuity with communal 
politics, appears too deterministic and 
rooted in the realities of the secular 
political alliance of the late 60s, possibly. 
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more rekvant in the historical conteu of 
Indian politks till tiwn. But sinoe then, 
communal violence; even in its generic 
sense mentioned earlier, has been accom¬ 
panied by violence among many otto 
forms of ascriptive identities to suggest 
the possibility of a parallel, or attemativc; 
nexus between communal violence and 
the general level of violence within the 
political system. 

Such an alternative continuum remains 
mystined within mainstream secular dis¬ 
course because of an implicit assumption 
of a normative hierarchy in the violence 
among various ascriptive identities, in 
which, the Hindu-Muslim divide assumes 
primacy. To the extent of its historical 
significance and its scope involving two 
major ascriptive identities, such a hierar¬ 
chy may be legitimate. But in' terms of 
dimensions of such violence; brutality, 
human casualties, recurrence, or their im- 
paa on the democratic system, such an 
implicit normative hieian% appears to be 
somewhat arbitrary; and, rooted more in 
history than contemporary reality. Main¬ 
stream secular discourse, within its deter¬ 
ministic assumptions, ignores the possi¬ 
bility of alternative policy-options directed 
at containing communal violence within 
the continuing reality of multiple versions 
of communal politics, it refuses to square¬ 
ly face the imporunt question: could 
communal violence be eliminated in a 
violent polity that is socially plural in its 
ascriptive idontities? Or, its flipside: could 
communal politics be institutionally in¬ 
sulated from violence? Such questions 
have more relevance within our framework 
for our assessment of the present phase 
of Hindu communal politics and of com¬ 
munal violence, than the touai role of 
specific parties in such violence 

Empirically, the close temporal and 
spatial correspondence between the general 
increase in the level of violence within the 
political system as a direct consequence 
of the increasing dent in the professional 
autonomy of the democratic institutions 
of conflict-resolution, and the assertion 
of various revivalist identities, could be 
substantiated. The first major' Hindu- 
Muslim communal videnoe (Jamshedpur/ 
Calcutta), relatively insulated from the 
politics of nutition, erupted in 1964, co¬ 
inciding with the first significant dent in 
the institutional functioning of the ruling 
Congress Ruty usurped by the ‘syndicated 
with iu members’ pditical base in various 
regional ascriptive identities. Whife tlw 
next such violence (1965) sparked off by 
the Hazmtbal incident could be attributed 
to Indo-Fhkistan idations, the subsequem 
round of such violenoe; in Meerut (1967), 
Karirnganj/AhmedalMd (1968), coincided 
with the orchestrated split in the Congress 
Pwty, and Indira Gandhi's assertion of 
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authority through the anachronism of a 
coterie of ‘committed* bureaucracy, 
judidaiy, media, and scientific iiutitu- 
tions. This was also the phase in which 
the SVD/BLD-type coalition of various 
caste-identities in north India emerged to 
supplement the Shiv Soia, dalit, nadar. 
ezhava, Muslim League, Jharkhand, as 
also new tribal identities in the north-east, 
in the political arena. Since then, par¬ 
ticularly since the orchestrated and com¬ 
prehensive assault on the autonomy of 
demoerwie institutions in the emergency, 
many new identities, or existing ones in 
new forms, politkudly have asserted 
themsdves with increasing stridency. Such 
assertions of identities have been predic¬ 
tably accompanied by much violence 
arouiul them. The same period has also 
been marked by increasing recurrence of 
Hindu-Muslim communal violence in its 
many variations within the generic ver¬ 
sion. More significantly, depending upon 
demographic variations, regions suscepti¬ 
ble to violenoe around any ascriptive iden¬ 
tity have also been prone to violence 
around other identities, including Hindu- 
Muslim violence and as bi utal. For exam¬ 
ple, in Delhi, in terms of content of 
violence, the anti-Sikh violence of 1984. 
the Mandal violence of 1990 and the pre¬ 
sent round of communal violence are in 
many ways comparable; except in terms of 
their respective targets, it would be as ar¬ 
bitrary to normatively distinguish between 
these instances of violence, as it would be 
between them and the Shiv Seiia violence 
against the south Indians in the earlier 
phase and against Muslims and non- 
Maharashtrians in the recent phase; o", 
the Assamese violence against tengalis to 
begin with, followed by more selective 
violence against Muslim-Bengalis; or the 
DMK-led anti-brahmin and anti-Hindi/ 
north Indian violence; or. between any of 
them and the violence in Belchi, central 
Bihar. Iclengana, Jharkhand, Darjeeling, 
Nelli and, arguably, in the north-east, 
Punjab and Kashmir. 

Similarly, to the extent that the coercion 
of the police and paramilitary organisa¬ 
tions is encompassed within the generic 
concept of communal violence, as it also 
manifested in some areas in the recent 
phase, they have been as brutal and recur¬ 
rent against other ascriptive identities, 
particularly against the dalits, tribals and 
the OBCs. in many parts of India, like 
Bihar, Andhm Prad^, Madhya Pradesh, 
or the north-cast, leaving out Punjab and 
Kashmir, the socio-political network 
whidi perpetuates such violence through 
the coercive institutions of the state is not 
striking asymmetrica] to those periodi¬ 
cally against the Muslims. Bhagalpur, 
Ba^ipat, or the imnder of Dr Ranuuiaihan 
and Shankar Guha Niyogi, may have been 


the more sensational examples of such 
violenoe; but they continue to be an 
abiding existentia! reaiky in the present 
phase of the political system, but still oin- 
side the orthodox secular discourse on 
communal viotrace: 

This insensitivity of secular discourse 
and the increase in the lend of social 
violence could explain the secular parties’ 
passive endorsement of sociai violence by 
a corresponding accretion in the coerdw 
power of the state. For example, since the 
Emergency, the phase of the quantum- 
jump in the recurrence and brutality of 
all forms of social violence has also been 
the period of new repressive kgisiations, 
like MISA. CX)FEP(KA. MSA. TADA, 
along with the old ones lite the Disturbed 
Areas Act; new coercive instruments, like 
CISF, BSF, ITBF, Black Cat, RAF and 
RAW, along with all the old ones; increas¬ 
ing resort to executive ordinances; recur¬ 
rent use of military and pammilitary 
forces in civil strifes. It has been left to 
the civil and democratic rights groups, 
autonomous from the secular parties, to 
underscore the increasing role of state 
coercion in stoking social violence. A 
brutalised coercive machinery, reinforced 
with increasing authority, is unlikely to 
distinguish between its largeu in any 
abiding sense It is this creeping subterra¬ 
nean de-liberalisation of the political 
system, initiated by the politically or¬ 
chestrated atrophy of its rfemocratic in¬ 
struments of conflict- resolution, and, 
consequently, increasing resort to coercive 
instruments of state-power to resolve 
social conflicts, that have stoked all forms 
of violence, iiKluding Hindu-Muslim 
violence in its multiple variations. This 
process of de-liberalisation may not bp 
visible at the surface because of the 
uninterrupted process of periodic elec¬ 
tions in India’s democracy. 

for example, given the wril known pro¬ 
fessional ineflkiency of almost all institu¬ 
tions of govemaiKc; partiCulariy the coer¬ 
cive apparatus specially designed against 
violence, their manifestly partisan social 
and political bias invariidrly tilted in 
favour of the ‘winning horsed it is no Ing 
deal for any individual or group—mifl 
much less for a political patty—to trigger 
off a communal violence of oim form or 
the other. It would be a deceptive indi¬ 
cator of the organisational strength or 
ideological appeal of any party. In fact, 
a relatively more dependable index could 
be its reverse: a pmy’s tUnlity to contain 
such violence within the limits of its 
political advantage. By such a criterion, 
the BJPs strength as manifiested in the re¬ 
cent events appears less intimidating than 
it appears to be in mainstream secular 
discourse. 
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In fact, the dysfunctional legal systotn 
has already iransfoitned violence into a 
soft option to enforce private justice. An* 
enormous constituency of vest^ interests, 
drawn from almost all socio-economic 
strata and India's multiple ascriptive iden¬ 
tities, has emerged within the political 
system with stakes in periodic communal 
violence of one variety or the other, 
depending on their specific needs. Even 
in the recent round, one such incident in 
Delhi, in a curfew-bound locality of 
predominantly Muslim residents, was 
reportedly triggered off by gamblers who 
had bett^ heavily on the possibility of 
communal violence and were about to 
lose. The role of the drug-mafia in stoking 
Sikh communal violence is well known. 
In the anti-Sikh violence in Delhi (1984), 
communal abetment of a section of the 
police was also an unfortunate response 
against the manipulation of a senior of¬ 
ficer with high political links in recruit¬ 
ment and postings in the Delhi police. 
Such responses to similar manipulations 
have so often led to campus violence on 
communal lines. Even leaders of parties 
committed to secularism or of minority- 
groups and aspirants for such leadership 
have developed a stake in the soft option 
of periodic communal violence, to prove 
their respective points to different target- 
groups. In two of the most brutal inci¬ 
dents of communal violence in recent 
times—against the Sikhs, and against 
‘Maiidalisation—the BJP was not involv¬ 
ed in any significant sense Just as com- 
munalisation of politics and its criminali- 
sation have encouraged most parties into 
the game, the politicisation of social 
violence has led almost all parties into it, 
often as deterrence, but as often for 
first-strike. 

Contemporary secular discourse re¬ 
mains impervious to this growing pheno¬ 
menon, at its own cost. In its obsessive 
concern exclusively with the communal 
politics of manifestly communal parties 
as the main source of communal violence 
it has tended to ignore the larger structure 
of violence within the political system 
which enables all political parties and 
assorted groups to indulge in periodic 
violence of their own choice. This has 
helped communal politics without being 
of much help towards innovating policy- 
options to contain communal violence. 

The present secular orthodoxy has 
unwittingly enabled Hindu communal 
ideology to underplay the weakest point 
of its ideological thrust of Hindutva: the 
danger it poses to India’s liberal demo¬ 
cracy which remains a structural impera¬ 
tive of the political system within its 
inherited territorial configuration and 
demographic dispersal of ascriptive iden¬ 
tities. A constitutionally guaranteed struc- 








FOUR 

'PRIZES OF'^ 
Rs. i| 

. LAKH ^ 


> Piues above 
Rs. SOOO win be 
drawn bomiie 
SOLDTKyCETS 
only 


PRIZES OF 



DRAW : THURSDAY. 

20 th May 1993 
AT GADHINGUJ «■ 
DistiKOLHAPUR 


MAHARASHTRA STATE LOTTERY 


m 


Economic and Politicat Weekly Miw W. I»3 























lure of equal rights of citizenship, irres¬ 
pective of any ascriptive identity, con¬ 
stitutes the core<oncem of liberal value, 
as also.the main institutional foil against 
the endemic potentials of all democracies 
towards ‘majority tyranny’ and/or Exe¬ 
cutive authoritarianism’. The ideology of 
Hindutva, by discriminating between 
citizens’ rights, undermines the liberal 
core and, consequently, augments the 
endemic proclivities of the democratic 
system towards such tyranny and authori¬ 
tarianism, and in the process, poses a 
thrrat to India’s present territorial integri¬ 
ty. In other words, democracy postulating 
majority rule through periodic elections 
is a necessary but not sufficient condition 
for a liberal democracy, which postulates 
equal rights of citizenship that is critical 
for the territorial integrity of a plural 
society. Hindu communal politics with its 
majoritarian thrust has selected only one 
divide within India’s multiple plural iden¬ 
tities which, for historical reasons, is to 
its advantage The present secular dis¬ 
course by its assumption of the primacy 
of this divide has helped only to comple¬ 
ment it, to the advantage of Hindu com¬ 
munal politics. 

Consequently, secular discourse has 
been enticed into the terrain of history, 
anthropology and theology, which, in a 
civilisation with a long continuous history, 
has provided enough grist to the mill of 
communal ideology to engage it in a zero 
sum game of myths and folklore In the 
process, secular discourse has been in¬ 
tellectually cihuned around the normative 
concerns of an ideal society to tail com¬ 
munal ideology on the latter's opted ter¬ 
rain and terms. At the theological plane 
it is perfectly conceivable for communal 
ideologies to provide alternative norms of 
an ideal society that could be historically 
and anthropologically proved to be rele¬ 
vant for pluralist democracies. Secular 
ideology, particularly its most evolved 
operational version in the western in¬ 
dustrial societies, or its distorted version 
in India, cannot lay any mond claim to 
monopoly over such norms. With its in¬ 
adequacies, orthodox secular discourse, 
now appropriated by a new generation of 
India's precociously post-modern urban 
middle-class, appears, from the corres¬ 
pondence columns of the print media, to 
be re-enacting a caricatured wrsion of 
the tradition-modernity debate of tlw 19th 
century, to the advantage of communal 
ideology in India's predominantly tradi¬ 
tional society. 

Secular discourse needs to be anchored 
within the primary concerns of political 
science around the nature of the state in 
a plural society and, more spedficaily, of 
liberal democracy as a structural impe¬ 
rative of India's territorial integrity. This 
might help in providing the cutting edge 


to secular discourse, and make it political¬ 
ly more viable in its present confrontation 
with communal politics and communal 
ideology. It might also help secular 
discourse to correct its own inadequacies 
on the problem of communal violence. 
Even if the line of argument presented in 
this analysis is unconvincing, there is ob¬ 
viously something amiss in the understan- 
^ng of the problem of conunurul violence 
prithin present secular discourse. For, its 
holistic approach of containing com¬ 
munal violence by a political confronta¬ 
tion with communal politics has till now 
been counter-productive; while communal 
politics has gained strength, communal 
violence has been more frequent and in¬ 
creasingly brutal. It may help to explore 
possibilities of alternative minimalist 
policy-options to contain communal 
violence in spite of continued communal 
politics. Already the vicious circle of 
violence and de-liberalisation of the 
political system poses a threat to the 
democratic .structure and in territorial in¬ 
tegrity, without Hindutva ever wielding 
state-power at the national level; and the 
consequent secessionist threats while 
benenting Hindutva have certainly not 
been created by them. 

Our plea for a shift in the concerns of 
secular discourse to the structural cor¬ 
relates of liberal democracy is based both 
on Indian experience as weU as other com¬ 
parable experiences particularly in the 
post-colonial world, some of which could 
be generalised: Firstly, the dialectical link 
between liboal democracy and the secular 
state, in the absence of any revolutionary 
options; and secondly, the counter-pro¬ 
ductive consequences of any open con- 
fronution with ormmuiwl ideology, in 
which, Gandhiji's experience is only 
the more dramatic of numerous such ex¬ 
amples. Secular ideals have best survived 
as an appendage to idecdogics of libera¬ 
tion, either within the liberal democratic 
framework or revolutionary altcnuitives. 
Thirdly, repression is counter-productive 
against all ideologies, including the com¬ 
munal ideology. In India toq, secularism 
originally remained an implicit axiomatic 
corollary of liberal democracy in the 
Republican constitution which enshrined 
the quintessential secular goal of eaual 
rights of dtizniship. It was only during 
the most orchestrated oiulaught against 
liberal democracy in the Emergency era 
that secularian was pirated into the Con¬ 
stitution explicitly in the Preamble by the 
subterfuge of the 42iid Amendment, 
thereby, undermining the moral and poli¬ 
tical Intimacy of secular d|)peal; repres¬ 
sion of the Emergency denM it further. 
Consequently, the erstwhile BJP, as the 
main victim of secular repression in the 
electoral fray benefited in 1977. Swee then 
the direct positive oorrelatioiithip between 
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political deiib'tralisation and communal 
politics and violence have been under¬ 
scored. These experiences could provide 
the broad parameters for policy-options 
to challenge communal politics and con¬ 
tain violence: 

Within these parameters, three macro¬ 
level policy-options seem to emerge First¬ 
ly, defence of the Republican Constitutkm, 
particularly the chapters on Fundamen¬ 
tal Rights and the Directive Principles of 
state policy. Secondly, measures to ensure 
the professional autonomy of democratic 
institutions, particularly the coercive 
apparatus, along with institutionalised 
m^anism of their accountability; drastic 
reform of the legal system to ensure 
cheaper and quicker justice. ITiirdly, rein¬ 
forcement of the civil at d democratic 
rights movement, insulated from electoral 
politics, as an effective watch-dog against 
the system’s proclivity to ’majority tyran¬ 
ny’ and ‘executive authoritarianism*. 

Meanwhile secular discourse ought to 
shift its concern towards widening the 
social base of democratic consciousness, 
whi' ii, in the ultimate analysis, could be 
the only viable foil against the proclivities 
of the democratic system towards tyranny 
and authoritarianism, with or without the 
BJP in power. Till now, such threats 
within the system have been posed almost 
exclusively by parties committed to secu¬ 
larism. it is unlikely to be worse under 
the BJP. 

It seenu, in the absence of any revolu¬ 
tionary options—ideological or opera¬ 
tional—the residual radical option in the 
present phase of India’s post-colonial 
democracy is a reassertion or old- 
fashioned liberal values. That could also 
be the most viabte secular politics against 
the challenge of communalism, as also to 
contain communal violence in spile of 
communai politics. But as part of the 
liberal bandwagon of secular discourse, 
secular activism cannot afford the luxury 
of reciprocating the flamboyance of the 
communal rhetoric which thrives off 
elemental passions in any extremist poli¬ 
tical ambience, as oppos^ to seculv ra¬ 
tionality involving the values of reason, 
restraint, and tolerance of alternative 
world-views. 


Shritrr. Womrn and Drvelupmrnl 

in the paper ‘Shelter, Women and 
Development; Beating a Ruh towards 
Women's lErticipation’ by Meets 
Bapat and Sheela Paid (EPfF, March 
13). acknowledgement of the fact that 
the paper had been presented at a 
conference held at the University of 
Michigan, Ann Arbor, USA, between 
May 7 and 9.1992 was inadvertently 
left out. The omission is regretted. 

Ed. 
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Sustainable Mountain Agriculture 

Beyond a ‘Mounlain Perepective’ 

R Maria Saleth 

Hislainable Mountain Agriculture edited by N S Jodha, M Banskota and 
rej Partap; Oxford and IBH Publishing Co, New Delhi, 1992; two volumes, 
>p XV f 807, Rs 795. 


ALTHOUGH it is generally believed by 
nany that the concept of sustainable 
tevelopmeni (SD) entered into the poli- 
ical etymology only after the seminal 
mblication of the report Our Common 
'Ulurr by the World Commission on En- 
'ironmenl and Development in 1987, it 
vas originally proposed much earlier in 
he report ftbr/d Conservation Strategy: 
Living Resource Conservation for Sus- 
ainable Development prepared jointly by 
he World Conservation Union, United 
Nations Environment Programme and 
Morld Wide Fund for Nature in 1980. 
Despite being written so much over the 
lears, confusion continues to persist as to 
what SD means m an operational and 
x>licy context. But what is surprising is 
hat, in spite of so many still unresolved 
xtnceptual and operational problems, 
here has been a systematic effort by a 
number of international organisations, 
including the World Bank, to search for a 
unique nedpe for achieving SD everywheie! 

Most of the conceptual confusion and 
operational difficulties related to SD 
could be eliminated provided one recog¬ 
nises the full import of the following five 
propositions about SD. First, since SD is 
a multi-dimensional concept with three 
critically interacting dimensions—ecology, 
economics and ethics—the necessary con¬ 
ditions for achieving SD are; ecological 
security, economic efficiency and social 
equity. This proposition underiines that 
SD does not end with the sustainability 
of just the environment and resource 
system but requires the sustainability also 
of the economic and social systems. Se¬ 
cond. SD is a relative concept ixith in time 
and space. Absolute sustainability even 
where it is possible to identify (e g, 
groundwater use policy based on annual 
aquifer recharge) is of little practical 
relevance except to serve as a yardstick to 
evaluate the extent of deviation of the cur¬ 
rent pattern of resource use. Third, SD is 
contextual both in time and space That 
is, what is considered sustainable in a 
given region/ecosystem/time need not be 
sustainable in another region/ecosystem/ 
time The contextual nature of SD pre¬ 
cludes the possibility of identifying a uni¬ 
que recipe for SD applicable everywhere 
and at every time Fourth. SD is a hierar- 

j 


chical and interrelated process where the 
past, present and future sustainability of 
households, villages, nations and the 
planet itself is inter-linked. Consequently, 
it is not possible to achieve sustainability 
at one level without achieving it at other 
levels. And fifth, although SD should be 
defined and measured in the bio-physical 
domain rather than in the economic do¬ 
main in view of the inability of the cur¬ 
rent market to reflect future preferences 
and options, the criteria driving those 
physical measures should necessarily be 
based on economic efficiency and social 
equity considerations. 

The above five propositions taken 
together could provide a very useful 
methodological framework for opera¬ 
tionalising the concept of SD in a prac¬ 
tical context. This framework is used here 
to evaluate the conceptual, methodok^cal 
and empirical contributions of the book 
under review to our understanding of SD 
within the particular context of mountain 
agriculture. 

The two volume book edited by Jodha, 
Banskota and Partap with a foreword 
from Gordon Conway is a compilation of 
papers presented at the International 
Symposium for Strategies on Sustainable 
Mountain Agriculture held at Kathmandu, 
Nepal, during September 10-14, 1990. In 
addition to the conference papers, a few 
papers reporting relevant research work of 
the International Centre for Integrated 
Mountain Development, Kathmandu, 
which hosted the symposium are also in¬ 
cluded. The 33 chapters in the two 
volumes contributed some 46 authors, 
including the editors themselves, are 
organised into five parts in terms of their 
thematic focus. Volume one containing IS 
chapters arranged iq three parts deals with 
the conceptual and operational aspects of 
SD as well as certain common strategies 
and perspectives essential for its achieve¬ 
ment in the context of mountain agricul¬ 
ture. Volume two containing 18 chapters 
grouped into two parts highlights the 
grassroots level experiences and success 
stories as well as institutional and 
technological innovations neonsary to 
promote sustainable mountain agriculture 
Although a great majority of the papers 
represent the experience in countries hav¬ 


ing areas located in the Hindu Kush- 
Himalayan (HKH) region like India, 
Pakisun, Nepal, Bhutan and China, there 
are also a few papers reporting on the sus¬ 
tainability concerns of mountain agricul¬ 
ture in the Andean region of South 
America. 

Usfc OF MP-SF 

Part one comprising six chapters 
focuses on the perspectives and appro¬ 
aches considered essential for the evalua¬ 
tion of the sustainability status of ipoun- 
tain agricultural systems. In the introduc¬ 
tory chapter, the editors provide a cryptic 
owrrview of the issues and themes covered 
in the book. There is also an attempt to 
analyse and synthesise the contributions 
of individual chapters especially in terms 
of both micro and macro strategics and 
approaches for sustainable mountain agri¬ 
culture. Chapter two contributed by 
Jodha where the so-called ‘mountain 
perspi ctive-sustainability framework’ 
(MP-SF) is elaborated assumes critical 
significance as MP-SF has been extensive¬ 
ly used throughout the book as a tool for 
evaluating the sustainability implications 
of various development interventions, 
macro-economic policies and institutional 
and technological options. 

The MP-SF stipulates the explicit or im¬ 
plicit incorporation of the operational 
implications of mountain specificities, i e, 
inaccessibility, fragility, marginality, diver¬ 
sity/heterogeneity, niche or comparative 
advantage, and human adaptation mecha¬ 
nisms when designing and implementing 
development policies and programmes in 
mountain h^itats. The six mountain 
speciHcities are not independent but inter¬ 
linked in view of the commonality of 
causative factors and shared consequences 
or mutual externalities. The operational 
signiFicanceof the mountain specificities 
emerges from the fact that they specify not 
only the potentials and constraints but 
also the evolution of dependent patterns 
of activities. Under MP-SF, the negative 
changes in terms of lower productivity 
and rraource degradations currently evi¬ 
dent in mountain agriculture are traced to 
the failure of the conventional develop¬ 
ment paradigms to incorporate in them 
the operational implications of mounlain 
specificities. Approaching sustainability 
via unsustainability and using the varia¬ 
bles reflecting the negative changes in 
resource base, resource use, production 
flows and management practices, Jodha 
has also identified a set of indicators of 
unsustainabihiy'. 

While chapter three provides a com¬ 
parative picture of mountain agricultural 
development strategics in the HKH 
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region, chapter four describes the develop¬ 
ment strategics in the Andean region. An 
analysis of development experiences of 
these regions in the four areas of public 
policy, i e, nature of investments, manage¬ 
ment and decision-making, major thrust 
in sectoral programmes, and public service 
support is provided to-show that the miss¬ 
ing component in these policies is the 
mountain perspective. The next two 
chapters evaluate the response of farmers 
to the development policies and program¬ 
mes in the HKH region in general and 
Nepal in particular. Special emphasis has 
been given to the way farmeis adapt them¬ 
selves to various mountain specificities. 
The upshot of the analysis is that while 
farmers’ strategies vividly reflect their 
recognition of mountain specificities, 
government policies, on the other hand, 
display a neglect of the imperatives of the 
mountain perspective. 

PofULAi ION Dynamics 

Part two with six chapters revolves 
around certain macro issues affecting the 
long-term sustainability of mountain 
agriculture such as population growth, 
macro-economic policies, institutional 
and infrastructural requirements and bio¬ 
diversity. Given the resource base and its 
productivity in a given region of eco-zone, 
the population dynamics determine ac¬ 
tually the carrying capacity of the system. 
Mountain specificities influence popula¬ 
tion growth and hence the carrying capa¬ 
city. For instance, fragility and diversity 
require a labour-intensive production pat¬ 
tern leading to the preference for a larger 
family. Therefore, conventional popula¬ 
tion control measures will not work in 
mountain regions. To stabilise mountain 
populations what we need instead is a 
rapid economic transformation through 
mountmn perspective-based macro-econo¬ 
mic policies, including the policy of 
relocating part of the mountain popula¬ 
tion in the plains and urban centres. From 
an operational point of view, the incor¬ 
poration of the mountain perspective 
basically translates into the ne^ for both 
tailoring the macro-economic policies to 
reflect the potentials and constraints 
presented by the mountain environment 
as well as a radical modification of cur¬ 
rent project evaluation techniques in¬ 
cluding the cost-benefit approach. 

While chapter nine evaluates the sus¬ 
tainability implications of induced insti¬ 
tutional innovations like the Sukhomajri 
experiment in Haryana, Dhading 
Development Project in Nepal, and the 
Contractual Responsibility System in the 
Miyt county of China, chapter 10 outlines 
the implications of physical infrastruc¬ 
tures for human resource development, 
technology transfer, new markets, and 
capital formation in the particular con¬ 
text of two mountain districts of Nepal. 


Chapter II that elaborates on the four- 
dimensional nature of mountain agricul¬ 
ture (i e, elevation, latitude, longitude, and 
culture) makes an interesting attempt to 
fit various mountain agricultural systems 
spread around the world into five idealised 
models defined in terms of economic 
focus, population level, land-use, and 
cultural factors. The implications of bio 
diversity which is slated to be restTonsible 
for the emergence of mountain specifi¬ 
cities themselves are discussed in the final 
chapter of part two. In order to counter 
the detrimental effects of the loss of 
bio-diversity caused by economic, demo¬ 
graphic, institutional and technological 
factors, it is suggested to shift the em¬ 
phasis from the sustainability of par¬ 
ticular resources to that of the mountain 
ecosystem as a whole. 

The three chapters included in pan 
three empirically illustrate the utility and 
significance of .some analytical methods 
and planning techniques useful for design¬ 
ing sustainable mountain agriculture. 
While chapters 13 and 14 describe in 
technical detail the derivation of finer 
agro-climatic zones for Nepal based on a 
set of bio-climaiic variables, chapter 15 
demonstrates, in the context of Sindhu- 
palchok zone of Nepal, how the techni¬ 
que of Geographic information System 
could be used to derive indicators of un- 
susiainabilily. The most pertinent con¬ 
tribution of the latter chapter is that the 
nine politico-administrative units of the 
Sindhupalchok zone are ranked by their 
relative unsustainability status in terms of 
the indicators of unsustainability like food 
security, nutritional status, landholding 
size, and livestock per capita. The policy 
significance of this approach is that the 
unsustainabiliiy ranking established 
through economic, equity and resource 
criteria could guide policy-makers not 
only in establishing regional priority but 
also identifying regional-specific program¬ 
mes and their target groups. 

FARMbR.S' STRATEGlfcS 

Part four with nine chapters concen¬ 
trates on the sustainability implications of 
mounuin farmers’ strategies. The lead 
chapter here presents a so-called 4-S 
model (i e, spaix season, sector and socie- 
ty(?)) to explain the technology choice ol 
farmers. Since farmeis’ search for innova¬ 
tions is a set of continuous events rather 
than discrete events or accidents, an ef¬ 
fective diffusion of innovations among 
farmers requires repeated experimenta¬ 
tion, improvisation, and adaptation to en¬ 
sure individual and collective feedbacks. 
The ignorance of this fact explains why 
current technology ttiffusion models have 
failed to register the required magnitude 
of impact. The remaining eight chapters 
of part four thscuss llie practical strategies 
of mountain farmers observed both in the 


HKH and Andean regions. Understan-|; 
dably. the nature of strategies differs’,] 
across different farming systems within 
the mountain agiicullure so as to copei. 
most effectively with the specific con-| 
strainis and (XHeniials presented by inoun- i 
tain specificities. All the chapters in pan ] 
four are unanimous in cniphasising the ] 
ciiiical need for reviving traditional 
resource management systems and indi- \ 
genous institutions to promote sustaina- 
biliiy. Moreover, understanding the ra- i 
tionale behind these systems could pro¬ 
vide dues for the identification and i 
introduction of the right kind of modern, 
icchnoloRies and institutions. 

The broad focus ol part live containing 
the last nine chapters of the book is on 
some of the successful and innovative ap¬ 
proaches and experiments found to induce 
desirable economic transformation in the 
mountain areas of the HKH region. They 
cover the anii-poveriy-focii.sed and local- 
resource-cent red programmes in China, 
area-based integrated development stra¬ 
tegy in India, technology diffusion and in¬ 
stitutional initiatives in Nepal and agricul¬ 
tural rescaich and village management 
systems in Pakistan. 1 licse success stories 
are essentially case studies of hope for the 
sustainability of mountain agriculture. 
However, .since their success depends upon 
specific local circumstances, the potential 
for replicating these exj,eriment.s elsewhere 
in other mountain regions is severely cir¬ 
cumscribed. Ifor ip.stance, the success of 
the area-based horticulture-led develop¬ 
ment strategy of Himachal Pradesh in 
India is mainly due to the powerful 
stimulus given by the hinterland demand 
for horticultural products. Such a .strategy 
may not be relevant for Nepal and Bhutan 
lacking vast hinterlands. Similarly, the 
success of the Chinese experiment is large¬ 
ly due to the introduction of private in¬ 
centives which were conspicuous by their 
absence earlier. 

White the policy significance of the 
MP-SF proposed and extensively used in 
this book cannot be underestimated, one 
cannot resist questioning the attempt to 
elevate an analytical tool to an evaluation 
technique Our five propositioas about SD 
advanced earlier clearly show chat the 
mountain perspective based on the six 
mountain specificities provides only a 
contextual framework for the evaluation 
of sustainability, not an evaluation 
methodology which is ‘of course’ extra¬ 
neous to the mountain perspective perse, 
fo be fair, most of our propositions are 
either recogni.sed or implied in the MP- 
SF methodology, though they have not 
been integrated systematically. In our 
view, a more rational and practical ap¬ 
proach will be that given the implications 
ol the mountain specificities of a given 
region or ecosystem, the ecological, 
economic and equity effects—visible; con¬ 
cealed and potential—of various policies 
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' and programmes as well asdiffereni land- 
I use paiterns. crop technologies and in- 
^ stilutions should be evaluated in terms of 
suitably designed variables reflecting those 
effects in a measurable form. Since this 
approach has the capacity to rank various 
policies, programmes, projects and even 
different regions and agro-ecosystems in 
a relative context, it has the practical 
relevance for identifying regional-specific 
mix of programmes and also their target 
groups, in this respect, we reiterate that 
the indicators of unsustairabiliiy will be 
appealing only in a relative context as has 
been demonstrated in chapter IS. 

RttitON-SPtt IKtC APPRtlACH 

Despite the fact that the evaluation 
methodological requires improvement, the 
central mes.sage of the book is very clear. 
Development policies and programmes 
currently being implemented in the moun¬ 
tain areas are alien to the sustainability 
requirements of mountain agriculture in¬ 
sofar as they ate based on models suitable 
mainly to plain regions. Since these pro¬ 
grammes have failed to incorporate the 
mountain perspective both at their for¬ 
mulation and implementation stages, they 
do not often get tailored to fit the specific 
constraints and potentials presented by the 
mountain ecosystems. When macro-level 
policies implemented from above failed to 
arrest the erosion of the resource base of 
mountain aip iculture, grassroots level pro¬ 
grammes centred on farmers’ indigenous 
technologies and institutions have been 
greatly successful in promoting mountain 
agricultural sustainability. This suggests 
the critical need to look for regional- 
specific strategies to address micro-level 
environmental, economic, and social re¬ 
quirements. Although specific policy op¬ 
tions do vary across regions and agro- 
ecosystem, the book suggests a general ap¬ 
proach, i e^ a resource and area-centr^ 
integrated development involving a two- 
way adaptation where mountain speci¬ 
ficities ate adapted to suit production ac¬ 
tivities and the latter, in turn, arc designed 
to fit within the potentials and constraints 
of the former. The identified policy 
prescriptions for such an integrated ap¬ 
proach to mountain development are: 
fuller utilisation of the inter-linkages both 
within and between various farm and non- 
farm production activities and inter¬ 
regional link^es both within and across 
mountain regions, demand-side manage¬ 
ment, judicious blending of traditional 
and modern technologies and institutions. 

Regarding its empirical contributiorss, 
the book abounds with very detailed 
documentation of field Icvd observations 
ot farmers’ strategics and development 
experiences obtained in the context of the 
two of the most important mounuin 
agricultural systems in the world. Despite 
some methodological problems with the 
MP-SF, the analytical and policy contribu¬ 


tions of the book are truly immense. The 
book is a definite success not only in driv¬ 
ing home the need for a radical transfor¬ 
mation of conventional development 
paradigms but also in providing a detailed 
alternative approach for mountain agri¬ 
cultural devetopment. This well edited 
book with comprehensive regional and 
thematic coverage and cmnpicte cross- 
references to its chapters contains a detail¬ 
ed bibliography and information on 
almost all aspects of mountain agricul¬ 
tural sustainability. The index at the end 
will be very helpful in guiding readers 
through the book. Although conferences 


WHEN Malcolm arrived in Saudi Arabia 
on the final leg of his Haj pilgrimage to 
the holy city of Mecca he found himself 
in a land he had never dreamed existed. 
He no longer stood out as a man of col¬ 
our, any way there were too many colours 
here, but rather as an American brother 
who was to be helped, hosted and in¬ 
structed along the way. The warm hospi¬ 
tality and the spontaneous affection he 
received from prince and pauper alike 
warmed his heart and changed his mind 
in a way that he had never thought possi¬ 
ble Here were people as white as the 
'devils’ back home and they loved and 
respected him! Was it possible after all to 
be white and yet not be a racist? And, 
more to the point, was Malcolm up to the 
challenge? 

His subsequent thoughts, penned in a 
letter from Mecca, would prove he was: 
“Despite my firm convictions, I have been 
always a man who tries to face facts, and 
to accept the reality of life as new ex¬ 
perience and new knowledge unfolds it. 
I have always kept an open mind, that is 
necessary to the flexibility that must go 
hand in hand with every form of intelli¬ 
gent search for truth’’ (p 340). Malcolm 
would also ruefully recall at this moment, 
as he vrould on numerous later occasions, 
with growing regret, the cutting rebuke he 
had administered in Harlem to a young 
white woman who had wanted to join his 
cause. For him she had then been beyond 
the pale. 

Malcolm however continued to believe 
that if the whites in America wanted to 
sincerely fight racism they should do so 
in their' own constituency, for that was 
where the problem lay, rather than cosy 
up to the blacks. He hiul nothing but con¬ 
tempt for those 'nigger lovers’, as he called 
them, who hung around the blacks in 
Harlem and elsewhere. 1b quote him: “I 


and symposiums continue to function as 
a spot market for the exchange of new 
ideas, recording and documenting the pro¬ 
ceedings in the form of books could 
enlarge further the sphere of intellectual 
transactions both over time and space 
While we are sure this compendium will 
have a warm reception from fellow resear¬ 
chers with an interest in sustainability in 
general and sustainability of mountain 
agriculture in particular, the book will 
realise its main purpose only when policy¬ 
makers in the realm of mountain develop¬ 
ment respond constructively to its central 
messages. 


have these very deep feelings that wmte 
people who want to join black organisa¬ 
tions are rrally just taking the escapist way 
to salve their consciences. By visibly 
hovering near us, they are 'proving’ that 
they are ‘with us’...Wheie the really sincere 
white people have got to do their ‘proving’ 
of themselves is not among the black vic¬ 
tims, but out on the battle lines of where 
America’s racism really is—and that’s in 
their own home communities..”(p 376). A 
lesson that those who would fight the 
communal enemy tod^ could well take. 

Neither did Malcolm have warm feelings 
for the "token integrated’’ middle-class 
blacks (especially the preachers and PhDs) 
whose real profession he opined was to be 
a negro for the white man. These 'Uncle 
Toms’ he felt had undermined the cause 
of the Afro-American by adopting the 
white man’s standards of respectability 
and now shared his racist point of view 
as well vis-a-vis their Im fortunate 
brethren. In India, today, the leadership 
of the minorities, in the main, it may be 
ai|:ued, fits this description well. He was 
however to modify his stance with regard 
to the value of the civil rights movement 
led by Martin Luther King and acknow¬ 
ledged that it may have a role to play in 
regions that had not experienced the full 
bnint of racista He was quite sure though 
that it had no place in the ghettos of 
Harlem where the law of the jungle 
prevailed. 

Malcolm’5 travels- to Africa further 
cemented the change in his outlook. 

It filled him with pride to see Africans 
running their own affairs and engaged in 
the most complex of tasks. He also met 
some whites here who were working in 
partnership with the local governments 
and popuhuions. This gave him hope that 
if these African governments threw in 
their lot behind the cause of the Afro- 
American the Amoican state would have 


Malcolm’s Travels 

Harmala Gupta 

llie Autobiography of Malcoim X as told to Alex Haley; Ballantine Books, 
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to respond If it wished to maintain its im¬ 
age in the international community. He 
no longer called for a separate state for 
blacks within America which had been an 
outcome of his earlier belief that racism 
could never be surmounted by individual 
whites. He believed now that it was a col¬ 
lective problem which had its roots in 
an exploitative system, and that sincere 
whites together with the blacks could 
work towards changing the system and 
thus combating racism. 

It was a thoughtful and in many ways 
a wiser man who returned to the states 
after his sojourn abroad, where he had 
received wide acclaim and had been 
treated like a head of state. Even his con¬ 
version to Islam seemed to take on greater 
meaning. He realised that what Elijah 
Muhammad had propagated was a doc- 
tritM of racial intoleraiKe that had nothing 
to do with the brotherhood of Islam. He 
now turned to scholars from the holy land 
itself, some of whom had associates in the 
states, who could in^uruct him properly in 
the faith. 

The autobiography of Malcolm X is the 
tale of a man who since childhood found 
himself constantly engaged at home with 
forces that seemed to have only one pur¬ 
pose in mind—to keep him in his proper 
place, as a black man in America. 
Though, ironically, thanks to his mixed 
breeding, Malcolm was much lighter in 
complexion than any of his*siblings and 
had red hair to boot. He was later to 
recall, with some guih, that his lighter col¬ 
ouring had earned him a special place in 
his father’s affections while it had the 
opposite effect on his mother, who could 
have passed off as a white woman. He was 
never dark enough for her. In time his red 
hair too was to become for him the mark 
of his shame In Harlem, in the early 
years, however, it was the flag of his trade 
and earned him the nickname *Red’. 

While Malcolm’s travels abroad were to 
serve as an eye-opener and were to change 
him in many ways, so did his earlier travels 
at home 

In prison, serving a sentence for armed 
robbery, Malcolm taught himself to read 
and soared on the pages of the books he 
read to many distant and exciting lands. 
It was a time of self-discovny for him as 
he read about his^ African heritage At 
night, under the faint glow of the bulb 
hanging outside his prison-cell, he dis¬ 
covered that he was a real man. with an 
ancient past that he could be proud of! 
He was an Afiican-Ainericsn! Before long 
he would also be laying claim to an indi¬ 
genous religion, that of Islam. 

Malcolm’s slay ih prison was to free him 
in a manner he could never have imagin¬ 
ed. For the next several years he was to 
barnstorm American campuses and Mack 
neighbourhoods taking everyone in his 
stride. This was the time whm he helped 
(he Black Muslim movement under the 
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leadership of Elijah Muhammad expand 
its membership and was ipstrumemal in 
setting up several of its temples. 

Unfortunately, however, as Malcolm's 
popularity gtew so did the ranks of his 
detractors. Once again the little folks were 
busy tying him down. 

For them his voice was just a little too 
ioud, his manner just a little too iasisient, 
while his face and his past could have 
done with less colour. Thor argued tha 
he was a threat to America’s innocents— 
the poor, the black and the'young —and 
to the American way of life. 

The battle for the minds, hearts and 
souls of Americans was heralded by tht 
media and conducted in colleges and 
university campuses throughout America. 
The invitations came thick and fast and 
no stone was left unturned in revealing the 
nature of the beast in all his ted hair, tooth 
and claws. They would, time and again, 
pit against this man of a single letter, their 
men of many letters, in black and white, 
hoping to show that the first and the last 
word belonged to them. What they had 
not bargained for however was the resi¬ 
lience and intelligence of the man. Not 
only was he able to successfully elude all 
their thrusts but he began to set the agen¬ 
da as well. Thus, when they invited him 
to talk about race relations and black 
violence, he offered to state his views on 
the future of the American space pro¬ 
gramme, and other such esoteric subjects, 
considered the while man’s preserve. He 
had what he referred to as a ‘psychic 
radar’ which enabled him to foresee his 
opponent moves well in advance and 
which helped him build his mass appeal. 
So they never really landed a satisfactory 
punch, that is, until Elijah Muhammad 
stepped in. 

some time Malcolm had been hear¬ 
ing some disconcerting stories about the 
private affairs of the Black Muslim leader 
which, as was his style, he was to confront 
him with. Elijah Muhammad sought to 
justify his transgressions of the flesh by 
referring to his special status as messenger 
of the most high. Neither man it seems 
went away fully convinced. 

The moment of decision seemed to pre¬ 
sent itself with the assassination of presi¬ 
dent John F Kennedy when Malcolm, ask¬ 
ed for a response to the incident by a 
reporter remarked that, "the chickens were 
coming home to roost”. Almost imme¬ 
diately Elijah Muhammad disassociated 
himself, and the Black Muslim movement 
he led. ‘The Nation of Islam* from the 
remark, and let it be known that Malcolm 
was no longer a welcome member and 
would have to show repentance before he 
could be forgiven and reinstated in any 
capacity. 

it was an unfortunate, thotigh not un¬ 
expected, blow for Malcolm who had 
worked tirelessly and selflessly for the 
Black Muslim cause in America and had 
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been its most sought after spokesperson. . 
He believed that there was also an unwrit¬ 
ten contract out to kill him. it seemed like 
a good time to travel. Before departing, 
however. Malcolm announced the forma¬ 
tion of Muslim Mosque Inc made up of 
members of the Black Muslim movement 
who had chosen to throw in their lot with 
him. The new mosque, he explained, was 
to serve as "..Jhc working base for an ac¬ 
tion programme designed to eliminate the 
political oppression, the economic ex¬ 
ploitation, and the social degradation suf¬ 
fered daily by 22 million AfroAmetdans”. 
He had, therefore, it seemed not given up 
his belief that even as Islam had liberated 
his ‘jungle* mind it would do the same for 
his fellow blacks. 

When Malcolm returned from Hgj. and 
from his travels to Africa, he was, as we 
have already mentioned, a man with g 
different point of view. His staiemenis 
abroad, as quoted in the American press, 
had already caused some consternation 
among his followers at home. He was 
greeted by a barrage of questions from 
reporters soon after touching American 
soil and reiterated what he had already 
said about having learnt a lesson in 
brotherhood. When his attention was 
drawn to the racial violence that had 
recently rocked some American inner- 
cities he declared that the Afro-American 
should take the issue of his ‘human’ rights*, 
to the United Nations where the black 
African states would back him up. 

Even during the interviews Malcolm X 
was constantly looking behind his back 
and this was to be his way of life for the 
remaining period of his existence. He 
seemed to believe that it was but a matter 
of time before the Black Muslim brother¬ 
hood got him. He fell well and truly trap¬ 
ped for, while ‘the so-called mo^tera^ 
civil-rights organisations avoided him as 
‘too militant’, the 'so-called militants’ 
avoided him as ‘too moderate*, while the 
press found it hard to accept anythir^ ex¬ 
cept, in his own words, “my old *haic^ and 
‘violence* image”. He even asked for state 
protection during this period and it ««$ 
also now that he dictated, in nervous and 
suspicious Tits and starts, the events of his 
extraordinary life to Alex Haley. 

This was abo the tinre when he began 
to plan for the first time for the future of 
his wife and his children, knowing that he 
had nothing to leave them except perhaps 
the royalties from this book for which he 
had already taken an advance. 

Malcolm’s navels ended where they had 
begun, in prison. Except that the one he 
was in now had no visible bars. Alex 
Haley who was one of the few to speak 
to him and meet him during this tedse 
waiting period stales that his statemenu 
were often vague and contradictory and 
his behaviour bordered close on paranoia. 
The fusillade of shots that killed him were 
perhaps the ones that set him free. 
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Exploring School-Community Linkages 

I'^wnrd A Rodrigues 

IKbal Education for ('ommunity Development by Rudolf C Heredia; 
Concept Publishing Company, Bombay, 1992; pp 247, Rs 300. 


FORMAL education has always been 
perceived to have a crucial impact on the 
development of tribal communities in 
India. Much evaluation of this effort, 
however, ha.s restricted itself to Ihe quan¬ 
titative spread of education in tribal areas. 
Various agencies involved in this effort 
seem to operate on a tacit assumption, 
that formal education is benericial for the 
tribal community. The author of this 
study, however, critiques such an assump¬ 
tion emphasising rather, that the formal 
school certainly needs a greater degree of 
sensitivity towards the tribal community 
if it must prove to be truly beneficial 
to them. 

The study is based on a survey of 
educational development in Ihlasari 
taluka of Maharashtra. This is a pre¬ 
dominantly tribal region inhabited by the 
Warli community. The Jesuit missionaries 
have been working in this region for over 
four decades. They have a network of 
several schools in this region catering 
to the educational needs of the iribals. 
It is at their behest that this study was 
done with an aim of providing them a 
review of educational development in this 
region. Schools run by the missionaries, 
the government and Ihe voluntary agen¬ 
cies are taken up for investigation. 

Patterned very much on the survey 
method in social science research the 
initial chapters deal with theory and 
background issues, a chapter on data 
analysis and finally a concluding chaptei 
dealing with issues that arise from the 
study. Data for the study was obtained 
from sample groups consisting of 
students, their parents and the school 
teachers. As is normally the case with the 
survey method, a vast amount of infor¬ 
mation was obtained covering personal 
background, present status, perceptions of 
themselves and others, group orientations, 
aspirations, etc. 

The study offers a very complete and 
systematic piescniation-cum-anaiysis of 
the data. From the analysis of the various 
relationships presented, it would appear 
that even in tribal communities, the socio¬ 
economic conditions continue to in¬ 
fluence the relationships between school 
and community. The performance of the 
students, the support of their parents, the 
ability to take advantage of educational 
opportunities, Ihe .students' aspirations, 
etc. were ail directly related to their socio¬ 
economic conditions. In the case of the 


teachers, their enthusiasm and commit¬ 
ment for their job was directly related to 
the type of schools and the sort of inputs 
offered by the school administration. 
On both these counts the teachers in 
mission schools performed much better 
than their counterparts in the other 
schools. 

As the author himself has pointed out, 
the data reaffirms theoretical positions 
concerning the influence that the larger 
society has on its school system. In this 
sense the tribal community is no different 
from other social groups. Overall the 
review of the mission schools does bring 
them out in a positive light.‘Despite cer¬ 
tain shortcomings, the students, their 
parents and the school teachers displayed 
a high degree of awareness and enthu¬ 
siasm for school education. 

The conclusions from this study are 
both interesting and provocative. Despite 
Ihe difficulty in establishing their relation¬ 
ship with the rest of the study, they 
nonetheless stimulate discussion on Ihe 
relationship of school and community not 
only in the case of the Ikiasari tribals, but 
for tribal communities throughout the 
country. How do iribals perceive the 
school in their community? Why are 
Indian tribals in general not taking advan¬ 
tage of the educational opportunities 
offered to them? What should be the 
relationship between the school and the 
community? 

Placed against a background of a 
political, economic and cultural awaken 
ing of tribal communities in India today, 
Heredia focuses on a micro-level change 
that the school can initiate in tribal com¬ 
munities. He argues that school can play 
a more active role in the process of social 
change taking place in tribal communities. 
While macro structures might be rigid 
monolithic and at times even oppressive, 
much can be done at the micro level to 
induce change. For the author the school 
must not only be a school but also a 
community centre. He suggests various 
types of activities to bring about this 
greater integration betvreen community 
and the school, such as adult literacy, 
social welfare; parenis-teachers associa¬ 
tions, relevant syllabus, instruction in 
mother tongue, etc. The author himself 
admits that such a change would be met 
with great resistance. He sees the answer 
in a people's movement for educational 
change, but no effort is made in the book 


to expliin how such a movement can be 
brought about. 

Perhaps there is need to rethink both 
‘school* and V:ommunity’ in terms of thdr 
ground realities. Are tribal communities 
necessarily homogeneous? Even in the 
Taiasari setting fragmentation has already 
occurred giving rise to various social 
groups. Students from all these groups are 
in the class room. How should relevant 
education be deftned in such a setting? 
Tribal communities are as such not exempt 
from the forces of change that have 
already taken place in the rest of the 
country. 

The crux of the matter then is that 
‘.school’ whether of the formal or the 
non-formai type is a learning activity, 
that is firmly embedded in an ideology 
that reflects the dominant structures 
within 9 social setting. The mission 
school is as much an ideological activity, 
as are the schools run by the government. 
So what then is the mission’s ideology 
in the class room? At no p6int is this issue 
discussed. 

The model of the ‘community school’ 
is certainly a very creative and construc¬ 
tive concept. \kt, its success on the ground 
has rarely been witnessed in societies 
whose social structures are marked by 
economic and cultural inequalities. In 
such societies, the model often onijf has 
a populist value, it is used to disguise the 
contradictions and the inabilities of the 
system to provide effective and efficient 
education for its school-going population. 
From an anthropological point of view, 
it may well be .said that Indian adivasis 
had for centuries their own non-formal 
form of community school. Why that 
form of learning had to be done away with 
and why an alien model introduced in 
their midst is exactly the problematic 
ground, from which any enquiry into 
educational development foe tribal people 
must begin. That would bring to light the 
fact that even for the missionaries, the 
‘.school’ is part of the top-down model of 
development. 

For those involved in either the re¬ 
search or plaiuiing of education in tribal 
communities, this book makes an in¬ 
teresting contribution. The data in this 
study could provide a food basis for com¬ 
parison of educational development in 
other tribal regions of the country. At 
yet another level, the work can stimu¬ 
late discussion on several issues con¬ 
cerning the ‘school-community’ relation¬ 
ship a.s it presents itself in tribal societies. 
Social activists working in this field must 
certainly take note of the work to evolve 
a more sensitive approach to the school 
in tribal communities. 
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Cultural Communication in Literacy Campaigns 

Social Relational Contexts, Processes and 
Hegemonic Organisation 

Denzil Saldanha 

Communication processes in literacy campaigns have important implications for the movement of vast sec¬ 
tions of people from a culture of orality to one of literacy. The teaching-learning process provides access to the 
symbolic systems of the literate universe. Several cultural groups and literacy activists are thrown up by the pro¬ 
cess of cultural mobilisation that takes place on a relatively extensive scale during the district campaign. What 
are the larger organisational implications in terms of creating an alternate cultural hegemony for economic en¬ 
titlements, especially during the post-literacy period and beyond? 


i 

Introduclion 

THIS article focuses on (he environment 
building aspects of literacy campaigns.' 
Various communication media have been 
utilised in the literacy campaign districts 
in order to stimulate motivation, generate 
mass participation and to citate a cultural 
climate that is congenial to literacy. 
Popular cultural forms have occupied a 
central place within the mobilisation pro¬ 
cess of environment building. The article 
begins with an identification of the 
messages and some of the folk media that 
have been utilised in literacy campaigns 
in Maharashtra. It continues with an 
analysis of the communication processes 
in the field on the basis of one’s observa¬ 
tions, interviews and group discussions.* 
These micro-level systems of communica¬ 
tion have been discussed with reference to 
the folk media that have been utilised, the 
contexts and processes of communication, 
and the impact that they have had. The 
impact is seen both in terms of immediate 
motivation and mobilisation as well as the 
possibility of its transfer to sustained 
teaching-learning. What follows is a 
recapitulation of some general conclu¬ 
sions relating to popular communication 
during environment building in literacy 
campaigns. 

Communication processes in literacy 
campaigns have important implications 
for the movement of vast sections of peo¬ 
ple from a culture of orality to one of 
literacy.’ The use of folk forms in en¬ 
vironment building, in fact draws on the 
oral culture of the people in order to 
facilitate and motivate their transition to 
literacy. The teaching-learning process 
provides access to the symbolic systems of 
the literate universe. Several cultural 
groups and literacy activists are thrown up 
by the process of cultural mobilisation 
that takes place on a relatively extensive 
scale during the defined spatial and tem¬ 
poral frames of the district campaign. 


What are the larger organisational impli¬ 
cations in terms of creating an alternate 
cultural hegemony' for economic en¬ 
titlements, especially during the post- 
literacy period and beyond? The article at¬ 
tempts to address itself to this issue in con¬ 
clusion. 

While discussing the collapse of old 
paradigms and methodologies for com¬ 
munication studies, P Mohan underlines 
the need for a new approach that is con¬ 
textually situated, descriptive in character, 
and that works upwards towards a theory 
of communication. “The new paradigm 
would have to seek paths of change only 
as ordinary people need and want them, 
and always in harmony with their environ¬ 
ment and history. The new paradigm must 
not set its own course, but discover it... 
Communication Theory must return first 
to the villages, the workshops, the market¬ 
place, and even to the places of worship— 
but this time only to observe, describe, and 
to try to understand [Mohan 1992; 775], 
The approach in this paper is broadly in 
accordance with the one that has been 
suggested. 

A brief explanation of the emerging 
conceptual framework might be useful at 
the outset. One views the teaching-learn¬ 
ing process of transition from orality to 
literacy as central to the literacy campaign. 
The literacy campaign is introduced into 
the relatively structured and given socio¬ 
economic context of the district. It at¬ 
tempts to create a cultural climate for 
literacy through the use of folk media 
drawn from the culture of orality of the 
people. This process sets in motion the 
macro-level dynamics of social mobilisa¬ 
tion right up to and during the micro-level 
phenomena of teaching-learning in scat¬ 
tered villages and in discrete groups. One 
has attempted to describe the contexts, 
processes and forms used while communi¬ 
cating in village situations and their im¬ 
pact on motivation for sustained learning. 
These systems of communication, as part 
of a larger cultural mobilisation, have im¬ 


portant implications for the possibilities 
of creation of an alternate cultural hege¬ 
mony during post-literacy by utilising line 
potential of the ’organic* intellectuals that 
might have emerged from the campaign. 

11 

Messages through Folk Media 

Several folk forms have been fruitfully 
utilised in the literacy campaigns in 
Maharashtra. During the environment 
building programmes in Ratnagiri district, 
for example, the kalajathas drew from 
musical forms such as lavani, powada, 
gondhal, jagar, etc Environment building 
gave expression to songs from tribal tradi¬ 
tions such as the Dhangari Lok Geet and 
from religious sects like the Varkaries, 
followers of Vithoba of Pandharpur. Dur¬ 
ing the environment building phase which 
was held in an intensive manner from 
February 27 to March 8,1992,67 cultural 
teams went out to the different villages on 
kalajathas. The main thrust of the mes¬ 
sages conveyed through song, dance and 
discussions was literacy. However, it wai 
reported that other issues such as mothei 
and child care, family planning, watenhec 
management, the problem of alcoholisn 
and dowry, small savings and agricultura 
development were also conveyed. 

In this district, the participants in th 
kalapathaks were drawn primarily fron 
the middle classes and in particular fron 
the school teachers. Howewr, in the TlX 
districts from the Marathwada region, lilt 
Latur and Nanded where the Bharat G)w 
Vigyan Samiii <BGV!S) has been active 
one has observed a greater participatioi 
of the traditional practitioners of the foil 
media. The kalajathas organised by tfe 
BGVS from October 22 to 30,1990, dut 
ing the Wardha campaign were held in fiv 
central villages in each of the eight rafatka 
of the district. These jathas were also 
reported to have involved several local 
traditionhl artists. 
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liiinee of Laiur, with the participation of 
Iflia BCVS, has brought out a recorded 
l^aiKtte—^kshana Gcet Mala—of songs 
} Mt draws on various folk forms: geet, 
f itiarud, blutian, abhang. gondhai, lavani 
^ Old powada. A content analysis of the 
i. xntfij themes in these songs suggei^ that 
be following areas are covered: literal 
\}r a happy family life and as a key to 
v .tnowledge; literacy for women’s emanci- 
'i^tion; tli« problems of alcoholism, 
I'iomy and superstition: poverty and op- 
'fpmsive work conditions of lalxwrers and 
\3tcracy as a tool for emancipation; caste 
dberimitMtions; inspiration to keep pace 
arith a changing scientific world; literacy 
iu prayer and devotion to god and the 
spirit of tMlionalism. 

' 0^ has come across several innovative 
forms being used during the environment 
building campaigti. Some of these spread 
ghe message of literacy by relating the 
forms ^to local festivals: akshar kandiis 
and alcshar rangoli at the time of Diwali 
and Akshar Canapati at the time of the 
popular festival in Maharashtra. These 
>weic extensively used in Ausa taluka in 
iLatur district. In the Sindhudurg cam- 
jpaign, haldi-kumkum celebrations were 
^widely used to mobilise the women and 
,bring them together to discuss issues 
.related to their everyday life. In the slum 
podats of Bombay, a voluntary organisa¬ 
tion Committee of Resource Organisa¬ 
tions (CORO) has attempted to relate 
literacy to maior social reformers who 
have bm dose to thcdaKt community by 
celebrating the aimivcrsaries of Jotiba and 
Savitribai Phule and Ambedkar. The en¬ 
vironment bialding phase of literacy cam¬ 
paigns has contributed not only to the 
motivation for literacy but also to the 
education of the literate middle classes by 
reipasing the latent creativity of a large 
number of individuals, leach^ low level 
government officials and unemployed 
youth from sections that might be con- 
sideted as “traditional” inteliectuals have 
been drawn to the cause of literacy for the 
disadvantaged. There is a need for an 
organisational form that would take for- 
w^ the potential of these individuals in 
a sustained manner during and after the 
po$t-litera£y phase of the campaign. 

The District Literacy Campaign Com¬ 
mittee of Nanded has published a collec¬ 
tion of folk musical forms that were to be 
used in environmental building. The 
publication is entitled Sakshar Sarita 
(refer to the appendix for a brief descrip- 
tkm of some of these forint). The compo¬ 
sitions were selected in a participatory 
manner. Language and music expem were 
also consulted. During our field visits we 
found that local artists and instructors 
were making use of the publication. 

The following table presents a cross 
tabulation of the different folk media ac¬ 
cording to their thematic messages. One 
hnds that geet, a popular form that is 


M2 


gcinnauiy lucu iii uivciac uccasiuns, i» 
most represented in the publication. Devo¬ 
tional forms such as abhang, bhajan and 
bharud are the next in importance. The 
musical form of lavani that has found 
expression in the popular theatre of 
tamasha, has also received adequate 
representation in the text. 

One has attcm|Mcd to identify the cen¬ 
tral thematic focus of the messages com¬ 
municated through the various folk 
media. The content of an invitation to the 
ignorant (adani) to move out of the 
darkness (andhar) of illiteracy towards 
literacy is the one that is most often 
repeated. This theme is to be predomi¬ 
nantly found in the forms of geet, abhang 
and bhajan. Communication processes 
and form) provide some indication about 
the subject who is communicating, i e, the 
composers and the performers, in the case 
of the foregoing ll^c, it appears that a 
middle class condescension towards the 
illiterate has gained some degree of 
predominamre in the compositions. Most 
of the thematic messages provide a ra¬ 
tionale for achieving literacy. However, 
some of them focus on a direct inspira¬ 
tion for literacy through the use of emo¬ 
tional appeal, metaphors and colourful 
language These songs are, as it were, a 
glorification of the letter (al:shar) and an 
invitation to literacy. The call to women 
to view literacy as a means to their eman¬ 
cipation is a theme that has a high degree 
of predominance throughout a number of 
the forms, in particular, bharud, gondhai 
and geet. This is relevant in a situation 
where the vast majority of the learners are 
women. The spirit of natioiralism as an 
inspiration to literacy resounds in some of 
the forms; as well as the call to widen oik's 
horizons and gain knowledge (vidya. 
dnyan). It appears that some of the 
messages that might have a greater con¬ 
textual appeal to the lives of the learners 
and instructors—the conditions of op¬ 
pression and the rights of labourers; over¬ 
coming cheating and usury, inspiration to 
voluntary instructors; inspiration from 
social refc.mers for learning and the ap¬ 
peal to enrol in schools—have not been 
adequately represented. The powada 
which has been used in the past to inspire 
.social awareness during movements, 
covers some of the messages; as well as 
the more secular forms of lavani, ovi and 
street play. Do some of the forms lend 
themselves by their very aesthetic qualities 
to the propagation of particular messages, 
is a question worth researching. 

Ill 

Local Contexts end Processes 
of Communication 

This section adopts an inductive ap¬ 
proach to micro contexts of communica¬ 
tion. it describes the contexts and im- 
cesses of the use of folk media in varied 
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literacy campaigns. One attempts to nar¬ 
rate oric’s learning experience in response 
to these situations. 

We visited Budhada village in Ausa 
taluka of Latur district on November 6. 
1992. Budhada has a population of 2J24 
persons. 110 illiterates in the age group of 
lS-35 had been identified in the survey. 
The teaching-learning process in this 
taluka and village had be^n in Maqr 1992. 
The initial 22 classes had now been reduc¬ 
ed to 16 as a result of drop-outs from 
among the instructors and the impact of 
drought, the onset of the monsoons and 
the agricultural season. However, an at¬ 
tempt was made to integrate some of the 
left out learners into the running classes. 
The village had an upper-primary school 
with eight teachers. Unlite the situation 
with most primary schools, the teachers 
resided in the village: They could thus 
more closely identify themselves with the 
motivation and conduct of the campaign 
at the village level. 

We moved around the village, tracking 
down the dynamics of the carapaign from 
instructors to the learners, to the teachers 
who trained and monitored the campaign, 
to what was generally perceived to be the 
initial motivating fulcrum of the cam¬ 
paign—a cultural group called the Butcha- 
sheel Gayan Mandali, which had played 
a major role in the environment building 
process in this and the surrounding 
villages. The earlier Adult Education Pro¬ 
gramme was running for the past oneattd 
a half years prior to the campaign. Accor¬ 
ding to the prerak of the Jan Shikshan 
Nilayam (the literacy activist who con¬ 
ducts the post-literacy centre), the major 
difference from the past was that a pro¬ 
gramme with paid instructors and pteraks 
who were doing a job was converted into 
a social movement. Tbachers, students, the 
educated unemployed youth, the prerak 
(lumself) and the instructors were organis¬ 
ed towards voluntary participation in a 
cause. The cultural grpup through its 
rousing songs and their emotive appeal 
was seen to have lit the first spark of 
enthusiasm for tHe campaign. 

The group is equipped with dholak, a 
harmonium, and jhanja. Seven members 
of a dalit family constftute the group. The 
lead singer is a girl in her late teens, a 
seventh standard drop-out from school. 
The other members, consist of her father, 
motlKT, uncle and two brothers. The fami¬ 
ly had been performing in the surrounding 
villages singiiv the literacy songs prepared 
by the campai^ otganiseiv, the Bharat 
Cyan Vigymt Samiti (BGVS) in particular, 
and the ones they thansdves had devised. 
During this period they marked to sur¬ 
vive on the hospitality and gifto provided 
by their rural audiences and the honora¬ 
rium. Tlravet to several vilfaiges often meant 
forgoing agricultural wages whidi vras 
seen to ^ worthwhile when'one had the 
satisfiKtion of getting involved in a 
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Mtioiidl prainmiM. Their iponuneous 
pcrfomwaoe outsidfe their hut on the 
oiittUitt of thf viifaife utTKted a number 
of villa^ women. The male folk wen oM 
for agricultural work. The performers 
oonsiderad their songs as entertainment 
with a message. They generally explained 
the thematic content of the song to their 
audience. The music helped to draw an 
audienoe and to hold their attention, while 
knowkdge was imparted through explana¬ 
tions and discussions. __ 

The motijntional impact of the cultural 
group had spread to a nearby school for 
the technical training of the blind. The 
visually handicapi)^ youth in this institu¬ 
tion were being trvn^ for weaving and 
other handicrafts and had begun to learn 
braille under the guidance of a blind 
instructor. They had learnt reading and 
some amount of numeracy with an enthu¬ 
siasm that outshone that of the sighted 
illiterate in the village, their writing 
abilities, were hindered for lack of ade¬ 
quate nuuerial. They attributed their in¬ 
terest in literacy to the songs of the local 
cultural group. 

The nuichasheel Gayan Mandali repre¬ 
sents the mobilisation of a local, tradi- 
ticHMl cultural resource—an entire dalit 
family of singers and performers—to meet 
the regional needs ,of the environment 
building phase of the campaign. Hianks 
to the literacy campaign a fragile cultural 
resource bas^ on folk media is provided 
a direction and a wider legitimacy in iu 
processes of communication. Cultural 
groups and their involvement in the en¬ 
vironment building dimension of the 
macro campaign process are found to 
make a major contribution towards the in¬ 
itial motivation of learners and instruc¬ 
tors and the confolidation of various 
social forces—.government departments, 
educatsonal institutions, voluntary 
organisations and the unorganised in¬ 
terested community in the "social move¬ 
ment" that is the literacy campaign. The 
use of folk media drawn from local tradi¬ 
tions and the direct infrnmai communica¬ 
tion processes within small gatimings, 
facilitate the mmivational impact. 

Sustaining Motivation for Literacy 

Can this impact be sustained over the 
micro-level teaching-learning process 
which calls for a compantivdy greater 
amount of discipline^ regularity rind in- 
'vestment of energy as compart to the 

• flexible and spontaneous dyiiantics of tlw 
environment building phase of the cam¬ 
paign? One has obser^ that learners and 
instructors approadi the teaching-learning 
process with a framework of jHiorities 
whose configuration is derived from thdr 

• experience of the struggle for survival in 
every^ life: High points in the tainfed 
agri^ural season like sowing and 
harvesting operations, drought, etoions, 
school eiaminations and vacations, festi¬ 
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vals and communal riots result in major 
breaks in the rhythm of htency campaigns 
and, in irarticular, the teaching-learning 
process. This provides some indication of 
the "rational", sustenance-based ordering 
of priorities. Attempts have been made to 
create snidler bursts of cultural mobilisa¬ 
tion at different phases of the teaching- 
learning process, especially during low 
points and periods of stagnation. All op¬ 
portunities for direct personal contact 
during the preparatory phase of the cam- 
paign have sometimes bm utilised to sus¬ 
tain motivation, i e, the survey, training, 
distribution of material and monitoring. 
Motivation for literacy, especially when it 
does not result in immediate economic 
gain, needs to be seen in this context of 
grounded priorities. Literacy within the 
campaign approach calls for a reordering 
of and a direction to existing priorities of 
everytfaQr life Perhaps more than and ac¬ 
companying cultuntl events as part of a 
cultural movement, a functional orienta¬ 
tion to literacy instruction cmild provide 
the capacity to sustain literacy learning 
ur^ trying drcumstances. 

We encountered another cultural group 
in VUsangi village of Ahmedpur taluka, 
Latur district on November 7, 1992. 
Valsangi has a population of 2,223 with 
271 learners in the IS-3S age group. 26 
classes run by instructors, of whom 17 are 
school sturlents, cater to the needs of the 
learners. The classes were struggling ahead 
despite the claims of the harvesting season 
on the time of the Imners. This cultural 
group consisted of three genmations of a 
dalit family whose members contributed 
in different ways to diffoent aspects of the 
campaign. The father was a primary 
school teacher by profession and also 
served as a master trainer. He himself, his 
wife: son, two daughters and daughter-in- 
law served as volunteer instructors. His 
mother had become literate during the 
oourw of this campaign. IWo schcml-going 
granddiikben together with the rest of the 
family and the memben of a local Mahila 
Man^i had formed a kalapathak, and 
had toured 10 villages during the environ- 
mera bididing phase The son acted as a pte- 
ak of the h^ JSN. Eighteen neo-Kterates 
had passed the fourth standard examina¬ 
tion under his guidance Themes related 
to social awareness were interspersed in 
between the songs catting on adult learners 
to join the classes nut the young drop¬ 
outs to enrol in the schools. 

A relevant question that arises is the 
nature of the organisational form that will 
consolidate and take forwani the large 
number of cultural resources by way of 
individuals and groups that have been 
stimulated during the literacy campaign. 
Can the cultural pio^ that borders on 
a thovement be sustained in an organiaed 
manner after the campaign or will these 
resources relapse into so many disarti¬ 
culated foci of cultural expression? 
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Contexts that Structure ProcessE: 

M 

In Palshi village of Utur taluka in tlk- 
same district, at night on November S 
1992. one had an opportunity to cdrservl 
the entire repertoire of a kalapathak. Th 
programme had been organised in t 
village that was idenlincd as ‘weak* dun 
ing the campaign and where the teaching 
learning process had stagnated as a resuf; 
of the agricultural season. The setting wg 
the raised platform of tlic school buikHiq 
with the major part of the audience oi 
about 300 persons silting in the darknei! 
on the village square across the road ftwr 
the platform. Some space on the natural 
well-lit stage was reserved for the villagi 
influentiais and the respected visitors wIk 
sat on mattresses and cushions. Behinc 
these venerable persons sat some of tht 
village women. The performers wouk 
emerge from a classroom by the side oi 
the platform. 

One goes into these details of the struC' 
tured setting and social context of (hi 
cultural programme in order to make thl 
point that a kalapathak generally enten 
a socio-economic context as a given situa¬ 
tion. The structured allocation of spad 
during the performance flows from thl 
context and sometimes intervenes in thi 
communication process. There was nc 
dialogue with the audience on this par- 
ticular night. However, the villageit 
especially those from the poor classes, sal 
with rapt attention from 9.00 p m till i.OC 
a m. Attempts have been made on otha 
occasions to breaxthrough this imposec 
structure on commu nication by havinj 
a more open setting, by the performai 
moving among the audience arid engaginf 
in informal dialogue and by doing awaj 
with tne rituals of speeches, votes ol 
thanks and gariandings. 

The entire performance bore tiu 
character of several scripts within an ex 
tended script, constructed into a mean 
ingful whole. It was comprised of kirtaiti 
and bhajans sung by a traditional kir 
tankar with much humour and compdliiq 
emotion while conveying the message oi 
learning and literacy: a street play deinc 
ting the problems encountered by iilite 
rates, the reasons for the neglect ol 
schooling during the school-going age anc 
the functional aspects of literacy; song) 
conveying the ne^ for literacy and sell 
advancement; a mono act which narratec 
stories, anecdotes, and jokes while ex 
plaining the need for learning; a skli 
which drew from mythologies in order U 
underline the limitations of superstitiiMt 
The entire programme was interspenec 
with songs, poems and direct emotiona 
appeals to the adult literate in the viUai||i 
to join the classes, be literate and wider 
their horizons. One did not have an op 
portunity to discuss with the assemble 
villagers given that the programme had et 
tended late into the night and the audiena 
dispersed immediately after. However. 
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^ping by the nipt attention and their 
icaelions especiallyto the humorous and 
tmotional situations, one got the impits- 
lion that the kalapathak is a powerful in- 
itrument for omnmunicating a message to 
the rural audience and for generating in¬ 
itial motivation. It becomes necessary to 
save a relatively discontinuous follow-up 
O these programmes in terms of the next 
Uge in action, lest the cultural pro- 
iramme remains as only a vivid event in 
nemory—an entertaining break from the 
Irudgery of everyday life. 

That (he reproduction of social struc- 
ures in the setting of a cultural perfor- 
nance results in inhibition of communica- 
ion processes, may also be seen in the ex- 
imple of the single-actress play Vhay Mi 
iavilri Bai performed by S Deshpande. 
Me observed its performance on March 4, 
1992, in Ratnagiri district. The play 
lepicts (he life story of Savitribai Phule 
u narrated and enacted by her. This 
xrwerfol medium had been fruitfully 
stilised in several villages of Ratnagiri 
Jistrict to motivate the women to literacy. 
The play was able to hold the audience to 
cpell-bound attention with the skilful 
mactment of an emotive theme that is 
:lose to the lives of the women in the 
district. On this occasion, however, one 
found that attempts on the part of the 
performer to stimulate dialogue with the 
ludience met with little success. The 
reason appeared to be partly due to the 
mixed audience of males and females 
which also included children. The women 
pere inhibited to speak out in this con¬ 
text. The other factor was the socio- 
Ronomic spatial context. Persons from 
the dalit community who formed the 
Igricultural lidiourers and poor peasants 
in the particular village community sat on 
the ground before the stage. Their 
smployers, the well-to-do farmers and 
Itorticulturists from the region, sat on 
diairs behind them. The location of the 
play itself was the large courtyard of a 
mgjor landholder, a political figure in the 
village who trad^ in horticultural pro- 
luce. All these were contextual factors 
that dampened the possibilities of any 
torizontal cotiununication. However, one 
n>utd observe that the audience though 
liicnt, left with much food for thought. 

The BCVS has played a major role in 
the environment-building phase of the 
campaign in Latur distria and in the Mar- 
Ihwada region in general. A single kala- 
jatha covered about 10 villages in the 
vicinity of a central primary school. A 
lialt and stay in a village was followed by 
prabhat pheiis in the morning, discussions 
with the learners, potential instructors and 
members of the village education commit¬ 
tee during the day and cultural program¬ 
mes in the evenings. The kalajathas of the 
BGVS were held during August 13-30, 
1992 and covered two talukas of Latur 
listrict. Antar Bharati, a voluntary 
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organiMtion in the region, covered two 
other talukas while the fifth taluka was 
allotted to a high school. 

Potential and Limits of 

CULIURAl. MOBILISATION 

Shirur Dhabade village in Mukhed 
taluka, Nanded district, is an illustration 
of the phenomenon that environment- 
building activities, even with the incor¬ 
poration of media drawn from the oral 
traditions of the people ar. inspiring per¬ 
sons to move from orality to literacy, do 
not necessarily get translated into motiva¬ 
tion for sustained teaching-learning. This 
was considered to be one of the ‘stronger’ 
villages in the literacy campaign and in 
one of the belter performing talukas. 
Hence its importance. visited this 
village on November 11, 1992, after the 
cultural mobilisation of tedrners, instruc¬ 
tors and village level campaign organisers 
had been held. The initial motivation of 
789 learners identified in the village had 
been consolidated into 74 classes con¬ 
ducted by trained instructors. The instruc¬ 
tion had begun on August IS and thd 
learners were expected to have neared the 
completion of the llrst part, of the kit. 
Despite the enthusiasm of the beat-level 
full time workers in the campaign, of the 
teachers from the local primary school 
and the volunteer organisers of the local 
campaign, one found that the combina¬ 
tion of vacations for the teachers and 
students, and the harvesting phase of the 
agricultural season had taken its toll on 
the consistency of the teaching-learning 
process. Only 28 out of the 74 classes wete 
running during the period of our visit. 
The claims of survival in everyday-life had 
gained precedence over the demands on 
time for literacy instruction. Learners, 
most of whom were poor peasants and 
agricultural labourers, had opted to invrat 
their energies and time in maximising the 
gains from the limited agricultural season, 
especially in the context of the long 
months of drought that preceded it. We 
had reason to believe that they would get 
back to teaching-learning after the season, 
perhaps after suffering a relapse from 
the low levek of literacy that they had 
attained. 

During our round of the village after 
9 pm, the time of the classes, we met an 
elderly primary teacher resident of the 
village but who taught at a neighbouring 
one. His son and daughter were engaged 
in adult instruction while he assisted them 
through guidance and inspiring songs. He 
was involved in the local cultural group 
which had covered this and the surroun¬ 
ding villages. The folk songs that he sung 
together with the adult learners attempted 
to motivate learning. The sonp drew in¬ 
spiration from patriotism as citizens of the 
state of Maharashtra and dc^ion to 
Goddess Saraswaii on the one hand, and 
the everyday-life example of persons in 


similar economic situations on the other. 
The latter song narrated the story of a 
daughter-in-law who overcomes the op¬ 
position of her father-in-law while per¬ 
sisting with the instruction of her mother- 
in-law. The tiule head of the household 
appreciates the value of literacy and the 
desire of the women for learning, only 
when he himself is cheated. 

Later that night a cultural programme 
related to liten^ was spontaneously 
organised. There is a tendency for village- 
level organisers to hold a cultural perfor¬ 
mance for tin beneftt of visiting outsiders. 
This api^rs to serve the purpose of seek¬ 
ing legitimacy and appreciation from the 
wider rmiverse beyond the village and 
sometimes to cover up the relative failures 
of the arduous teaching-teaming process 
with the spontaneity of song and dance 
The music attracted a large gathering even 
though it was past midnight After the in¬ 
itial programmes, we converted the func¬ 
tion into a forum for discussion on the 
problems that the villagers presently fac¬ 
ed as regards instruction and the contrast 
between the enthusiastic response to the 
cultural event and the poor attendance at 
the daily literacy classes. Discussions with 
the members of the cultural group, the 
local organisation and the assembled 
villagers led to the following conclusions. 

Kalajathas and cultural performances 
are high pmnts in the life of villagers. They 
help to create a generalised consensus on 
the need for Uteracy, to organise interested 
persons at the village level, to inspire 
adults to learning and to convey messages 
relevant to srxrial development. They at¬ 
tract an audience and convey messages in 
an aesthetically pleasing and emotionidly 
inspiring manner which otherwise would 
not hold attention. Importantly, cultural 
events create a forum for meeting, discus¬ 
sion and planning. However, the drudgery 
of everyday-life and the demands of the 
agricultund cycle tell on the regularity of 
the literacy classes. Organisation factors, 
such as teachers away on vacations and 
the leadership involv^ in the elections, 
also intervene The meeting dissolved, not 
before it was recognised thru the campaign 
was primarily that of and for the village 
and tu learners (not that of the collector, 
the visitors, the taluka and district-level 
organisers) and after the garlamhng of the 
learners who had persisted despite great 
odds and the announcement of a meeting 
the following day to plan for the revitalisa¬ 
tion of the literacy campaign. 

Cultural HETEROOENEmr in Contexts 
OF Urbanisatkw 

A meeting with the oi|janisen, instruc¬ 
tors and teamers at (he Unhi High Schosd 
which looks after the campaign at the 
predominantly Urdu speaking ViM No 22 
of Nanded town and at the Munidpol 
Marathi fjigh School that co-oidinaut ao 
tivities in the neighbouring Wud Nos 20. 
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and 21 was held on November 9, 1992, 
during the day. The schools work in close 
co-ordination. A joint cultural function 
held on the occasion at the Samaj Mandir 
suggested how a cultural event could pro¬ 
vide a forum for inter-communal com¬ 
munication at the level of orality and folk 
culture. Religious and linguistic identity 
was maintained in the instructional pro¬ 
cess, with Muslim learners being taught 
through the Urdu medium, their language 
in the domestic sphere, while Hindus and 
dalits learnt in Marathi, their motluv 
tongue and the language of public ‘func* 
tional* communication in the district. The 
cultural programme however was con¬ 
ducted by a group of musicians drawn 
from both cofnmunities. The music was 
inspired by the kawalr, gondhal and jogwa 
forms (the last, a folk form that is tt^i- 
tionally sung by mendicants in honour of 
the deity, Khandoba). The entire audience 
understood and related to the variety of 
popular forms in the two languages which 
were drawn from diverse religious and oral 
traditions. 

While cultural heterogeneity might 
make for an organic development of inter- 
communal communication at the level of 
oral tradition, it docs not necessarily lend 
itself to the efficient conduct of the 
teaching-learning process and the transi¬ 
tion to adult literacy. We were given to 
undei.stand that the programme in Nand- 
ed city itself was faultering. The pnRrIem 
arises with respect to organising and 
monitoring tlie day-to-day teaching-learn 
ing process where instruction is conducted 
through diverse linguistic media and, in 
addition, is confronted with other pro¬ 
blems of uibanisation. Whereas in Hand¬ 
ed district the instruction was through 
Marathi, Hindi, Urdu and Iblugu, the 
neighbouring I.alur district had prag¬ 
matically opted, through a process of 
seeking consensus, for one language— 
Marathi, it was agreed that Marathi iii ef¬ 
fect was and would be the language 
through which the adult literate ecpiess 
themselves in public, lunctional discourse. 


Rural-urban differences have important 
implications for the conduct of the macro- 
levri campaign mobilisation through com¬ 
munication media and for the micro¬ 
processes of instructional communication 
within distina literacy classes. Literacy 
campaigns have generally faced f^ greater 
problems in urban areas than in the 
villages. While well endowed with institu¬ 
tional and human resources, urbanised 
centres—whether laige villages located 
along highways, towns or cities—have 
generally faced more problems ihtin 
smaller villages and relatively homoge¬ 
neous ones. Apart from their ethnic 
heterogeneity, urban conglomerations 
have discrete and functionally institu¬ 
tionalised resources that do not lend 
themselves to co-ordinated deployment in 
the cause of literacy. Environment-build¬ 
ing measures ate confronted with conflic 
ting stimuli—television, cable TV, 
films-and the dilution and the dissipa¬ 
tion of literacy messages. There are con¬ 
flicting claims on the time for literacy' 
within a context of relatively greater 
opportunities for sell-employment and 
employment in the informai sector. Apaii 
from psychological and functional leasons 
that are stated by adult learners as moti¬ 
vating them to literacy—removal of the 
stigma of illiteracy, a feeling of self-worth 
and greater independence in inter-persona] 
relations, the ability to communicate 
through letters and by reading news¬ 
papers, greater facility in spatial tr.obiii- 
ty and functional relations with office-s 
and shops and the capacity to take interest 
in the education of one’s children—an im¬ 
plicit motivating faaor for regular atten¬ 
dance at the classes has been the social 
space that they provide for ‘leisure’. 
Leisure, in the context of literacy learn¬ 
ing and especially in a context where no 
immediate economic gains are visualised, 
is understood as space and time foi 
oneself and for self-development in joyful 
interaction with others. The cultural and 
developmental messages of environment 
creation get dispersed in their effects and 
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the soeial siwee for ’b'.isure’ gets crowded 
out the ec'.t'Qit.ing claims in urban 
settings. 

One «L« ot'.perve.i these problems not 
only in . ity where a voluntary 

organis-alinu, ‘."oEsuuittee for Resource 
Oiganisatioiis ('"-OkO) is engaged in s 
l><m;-y dtwe M Ward among the dalil 
bu.sti5. but also in Handed city as discuss¬ 
ed above, in iiitur city, in Loha town ol 
k'andha.' f.'tluka, NaiideJ district, and even 
irt nrtianiscd viiiages like Ambulga with 
a iiopi-l.stkm of around 7,000 in Nilanga 
laluku oi l.atur di:;riici 

Wt. N t‘,ii<.ti ixjfra town earlier in April 
1992 wiien a major public meeting was 
held during the environment-building 
phase of (he campaign and again on 
November S, 1992. Ijaha with a popula¬ 
tion of is situated on the state 

highway. 3< is well endowed with educa¬ 
tional instiiuvions: seven primary or 
upper-primary .'wIiooU, three high schools 
and two coltcge.s Several training pto- 
gianunes for the regional resource persons 
and master iramvrs had been held here, 
it was visuvttis.'d that this trading town, 
market place am ((smmunication centre 
would serve a> the local point for the dif¬ 
fusion of literacy messages and a model 
of literacy' practice tor the surrounding 
villages. Thctcachmg-lcaining began on 
May 1, 1992 v-iih .1)9classes. However, at 
the time ol our vi^ii on November 8,1992 
only a few classes could be got going for 
our ot’servaiiosis a.td a minority of the 
cla.sscs had cii;,c<.miiuued during the agri¬ 
cultural sea.soH and the vacation period. 
It was film time on the television and 
market day on tfi*. ..oeets. This scenario 
does iiut Uixurat.i, leprcscnt the then 
status of iiienuy tsi.iuiction nor the 
poieiiiial of iot): to recover as a result of 
the efforts of its cm tuisiastic and commit¬ 
ted oigauisers. vVh.-(ii was clear was that 
while the rural aieas around Loha had 
gained, the cump.tign in Loha had stag¬ 
nated, ironi; ally tvx’au.se of the very fac¬ 
tors thin co.urujuied to its being a major 


Thematic Messages Oeel Abhang Bharud Gondhal Bhajan Powada lavani O.i .Sircel Total 

Play 


Poverty, Oppression and the Rights of 
Labour-Literacy 5 — 

Overeoming Cheating, Usury-Literacy 2 — 

Literacy for Women's Emancipation 4 — 

Inspiraiion from Social Reformers for learning 2 — 

Inspiration for Volunteer instructors I — 

Enrolment in Schools I — 

Nationalism-Literacy 6 — 

Moving out of Darkness (Andhar), Ignorance 
(Adani)-Literacy 13 7 

Widening Horwons of Kncwledge (Vidya, 

Dnyanf-Literacy 4 — 

Inspiraiion for Literacy (Akshar) 10 7 

Total 48 M 


I 

5 


I 

1 

2 
to 


4 


2 

1 

7 


Souw: District Literacy Campaign Committee, Handed, Sakshar Sariio. 1992. 
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ana locai point tor iiimcy 
KiMOttrce persons and educational insiiiu- 
A talking point of this literacy 
f campaign, as was pointed out by the local 
f otganisers, was the regularity in a class 
i conducted for the prostitutes of the town, 

I Escaping the perceived double stigma of 
i illiteracy and the profession with the 
i possibility of training for self-employment 
' during the post-literacy phase, provided 
- the motivation to these learners. 

PhR.SONAl ISI iJ COMMtJNK AriON 
IHKOIJCjH MONiroKINt, 

It appears that a disciplined, organised 
monitoring of a functionalised teaching- 
learning can contribute more to regular 
learning, especially in urban areas, than 
the spontaneity of cultural mobilisation 
which creates a consensus on literacy, a 
consolidation of social resources for 
organising the campaign and an initial 
motivation for literacy learning. Syste¬ 
matic monitoring and visits to literacy 
classes by officials and non-officials pro¬ 
vide an element of personalised contact. 
There can be no substitute for personal 
contact in its capacity to .sustain teaching- 
learning with adequate literacy outcomes. 
While functionality in terms of skills and 
organisation for employment generation 
provide a contextual meaning and direc¬ 
tion to literacy, personal contact provides 
a human dimension. 

The literacy campaign in the HUDCO 
community on the outskirts of Nanded 
city provides a good illustration of the ef¬ 
fectiveness of systematic organisation and 
monitoring of a functionalised literacy 
programme, with regular personal con¬ 
tact, in a relatively homogeneous indust¬ 
rial working class community. Household 
members of most of the 903 learners, 
about 95 per cent of whom arc women, 
are employed in the nearby CIDCO in¬ 
dustrial estate. Seveial environment- 
building activities, like the initial kala- 
jatha, haldi-kumkum celebrations, rangoli 
competitions and Akshar(>anapathi were 
held from May I, 1992. But when the 84 
classes were initiated from August 15,1992 
till the time of our visit on November S. 
1992, what has sustained relatively 
uninterrupted learning has been the effi¬ 
cient monitoring of classes by the school 
teachers from the five primary schools 
and the one high school and by resource 
persons, master trainers and full time 
volunteers. This has been reinforced by 
the reported high motivation of women 
learners who view literacy as an improve¬ 
ment in status, bringing them on par with 
their literate counterparts in the communi¬ 
ty. A $elf-«nployment programme among 
the women has also been initialed. 

Shemboli village in Bhokar taluka of 
Nanded distria, visited by us with the col¬ 
lector on November 9,1^2, is an illustra¬ 
tion of how direct contact with a higher 
government ofTicial can sometimes spark 


on me literacy campaign, me oau uu- 
icratcs in this village Beaded by their sar- 
paneft had been consisteatfy resisting the 
campaign on the questionable ground that 
the primary school should be given prior 
attention and the collector should himself 
visit the village to hear its problems. On 
the day of our visit a rousing discussion 
between the collector and the villagers 
helped to convince the latter of the im¬ 
portance of literacy. A decision was col¬ 
lectively taken to start the programme the 
following day. All necessary arrangements 
in terms of material and training had 
already been made. The villagers were 
apparently only waiting for a sign of 
direct concern from the administrative 
authorities. 

CDIIUKAI HOMtHitNI ITY ANI> 
EiHNK /CiaSS IDKNTIIV 

One has come across several instances 
where cultural homogmieity, especially 
among the oppressed, results in an effi¬ 
ciently conducted teaching-learning pro¬ 
cess. This has been seen in the dalit 
hamlets of villages in Sindhudurg and 
Ratnagiri dLstricts during their campaigns. 
Inspired by the educational processes set 
in motion by Phule and Ambcdkar, the 
dalits in these padas have utilised their 
locai cultural resources for environment¬ 
building and have harnessed the available 
educational resources for training and in¬ 
struction. The literacy achievements of 
these learners have generally been high. 

Kuntur landa of Biloli taluka in Nanded 
distria provides another example of the 
mobilisation of local cultural resources by 
a cultural group in the banjara (tamani) 
community. On tnc day of our visit on 
November 10, 1992, there was a power 
failure in the village. The break in the elec¬ 
tricity supply resulted in the disruption of 
the nine classes for the 88 learners in the 
village: it did not dampen the enthusiasm 
of the cultural group. A spontaneous pro 
gramme was held for the assembled villa¬ 
gers in the moonlight. Sevml songs were 
sung with traditional musical instruments 
in the Lamani dialect and utilising the 
tribal folk iiMlIa. Linguistic and ethnic 
identity was tiMI maintained through folk 
cultural expremions, wbik integration into 
the surrounding Marathi environment was 
found through the medium of literacy in¬ 
struction. Tile kalapathak from this 
village had travelled facand wide spread¬ 
ing the message of literacy among the 
Banjara community in their language. The 
classes in this village were reported to be 
replar, despite the agricultural season. 
Literacy and education were seen by the 
Banjara community as providing one of 
the few avenues for socio-economic mobi¬ 
lity. The community has already achiev ¬ 
ed a limited degree of political represen¬ 
tation in Maharashtra politics. The iate 
night programme was brought to an end 
with a community folk song sung by some 


of social space for women in the act of 
singing cannot be underestimated. 

In contrast with the poverty ya cultural 
homogeneity of Kuntur lands is the case 
of the relatMy prosperous Nagtirthwadi 
village in Udgir taluka of Laiur district, 
inhabited exclusively by the Reddy Yellam 
caste of rich peasants. It was a period of 
gram panchayat elections when we vi.sited 
the village on November 4, 1992. While 
(he election fever in the surrounding 
villages affected the literacy campaign, in 
(his village the sarpanch was to be elected 
unopposed. According to him, his leader¬ 
ship during the literacy campaign had 
brought about this unanimity. Instruaion 
had started in July 1992. The 44 learners 
in this village of a population of about 
5,000 had been organist into 5 effectively 
conducted classes under trained volunteer 
instructors. The learners had made ap¬ 
preciable progress in this village which had 
to its credit a total enrolment of children 
in the school-going age; an exception in 
the district. 

IV 

Some ConrlimionK on lAirai 
Communication Syxtcms: 

Context-Process-1 mpact 

Some tentative conclusions may be 
drawn from the foregoing desciiptions of 
cultural communication in field situa¬ 
tions. The kalajathas and their kala- 
pathaks have clearly been the fulcrum of 
environment building aaiviiics. They have 
played a catalytic role in creating a ciimaie 
for literacy within a larger mobili.sation 
process. TTiey have drawn on the tradi¬ 
tionally existing folk culture and from 
diverse local contexts. These resources 
have been not only in terms of the media 
foi communication, but also the human 
resources within the folk traditions of the 
people, i c, kirtankars, shahirs, bhajan 
mandalis, tamasha nuuidalis, gondhalis, 
families from tribal and dalil communi¬ 
ties, who were engaged in the performing 
arts. The literacy campaign, as a result of 
its people’s movement approach, has 
enabled these persons and their folk 
media to acquire a wider regional legiti¬ 
macy and has provided them a direction 
through messages of relevant developmen¬ 
tal communication. Persons, processes 
and forms within traditional folk culture 
have received a fresh breath of life and 
have acquired relevance in changed con¬ 
texts. In districts where a participatory 
approach lo the formulation and selection 
of communication messages has been 
adopted to a greater extent, accompanied 
by the participation of voluntary organi¬ 
sations—i e, Nanded distria—there has 
been a veritable groundswell,of the latent 
creativity among the people 
I'he visit of a kalapathak to a village 
is generally an entry into a structured 
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socio-economic context. The pre-visit 
planning and the entire day’s programme- 
consisting of the prabhat pheri, meetings 
and discussions with local activists, 
learners and instructors prior to the even¬ 
ing’s cultural programme—helps to create 
a consensus among the different classes, 
castes and political formations within the 
village on the need/demand for literacy. 
Individual motivation moves towards 
organisational consolidation and a collec¬ 
tive movement for local campaign imple¬ 
mentation. However, the socio-economic 
conrigurations remain otherwise relatively 
undisturbed. These hierarchies often get 
reproduced in the contextual setting and 
spatial allocation during the performance 
of the kalapathak. Informal two-way 
communication consequently gets struc 
tured and inhibited. 

The programme is generally conceived 
as several items, woven into a coherent 
whole for effective impact— scripts within 
a total script. It attracts a large audience 
of a cross-section of villagers and is able 
to hold them in rapt attention. The infor¬ 
mal style, the direct and emotional appeal, 
the mix of humour and serious messages 
and, most importantly, the use of folk 
media that draws on the familiar culture 
of orality among the people and urges 
them to make the transition to literacy 
through learning, help to create a signifi¬ 
cant immediate impact. Motivation for 
learning and instruction, a greater resolve 
among the literacy activists and their local 
organisation, flow from this generalised 
impact. The cultural performance pro¬ 
vides a forum for inter-communal com¬ 
munication at the level of folk traditions. 
In addition, it provides one more occasion 
for dialogue and planning for the 
campaign. 

As Wang and Dissanayake (1984:29) 
point out, an indigenous communication 
system is one sub-system contextualised 
within a larga cultural system. It is a liv¬ 
ing tradition that undergoes change while 
maintaining some degree of continuity. 
The use of folk media in literacy cam¬ 
paigns has provided them a new content 
and purpose within relatively traditional 
forms. The contexts of performance 
undergo some degree of transformation, 
i e, devotional music is brought from the 
temple and the home to the streets and the 
class-rooms. 

The social dynamics and communica¬ 
tion processes of the literacy phase of the 
campaign might be conceptualised as tak¬ 
ing place at two levels. The macro-level 
mobilisation of human, material and in¬ 
stitutional resources consists of the dif¬ 
ferent components of the campaign like 
planning meetings and conventions; the 
identiricaiion of individual’s organisations 
and institutions; the environment building 
activities; the creation of organisational 
structures for implementation at various 
levels of the district; the survey; the 
preparation and acquisition of teaching 


material and the training. The kalapathak 
as part of the process of environment 
building plays a central role within this 
larger framework of mobilisation. The 
relatively phased structure and flexible 
dynamics of the macro process ol mobili¬ 
sation needs (0 be distinguished from the 
comparatively roniinuous and disciplin¬ 
ed micro-level process of teaching-learning 
that takes place in scattered classes or on 
a one-to-one basis, the monitoring of 
these micro phenomena and their evalua¬ 
tion. The immediate motivational impact 
of the use of folk media in environment 
building does no! get mechanically trans¬ 
ferred into sustained teaching-learning. In 
fact, even (he social awareness messages 
communicated through the former need 
to be reinforced by the pedagogical pro¬ 
cess in the literacy cla^s so that they 
might have a more lasting effect on con¬ 
sciousness. The inspiration derived from 
the culture of orality needs to be elabo¬ 
rated through the appropriate use of the 
literacy texts in the classes. 

Apart from the very fact of the above 
mentioned two-level communication pro¬ 
cesses that have relatively distinct rhythms 
of activity, there are other factors that in¬ 
tervene between cultural mobilisation and 
sustained motivation for literacy among 
the adults. Learners approach the instruc¬ 
tional process with a configuration of 
grounded priorities that emerge from the 
annual cycle of everyday life The decision 
to invest time and energy in literacy is met 
with the counter claims of high points of 
the agricultural cycle, the seasons of 
migration for employment, festivals, 
school examinations and vacations, elec¬ 
tions and communal disturbances. Some 
of these objective factors might be beyond 
the capacity of campaign organisation to 
control. However, one finds that sustain¬ 
ed teaching-learning and regular atten¬ 
dance depends to a large extent on sub¬ 
jective organisational factors such as 
systematic monitoring, personalised con¬ 
tact and functionalised instruction. These 
inputs into the pedagogical process can be 
reinforced by short bursts of cultural 
mobilisation during phases of stagnation. 

Urban-rural contextual factors also 
result in a differential capacity for sustain¬ 
ed learning. Urban centres while rich in 
human and institutional resources, ironi¬ 
cally pose several problems to their 
co-ordinated mobilisation for liieracT 
because of their very functional institu¬ 
tionalisation. Urbanisation results in con¬ 
flicting communication messages that 
dilute the impact of attempts to create a 
climate for adult literacy. The claims on 
lime and energy and the comparatively 
greater opportunities for employment in 
the u'ban informal seaor conflict with the 
need for regular attendance in literacy 
classes. The social space for ‘leisure’, as 
defined earlier, is crowded out. 

One has observed that cultural homo¬ 
geneity with a given unit of mobilisa- 


tkMi—i c; tribal or d^it vilUtges/hamlcti, 
the lodal characteristics of Sindhudurg 
district—lends itself to the sustained im¬ 
pact of communication within the ^ . 
vironmeni building and the pedagojMcal 
process. Context and inesrages blend j 
together in relative harmony. In addition, 
there is greater facility in monitoring a ' 
campaign with an instructional process 
that is conducted in a single language. 

V 

Sustaining Learning through 
Hegemonic OiguiiiMition 

What are the larger implications of the 
campaign style of cultural mobilisation 
for literacy in terms of its capacity to 
create a ‘learning society' that would not 
only sustain and enhance literacy (access 
to symbolic systems) but also ensure more 
equitous economic entitlements? If lite¬ 
racy is not to remain merely symbolical, 
campaigns would have to confront this 
question. And since the campaign process 
gives rise to and is also part of the literacy 
produa, the organisational aspect of cam¬ 
paign mobilisation should throw light on 
the above mentioned question. A com¬ 
parison of the social dynamics set in mo¬ 
tion by voluntary ‘action groups’ and b) 
the literacy campaigns helps one tc 
understand the potential and limitation! 
of the latter. 

There are major differences in ihi 
mobilisation processes and organisationa 
forms that have been used by some socia 
action groups—i e, non-party politica 
groups—and the literacy campaigns. 
Both engage in cultural and symbolic 
communication towards soda! change bu 
through contrasting approaches. Thi 
former directly addresses themselves t( 
inegaiitarian socio-economic structures 
relatively close to the time of their entr; 
in a given region. Organisational consoli 
dation and the process of struggle foi 
change are based on the cultural traditioni 
of the concerned people. Education in it: 
deeper meaning of learning to thinl 
critically and creatively is linked to ihi 
political act of social transformation foi 
an alternate and more egalitarian develop 
meat. The struggle for social transforma 
lion is itself seen as an informal proces 
of education in widening circles of socia 
awarene.ss of one’s interests, of the neet 
for symbolic communication and of a fdh 
need for the letters. The recourse It 
literacy and to its symbolic systems is bas 
ed on increasing felt-needs in the proces 
of struggle. The social dynamics of thi 
process may be seen in terms of expand 
ing circles of symbolic communicatioi 
based on experience, struggle and con 
sciou.sness within everyday life: economi 
interest.s—organisation—a struggle that i 
contextualised in culture and grow!iit 
consciousness—literacy. Symbolic com 
mtuiication thus becomes organic to and 
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within socio-economk 

p Literacy campaigns, in contrast, hnve 
[|)|lmerelly a reverse dynanticr. Social muf'ii- 
^jlisation makes its cncj' imo t givei 
iR^onal unit—disti is o! viJIsp.c- • 
.Staking the socio-ccoiic ‘t.-in.-'cres o< 
Ithose contexts as tc';;': 'iy and, 
j'atleast initially, less in/'. ' niin.'isfiit*) 

• ed* While functionvwa.rer!cs 5 
ijarfd organisation iof i.t,. oc?' ir issi; of 
j;the stated objective,, !>•?• '-osijr -t 
.action acro.ss cla,i<‘..'i/' .,'/:{vov'.r..! toj- 

jmalions that c? 

literacy. Literacy', aticc .' 't : o:'vr, 
does lend il.self to .so- is j' hm-vIc comen 
sus at the initial stag., for change 

is postponed and thr >> 4 ,.,. is.stiooai con¬ 
solidation is for lii' f.ny. ’ ;; sfsuatioii 

where both ma.ss Cot and 

social awareness ol liic i.ro;? ptul v>o:.si- 
bilities of change au; -isJly jbsent in 
rural areas, a *brc.af)ji(.f; :r at e' i.s thus 
created for the possilriiitj if ir's-ss liteiacy. 
The recourse to loii'. caiu rt- isi cisating a 
climate for fadliu,iiag the tusnsitiun from 
orality to literacy, tiiu;; bc'.cnie.s ‘instru- 
mental*. Symbolic cosunvirication at the 
levels of culture and litoacy instruction 
in effect become in.'-triinicmal to organis¬ 
ed action for social change^ If indeed the 
latter is the final oHjertive, However, a 
significant difference fiorn the earlier 
National-Adult-Hdncati':n-Programme 
approach is the mass-level social mobilisa- 
lk>n and the consoiidati'sn of various 
social iesources--goven\nK'nt departments, 
educational institutions, the organised/ 
unorganised people— s'oi liteiacy. Apart 
from the gains in tetms of numbers of 
literate that arc achieved thtough social 
mobilisation, the otganisiuionul .stiiictuiTS 
that emerge at various levels seivc to 
gound literacy in *cxpe.rjctice’. Literacy 
would otherwise have or iv a symbolic ‘ex¬ 
pressive’ value. paial!-l to ..seiydny life. A 
fertile climate is created los the possi 
bilities of hegemonic c<ga;iisaiion. 

Another difference bt iwr ?n the TLC 
organisational struermes and those of the 
social action gioups may be noted. The 
ftwmer consist of disparate individuals, 
motivated and mobilised as part of orga¬ 
nised collectivities foi llie acy. The in¬ 
dividuals are drawm from diverse class, 
caste and political formations and from 
distinct social resources, despite their, at 
times, real conflicting interests. This 
fragile organisation is feasible given that 
the central message of a cultural transfor¬ 
mation for literacy is- at least initially 
and on the surtacc-—non-thrcaiening and 
non-polarising. T he social formations of 
me action gioups, in contrast, arc coni- 
prised of uiganised individuals within a 
:tass/casle collectivity and as part of a 
programme of consciousness and action 
for exercising control over economic and 
tcological resources. 

Field experiences suggest that literacy 
campaigns do have a major hegemonic 
potential. The mass approach ami the 


recourse to pt^lar culture in mobilisa¬ 
tion and organisation for literacy have 
resulted In several individuals growing 
closer to the needs of oppressed classes 
and castes. These have emeiged from sec¬ 
tions that one might consider in Gtamsdan 
terms as ‘traditional intellectuals— 
government ofncials, school teachers, the 
professional middle class and educated 
unemployed youth. Literate persons 
wiiose culture is organically steeped in 
that of the people have shouldered the 
task of cultural mobilisation—shahirs, 
kiriankars, bhajan mandalis and several 
others who were ‘traditionally' engaged in 
popular performing arts. These indivi¬ 
duals have a potential of serving as 
‘organic inteiieciuals* of the people, play¬ 
ing a role that ‘mediates’ between the 
cultures of orality and literacy and ‘directs’ 
the transition from access to communica¬ 
tion symbols to struggle for economic en¬ 
titlements. Some of these individuals have 
been incorporated as preraks of the post¬ 
literacy centres during the post-literacy 
phase. The relalive success 'of the cam¬ 
paign approach has also given rise to a 
vast section of neo-literates in several 
districts. 

There is a need for an oiganisational 
form that would sustain and consolidate 
these possibilities for an alternate hege¬ 
mony during the post-literacy phase. Such 
organisations cannot emerge sponta¬ 
neously. The movement from orality to 
literacy gains existential meaning only 
when the process is carried forward 
towards a sustainable learning society for 
social change* It appears clear that ex¬ 
tensive literacy can be achieve by the 
relatively intrusive process of the literacy 
campaign, penetrating the everyday life of 
the disadvantaged from without, and at¬ 
tenuated by the utilisation o^ popular 
cultural forms for social mobilisation. But 
Uieracy itself can only be sustained and 
rendered meaningful by alternate 
hegemonic organisational forms that are 
close to and that advance everyday life 
through a change in the structures of 
oppression. 

Appendix 

A NtJTE ON Some of the Folk 
Cultural Forms 

The descriptions are drawn from the 
text: Sakshar Sarila, District Literacy 
Campaign Committee, Nandcd, 1992. 
Pannar (1975) and Ranade (1985) also 
describe some of these folk media. The 
compositions in Sakshar Santa were 
selected out of the very large number that 
were received. The nnal selection was 
made by the Committee for Environment 
Building, Nandcd, uking into considera¬ 
tion factors relating to tunc simplicity of 
language, effectiveness and popularity. 
Singers, musidans and language experts 
were consulted. 


The Ceet it a popular i«rm generauy 
used in rural gatherings. It has found a 
place in films and theatre It is often used 
on festival occasions. Traditional as well 
as modern instruments could be utilised 
by a solo or group of singers. 

Abhang it a devotional form used in 
praise of the deity. It is a form which is 
closely connected to the bhakti tradition 
in Maharashtra and has been used the 
saint poeu such as Dnyaneshwar, Ibkaram, 
Namdev, Chokhameia, Janabai, 
Muktabai. The form appeals to a cross- 
section of persons from the Hlilerate to the 
highly educated. TIk instruments that are 
generally used to support the singing of 
the abhang are tai, tabla, harmonium and 
mridang. 

The bharud and gondhal are also devo¬ 
tional forms that have deep roots in the 
culture of the people. They have been used 
by the saint poets who have drawiuin the 
everyday lives of rural peopK. It lias been 
traditionally used to generate social 
awareness. Tlie gondhal is more parti¬ 
cularly a form to express devotion to the 
clan deity. The bhajan mandalies use the 
bharud form to the accompaniment of lal, 
pakhavaz and veena. 

The bhajan is a popular form used to 
express devotion to the deity, fts history 
can be traced to the 12th century. A 
number of villages in Maharashtra have 
their bhajan mandalies which are active 
during festival occasions. Bhajans have 
been utilised to inculcate moral values. 
The bhajan mandalies are generally com¬ 
prised of 10 persons. The songs are ac¬ 
companied by the mridang, tabla, tal, 
chiplya, veena, harmonium and khanjia. 

The powada is a powerful form within 
folk culture and has been used to inspire 
courage and to sing the praises of the 
brave: Its origins can be traced to the 17th 
ernmry. Shahirs. the creators of powada, 
have made major contributions to 
Marathi literature. The form arose during 
the Feshwa period. It has been utilvcd in 
mobilisation efforts to spread social 
movements; examples are the Goa Libera¬ 
tion Movement (1955) and the Samyukta 
Maharashtra Movement (t95b-b2). The 
harmonium, tuntunc; tal, dholki, kadi are 
some of the instruments used during the 
singing of the powada. 

The lavani is a popular form in rural 
Maharashtra conveying romantic senti¬ 
ments. It has made imoads into films and 
theatres. Ihmasha, the popular theatre in 
Maharashtra, is the major context for this 
musical expression. 


Notes 

(An earlier version of this article was ptesenied 
at the Seminar on ‘The Use of Folk Media 
Forms in Total Literacy Campaigns’, oiganis- 
ed by the National Institute of Adult ^tica- 
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tk>n aiMi ihe Nehru MemorW Muteum and 
Library; New DdM, January 29-29,1993.1 am 
graieful to R P Mammen, P Nanat and 
V Kulkami for assistance in the Tield and to Ihe 
latter two for their comments on the folk 
forms.) 

I The National Literacy Mission (NLM) was 
launched on May S, 1988 in response to the 
massive problem of illiteracy in the country. 

By December 1992, it was reported that 178 
literacy campaigns had been sanctioned in 
parts of or in entire districts within the coun¬ 
try. Projeas m 33 distrias had been approved 
for post-literacy and continuing education. 

It was estimated that the literacy campaigns 
had coveted 60 million adult learners with 
about 6 million voluntary instructors involv¬ 
ed in these campaigns. It is proposed to bring 
330 districts under literacy campaigns by the 
end of the Eighth Plan (Literacy Mission, 
December 1992). The campaign approach 
might be briefly described as a concerted at¬ 
tempt involving various social resources with 
a high degree of voluntary commitment for 
the eradication of‘illiteracy in a dcAned 
region and a limited period of time. 

2 One has been involved with the evaluation 
of some of Ihe literacy campaigns in 
Maharashtra. Field visits have been made to 
Sindhudurg and Wardha districts during the 
last phase of these literacy campaigns, dur¬ 
ing the months of June-S^tember 1991 and 
December 1991-March 1992, respectively. 
One has also had the opportunity to visit the 
Ratnagiri campaign for brief spells during 
the period March-May 1992 and again in 
February 1993. More recently, during the 
month of November 1992 one made an ex¬ 
tended Held trip to Latur and Nanded 
districts during their mobilisation and 
teaching-learning phases, followed by a visit 
in March 1993. The paper draws primarily 
on observations and discussions during the 
last Field trips. 

3 It needs to be recognised that whereas literacy 
and orality are two aspects of linguistic 
performance—expressions of linguistic 
competence—they are grounded in distinct 
cultural comexts. For a discussion of the 
cognitive, linguistic and eapiessive implica¬ 
tions of this cultural divide see P P Sah 
(1980), B B Mohamy (1990). The transition 
from orality to literacy for the adult learner 
is a traumatic experience. The process is 
made even mote arduous by the fact that ac¬ 
cess to the symbolic system within literacy 
does not necessarily mean trie acquisition of 
greater economic entitlements that have been 
historically legitimised around literacy. 

4 The concept of ‘hegemonies* in contention 
and the conditions for the possibility of alter¬ 
nate hegemonic organisations with their 
‘organic’ imeBectuals is drawn from a reading 
of Antonio Gramsci (1971). For a theoretical 
and methodological discussion of the use of 
Gramscian concepts in the study of a tribal 
movement in Thane district, Maharashtra, 
see D Saldanha (IMS). 

5 One might refer to D Saldanha (1989) for a 
discussion of the educational implications of 
the transformative actions of some non-party 
political groups in Thane district, 
Maharashtra. A comparison of the appro¬ 
aches to literacy of these groups and that of 
the literacy campaigns helps to draw conclu¬ 
sions as regards the wider implications of a 
mass approach to literacy. 

6 While the literacy campaign makes ns entry 


into a district and aopiires a panidpatory 
consensus at various le^ within it in a man¬ 
ner that leaves the initial structures of ine¬ 
quality relatively untouched, it needs to be 
poimed out that the initial inspiration for a 
mass approadi emerged from the volun’ai y, 
non-government experiences of the People's 
Science Movements (PSM' and in particular 
that of the Kerala Sastia Sahitya Parishad 
(KSSP). The All India Jatha of May 1983 in 
connection with the Bhopal tragedy, Ihe 
Jatha of Ociobcr-November 1987 with the 
involvement ot 26 organisations, and that of 
Ociober-Novcmber 1990 covering 304 
districts, have been landmarks on the way 
lowaids creating a national consensus and 
a mass base for literacy. The campaign ap¬ 
proach, at the level of national communica¬ 
tion systems and policy formulation, may 
thus be seen as having a grassroots basis of 
organised social transformation—social ac¬ 
tion that was wider than and inclusive of 
literacy and education. The concept of a 
movement for literacy then acquired a 
legitimacy at the Centre, primarily among ad¬ 
ministrative and academic citcles and to a 
limited degree among the political parties. 
Field experience in Ernakulam, Koltayam 
and the Kerala state served to confirm the 
feasibility of this approach, so that it ac¬ 
quired selective legitimacy in scattered 
districts across the country. However, it needs 
to be reci^nised that the TLC mobilisations 
within districts arc jHimarily initialed by the 
middle class professional elites, directed at 
the cradicaiion of illiteracy and leaving 
■ he structures of oppression initially 
undisturbed. 

7 There are instances where the messages of 
the environment building campaign and in 
the literacy text overtake the slow pace of 
literacy learning. The ‘word’ is translated into 
collective action to transform the political 
economy of contexts, especially where there 
has been some history of organised struggle 
An illustration is Ihe anti-arrack struggles in 
Nelloie and Chittoor districts of Andhra 
Pradesh [see llaiah 1992; Balagopal 1992 and 
Akash 1993). The stale has not hesiuted to 
clamp down when Ihe social transformative 
potential of literacy campaigns or of in¬ 
novative educational programmes is taken to 
its logical conclusion, as for example in 
Kerala after Its literacy phase, Pudukotui in 
Ihmii Nadu, in Pondicherry and the educa¬ 
tional programmes of Eklavya in Madhya 
Pradesh. (Refer to the EPW editorial of 
November 21. 1992 and Krishna Kumar 
1992:2581). 

8 As P C Joshi (1983:2172) points out “plan¬ 
ning for access to culture for the masses in¬ 
volves planning for their access to the fruits 
of material production. Theic is thus an in¬ 
dissoluble bond between economic planning 
and cultural planning’* 
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I Stabilisation with Structural Reforms 

1 Can the Two be Pursued Simultaneously? 

' INIrupam Bajpal 

Developing countries are undertaking structural reforms in the midst of macro-economic instability. While most 
of the discussions on economic reform see growth as more or /«ss an assured product cf appropriate stabilisation 
I and reform policies, this paper argues that simultaneous attempts toward stabilisation and economic liberalisa- 
I lion may lead /leither to macro stability nor to the restoration of sustainable growth. In fact, the objective of 
j stabilisation is in conflict with the objective of re-igniting growth in the economy. 

I Different economies with different institutional relationships and varying lines of causality in their economic 
1 systems require different approaches to stabilisation and structural reform. A case-by-case approach is required 
I with no prior bias in favour of liberalisation. 


1 

Introduction 

The current economic policy changes 
being introduced in India are a part of the 
so-called reform programme. This is the 
stabilisaiion-cum-structural adjustment 
package, funding for which is being pro¬ 
vided by the International Monetary Fund 
(IMF) and the World Bank (WB). lypicaliy 
it began with devaluation of the rupee in 
July 1991 along with measures to reduce 
Ihe country's fiscal deficit, for instance, 
public sector disinvestment, reduction in 
fertiliser subsidies, and removal of export 
subsidies, etc Subsequently, a host of 
structural reform measures have been in¬ 
troduced as pan of this ongoing exercise. 
However, we are not going into Ihe details 
3 f India’s economic reform programme in 
this paper. 

Over the years a broad consensus seems 
to have emerged regarding the applicability 
knd effectiveness of this reform pro¬ 
gramme. The programme, as it was en¬ 
visaged, was supposed to lay primary em¬ 
phasis on stabili-sation in the early stages 
}f the process with fiscal restraint and cur¬ 
rency devaluation taking Ihe leading role. 
Having stabilised the macro-economic en¬ 
vironment, the emphasis was then supposed 
:o shift to structural adjustment encom¬ 
passing various micro-economic and iq- 
ktilutional reforms in order to remove 
inefficiencies and to ensure an adequate 
trowth rate. 

The structural adjustment programme 
ypically requires countries to (a) liberalise 
radc (remove import quotas, cut tariffs, 
uid improve export incentives and insiitu- 
ional support); (b) effect resource 
nobilisation (reform budget ot taxes, 
reform interest rate policy, strengthen 
nanagement of externa) borrowing and 
mprove financial performance by public 
mterpriscs); (c) ensure efficient use of 
esourccs (revise agricultural prices, revise 
ndustry incentive system, revise energy 
prices, reduce or eliminate agricultural 
npul subsidies and dissolve or reduce 
powers of state marketing boards); and (d) 


undertake institutional refonn (strengthen 
capacity to formulate and implement 
public investment programmes, increase 
efficiency of public enterprises and im¬ 
prove support for industry and subsectors) 
[Mosley 1987]. 

Simply put, the Bank and the Fund 
want that prices paid to agricultural pro¬ 
ducers, especially exporters, must be rais¬ 
ed to give them an incentive to produce 
for the market, the financial performance 
of public enterprises must be improved by 
redirecting resources from the creation of 
new capacity to the maintenance of exist¬ 
ing capital or by outright privatisation, 
and trade policy must become more out- 
ward-oriented by the removal of trade and 
exchange controls and by the reduction of 
effective protection against imports. The 
common thread running through this 
package is that the degree of state control 
over the economy must be reduced. 

White controversy continues over cer¬ 
tain specific aspects of this reform pro¬ 
gramme—for instance, over the relative 
importance of trade liberalisation, the 
urgency of financial reforms or the distri¬ 
butional aspects—in its broad contours, 
the programme appears to.be widely ac¬ 
ceptable It clearly represents the prevail¬ 
ing orthodoxy in the adjustment lending 
of the Fund and the Bank. While the 
Fund has since its inception been in the 
business of policy reform, the Bank’s 
Structural Adjustment Loans (SALs) were 
introduced in the early 1980s. Disburse¬ 
ment of funds under SAL programmes is 
always conditional on Ihe elaboration of 
an appropriate set of specific actions that 
the recipient government will take either 
to increase or save foreign exchange 
earnings. 

The plan of this paper is as follows: 
while Section II analyses Ihe support that 
the current adju^ment programmes draw 
from economic theory. Section III argues 
for stabilisation to precede struaural 
reforms. Section IV highlights some of the 
confliaing objectives in such programmes. 
In Section V through VII wt attempt to 
analyse the probable effects of devalua¬ 


tion apd exchange rate policy, trade 
liberalisation and financial liberalisation. 
Concluding remarks are presented in 
Section VIII. 
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Laickiyig Theoretical Support 

While structural adjustment is a 
multifaceted process, the current practice 
at the Bank and the Fund emphasises the 
role of economic liberalisation, or in other 
words what is often termed as ‘market- 
oriented reform*. The case for economic 
liberalisation is based on the argument 
that allocative efficiency can be improved 
by lifting controls in markets for commo¬ 
dities, credit and foreign exchange. The 
removal of price distortions is expected to 
enhance efficiency by calling forth an 
appropriate behavioural response By 
contrast, we argue that this orthodox 
’neoclassical* or ‘monetarist* approach 
with particular emphasis on economic 
liberalisation may not be the right ap¬ 
proach. Removing distortions should 
produce a once-and-for-all gain in the 
efficiency of the economy because of a 
reallocation of resources to the secton 
where they are most productive at world 
prices [Krugman 1989). Such a realloca¬ 
tion can explain only a one-time gain, 
however, not a continuing process of 
growth. Also, it cannot explain why the 
efficiency of resource use within sectors 
should rise 

HJalmarsson (1991) and UNCTAD 
(1991) show how the irrelevance of libera¬ 
lisation to growth can be dissected In 
terms of two distinct notions of ‘allo- 
caiive' and ‘productive^ .efficiency. The lat¬ 
ter is by no means assured by putting the 
former into place; There arw numerous 
other factors which affect productive ef¬ 
ficiency, for example, market and capital 
Slock structures, resource endowments as 
defined by changing tedinology and 
tastes, the size of the economy, access to 
geopolitically determined capital inflows 
and penetrable markets, etc 
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It follows from above, therefore, that 
the increases in GNP can be registered 
while the one-time reallocation of pioduc* 
tive factors lasts and hence it may be in¬ 
correct to presume that liberalisation can 
raise the rate of growth over the medium 
to the long run. However, one comes 
across overwhelming literature favouring 
across-the-board liberalisation to attain 
and more importantly sustain higher kveb 
of economic growth. Unlike what much 
current practice might lead us to believe, 
economic theory is generally silent about 
the effect of liberalisation on the rate of 
growth of an economy. In this regard, it 
is significant to distinguish between (a) an 
increase of, say, 2 per cent in GNP every 
year, and (b) a permanent increase of 2 
per (Tnt in the growth rate of GNP. The 
economic theory underlying the case for 
liberalisation makes a claim only regard¬ 
ing the first scenario. The practical dif¬ 
ference between the two scenarios can be 
observed by noting that an economy with 
an underlying growth rate of 4 per cent 
a year will haw a GNP under scenario (b) 
that is almost one-fifth larger at the end 
of a decade than under scenario (a) iloicas 
1989]. While no one would deny that in¬ 
efficiencies need to be removed, the com¬ 
monly known ones are level effects, but 
not growth effects.' Since there is lack of 
theoretical support to establish the link 
between economic liberalisation and the 
attainment of higher growth (over the 
medium to the long run) the linkages bet¬ 
ween the instruments and thb targets in 
the currently prescribed reform program¬ 
mes seems to be rather weak. 

Ill 

Slabiliaation to Precede 
Structural Reforms 

Although both the Fund and the Bank 
have been emphasisiitg that macro stabili¬ 
ty should be attained before structural 
reform measures are undertaken, in prac¬ 
tice however, both staUlisation and struc¬ 
tural reforms are found to be going on 
simultaneously. Experiences of a number 
of countries with Fund-supported pro¬ 
grammes has shown that attaining macro¬ 
economic stabilisation on monetarist prin¬ 
ciples in the short run is no longer feasi- 
b^ This has been particularly so because 
getting the public sector budget on a sus¬ 
tainable course has proved to be extremely 
difficult. Ihble I provides an idea as to 
how the stabilisation programmes have 
fared. For instance; in sub-Saharan Africa, 
the budget deficit/GDP mtio increased 
from being 6.S per cent before implemen¬ 
ting the programme to 7.S per cent after 
the ptr^ramme. Also, it increased in the 
highly indebted countries from 4.2 per 
cent to 7 per cent. 
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Stabilisation as per the Fund’s approach 
neglects crucial macro-economic factors, 
such as, the linked foreign Change and 
fiscal constraints, financial fragility, and 
the dynamics of the inflation process. 
Current account deficits have been reduc¬ 
ed by introducing deep cuts in domestic 
investment, however, this is neither an 
indicator of macro stability, nor is it a 
recipe. The investment/GDP ratio for sub- 
Saharan Africa fell from 20.6 per cent 
before the programme to 17.1 per cent 
after, and similarly in She highly indebted 
countries it fell from 23.1 per cent to 17.9 
per cent. Implementing structural reforms 
in the backdrop of macro-economic in- 
subility is likely to aggravate the problem 
further and make it more difficult for the 
concerned governments to finance their 
deficits in a non^nflationary manner 
[Bajpai 1992]. 

The conventional benefits of economic 
liberalisation become muted, if not com¬ 
pletely offset, under conditions of macro 
instability characterised by high and 
variable inflation on the one hand, and 
fiscal and balance of paynKnts crises on 
the other. Trade reform, for example, is 
expected to work by reducing the distor¬ 
tions in the structure of relative prices and 
by directing resources to sectors that can 
make the best use of them, however, 
macro-economic instability interferes with 
both. High and variable inflation serves 
to confound price signals by making it dif¬ 
ficult to disentangle relative price changes 
from movements in the price level. Also, 
the slowdown in the domestic activity 
renders structural change more painful by 
exacerbating transitional unemployment. 
From the sustainability point of view, 
trade 'iberalisation may lead to greater 
macro instability. With the removal of im¬ 
port quotas and significant cuts in tariff 
rates, imports would rise considerably at 
a time when stabilisation requires a reduc¬ 
tion in the demand for imports. 

IV 

Conflicting Objectives 

The multiplicity of objectives in the 
structural adjustment programmes have 
frequently led to conflicts among some of 
them. Besides, explicit tade-olTs between 
conflicting objectives and the degree of 
compkmenutrity between the others is not 
made clear [Bajpai 1990]. For instance, 
sopK of the conflicting objectives are; (a) 
trade liberalisation vs reduction in BoP 
dedcit/reduction in budget deficit, (b) 
privatisation vs liberalisation of interest 
rates/increase in tax revenue, (c) decreas¬ 
ing or eliminating subsidies vs improving 
income distribution, (d) devaluation vs 
reduction in inflation and (e) devaluation 
vs output expansion. 


Trade libendisation has been a signifi¬ 
cant part of a number of SAL opera¬ 
tions.^ In such cases the Bank has asked 
for the elimination of quantitative restric¬ 
tions (QRs) and cuts in tariff rates. Hade 
liberalisation is in conflia with the objec¬ 
tive of reducing balance of payments 
deficit and the budget deficit. HuifF reduc¬ 
tions would result in reducing goverrunent 
revenue and simultaneously increasing the 
impon bill. This, in turn, would natural¬ 
ly increase both the balance of payments 
deficit and the budget deficit, hence the 
conflict. Similarly, the objective of 
privatisation is in conflict with the objec¬ 
tives of liberalisation of interest rates and 
increase in tax revenue. The two latter ob¬ 
jectives curb private investment and are 
therefore subject to an inherent conflict. 
Reforms in the interest rate policy can 
reduce the rate of investment, particularly 
in the short run, and similarly an increase 
in tax revenue can be instrumental in 
reducing the funds for investment, thoeby 
defeating the objective of privatisation. 

A frequently sought for policy measures 
in return for finance is the reduction 
or in some cases the elimination of food 
or some agricultural input subsidies. 
However, reducing or eliminating such 
subsidies has a direct beating on the 
prevailing income distribution. The aboli¬ 
tion of food and fertilise: subsidies leads 
to an increase in the prices and hence 
brings down the real isicome. As a conse¬ 
quence of this policy measure; the income 
distribution becomes even worse than 
what it had been in the pre-pro^amme 
period. There may well be production 
limitations to subsidy programmes, unless 
foreign exchange is readily availabk or the 
state intervenes actively to shift the food 
supply curve out by providing inputs to 
agriculture; Food subsidy schemes, on the 
other hand are politically attractive, and 
difficult to dismantle once in place. Fur¬ 
thermore, another problem coming from 
the food markets is their potential effect 
on inflation. With food constituting a 
major proportion of the national con¬ 
sumption basket, agricultural price in¬ 
creases will reduce the real wage and set 
off inflation in non-agricultural products. 

Finally, devaluation of the natkmal cur¬ 
rency seems to be in'conflkt with the ob¬ 
jective of output expansion. Bruno (1979), 
Krugman (1989) and laylor (1978) suggest 
that devaluation in fact is contractionary. 
The former, for example, discusses a 
number of supply side channels through 
which devaluation has a negative impact 
on output. Since most developing coun¬ 
tries have to import capital goods cm a 
large scale and where most domestk firms 
have to rely on banks for their capital re- 
quiremeqts (capital availability being sub¬ 
ject to ratiomng) a sudden devaluation 
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raiiet both Uidr import costs auu the need 
for working capital. In these circum¬ 
stances, however, the entrepreneur has no 
choice but to approach the informal loan 
market. With a steep rise in the demand 
for funds, the rale of interest rises con¬ 
siderably in the informal loan market. 
Hence, higher import costs and capital 
costs force the firms to cut on their pro¬ 
duction. The negative impact from the 
higher cost of imported inputs will weigh 
against the production stimulus from 
higher relative prices for domestically 
traded goods. In the event of some delay 
in realising the positive elTects of devalua¬ 
tion, the negative impact of higher cost 
imports on aggregate supply may domi- 
ruite in the short run. 

V 

Devaluation and Exchange 
Rate Policy 

The Fund-supported adjustment pro 
grammes bear testimony to the fact that 
devaluation is increasingly being used as 
a stabilisation tool. The ‘orthodox’ view 
has maintained that devaluation plays a 
positive and indeed an important role 
in balance of payments stabilisation 
(Dornbusch 1988). This is achieved 
through the expenditure switching effects 
of de^luation and the increased produc¬ 
tion of tradables. However, the role of 
exchange rate policy in economic adjust¬ 
ment has become the subject of con¬ 
siderable debate over the years. For in¬ 
stance, while the Fund/Bank view is that 
devaluation is expansionary and essential 
to maintain a competitive exchange rate, 
the ‘Structuralist* .school is of the opinion 
that it is contractionary, intermediate im- 
pdrt costs go up due to devaluation in the 
short run and consequently final goods 
through mark-ups. Real wages are cut due 
to higher prices and the country’s pur¬ 
chasing power is reduced initially as im¬ 
port payments exceed export earnings. 

The co-ordin.ation of devaluation with 
other policies is also problematic in the 
context of both stabilisation and adjust- 
m«it. For anti-inflatipn purposes, the ex¬ 
change rate may be frozen as a nominal 
anchor. Of course, if inflation continues 
there will be real currency appreciation^ 
and ronsequently imports will rise and ex¬ 
port growth decline thereby upsetting the 
real side of the economy as was the case 
in numerous failed stabilisation attempts 
in Latin America over the past two 
decades. With regard to fiscal policy, if 
devaluation is expansionary then it can 
usefully be combined with austerity since 
the exchange rate change improves the 
trade balance; while fiscal policy helps to 
avoid an inflaiionary excess demand situa¬ 
tion. However, in the event of devaluation 
being contractionary, which is most often 


the case, combining it with fiscal austerity 
may lead to disastrous results. 

Furthermore; devaluation by itself can¬ 
not improve the trade performance. Get¬ 
ting rid of extreme price distortions ap¬ 
pear to be a necessary omdition for (or 
at least correlaied with) greater tradability 
of domestic activities. However, mere 
price incentives are never sufficient for 
improvement in trade performance. A real 
exchange rate with a reasonable and stable 
value is an invaluable stimulant to net ex¬ 
ports. Of courae, it must be supplemented 
with directed trade promotion policies, 
such as, tax drawbacks, export subsidies, 
and cheap credit, etc, as well as state in¬ 
tervention to improve infrastructure and 
the overall economic environment. The 
real exchange rate could be held stable by 
following a crawling peg policy involving 
frequent nominal'mini-devaluations to 
keep the exchange rate in line with the 
domestic price level. 

While devaluation of an overvalued 
currency along with adequate fiscal mana¬ 
gement is important for macro-economic 
stability, under certain circumstances, 
where exchange rates that are too flexible 
can be destabilising. For iistance, when 
non-traded goods are a net source.of 
revenue for the public sector, real devalua¬ 
tions increase the budget deficit, and may 
on the contrary make it more difficult to 
attain macro-economic stability [Rodrik 
1988). Country studies in Ibylor (1988) 
suggest that devaluation often leads to 
stagflation, i c, rising prices and falling 
output, particularly for a year or more 
after having devalued. By contrast, the 
Fund/Bank view that not only is devalua¬ 
tion expansionary, it may not even cause 
inflation if, for instance, ‘lenfs’ on import 
quotas make up a substantial share of in¬ 
come The underlying argument being 
that raising import prices will just wipe 
out rents. 

There exists a strong case for devalua¬ 
tion if the exchange rate is seriously over¬ 
valued. This is simply because it is ex¬ 


tremely difricuh to run an open eoanony 
if the eiKhange rate is badly out of line 
While; if the real rate is appraximately 
correct then a case can be made against 
devaluation mote rapid than the current 
inflation rate because of the possible 
stagflationary'effects. Lastly, the Fund 
seems to be convinced that ^ the time 
countries initiate a subilisation pro¬ 
gramme there is overvaluatbn of ex¬ 
change rates, and that currency devalua¬ 
tion is the first medicine to be prescribed. 
Contrary to this view, Hiylor (1988) is of 
the view that exchange rate is not aiw^ 
out of line at the beginning of a stabilisa¬ 
tion programme, and that a sudden 
devaluation might only aggravate the ex¬ 
isting problem of macro instability in the 
economy. 

VI 

TVade Liberaliaatioti 

TVade policy reform is perhaps one of 
the most crucial components of the cur¬ 
rently pursued adjustment strategy. It is 
argued that developing countries need to 
move away from a distorted trade policy 
regime towards a more neutral one. As 
part of the move toward a more liberal 
regime, a standard sequence of policies is 
recommended: first, there should be 
macro stability, thereafter, quotas should 
be converted into tariffs, and then the 
tariff schedule should be simplilkd to two 
or three rates in the 10-30 per cent range, 
sufficient to provide some protection and 
generate revenue 

The underlying argument for a liberal 
trade regime is that efficiency gains would 
be higher in such a regime; however, from 
the sustainability point of view, trade 
liberalisation may lead to gmter macro 
instability. With the removal of import 
quotas and significant cuts in tariff rates, 
imports would rise considerably at a time 
when stabilisation requires a reduction in 
demand for imports. As mentioned in 
S^tion IV. the objective of trade liboali- 


Tabi t: Mac ro-I-lonomic iNmcATORs in 30 Countries with Aoiustment Programmes 



Low 

Income 

Middle 

Income 

Sub- 

Saharan 

Highly 

Indebted 

Countries 

Manufactur¬ 
ing Exporters 

Budget deficii/GDP 

Before 

7.6 

6.0 

65 

4.2 

4.4 

.After 

7.6 

5.7 

7.5 

7.0 

3.4 

Current account/GDP 

Before 

-9.0 

- 1.1 

- 9.4 

-6.9 

-5.0 

After 

-7.0 

-4.5 

-6.5 

-3.7 

-2.6 

investmeni/GOP 

Before 

19.2 

24.7 

20.6 

23.1 

25.0 

After 

18.1 

19.2 

17.1. 

17.9 

22.0 


Note : ‘Befonf and ‘Afier' lefer to the three-year periods preceding and following ihe first World 
Baak adiusimeni loan received by the countries in question. 

Sourre: World Bank Report on Adjustment Lending, 1988. 

Refer to the original source for details of country groupings. 
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Mtkm is in conflict with the objective of 
leducing bilance of payments deficit. 
Although this conflict can be resolved by 
the exchange rate policy, it will only be at 
the risk of complicating the task of 
macro-economic management by increas¬ 
ing the number of objectives the exchange 
rate is called to fulFtl. 

Several authors including Dornbusch 
(1989), Krugman (1989) and Rodrik (1989) 
suggest that on account of both over¬ 
borrowing and under-investment trade 
reforms lackiiig credibility may prove dif¬ 
ficult to sustain. In such a scenario, the 
existing macro instability will come under 
further stress and in addition may even 
force the government (even those commit¬ 
ted to economic reform) to abort the 
reform process. Also, the consequent 
delay in economic restructuring may block 
the emergence of new political alliances 
in favour of reform. Consequently, a stage 
is set* for a potential multiplicity of 
equilibria. In one, the economy is stuck 
in a bad equilibrium with low imestment 
and a high probability of reform collapse 
while in the other the outcome is more 
favourable. Depending on imponderables, 
however, the economy can end up in either 
one of the tm>, implying thereby that there 
may be a large degiee'of iitdeterminacy 
with respect to the success of reform. 

Since the effect of import GberaUsation 
on export performance can be weak and 
more importantly quite delayed the trade 
balance may be found to be worsening at 
a fast pace. By contrast, successful ex¬ 
perience of South Korea and more recent¬ 
ly lUrkey have shown that policies focus¬ 
ing directly on exports, such as, import 
quotas and export subsidies may be a bet¬ 
ter alternative than traOe liberalisation and 
currency devaluation. Of course, both 
South Korea and Ibrkey have liberalised 
their imports, but only after their exports 
had risen sufndcntly. Also, Colombia and 
Kenya have proved to be successful ex¬ 
porters following similar policies. 

Reform of incentives for production of 
exports and imports competing goods has 
b^ a agnfficant feature of almost all tlie 
adjustment programmes of the Bank. On 
the export front, emphasis has, in addi¬ 
tion to exchange rate policy, been placed 
on mainly two areas. These are: provision 
of rinant^ incentives throu^ tax rebates, 
subsidies on inqwrted inputs to offset im¬ 
port controls, and preferential access to 
imports and credit. The other area is 
reform of administrative procedures and 
the establishment of better institutional 
support for exporters. While on the im¬ 
port substitutron skle, protection has been 
reduced to oicourage efBckncy aitd better 
exploitation of comparative advantage. 

As mentioned in Section IV, the objec¬ 
tive of liberalising the trade regime is in 
conflict with the objective of reducing the 
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budget deficit. When trade reform is 
undertaken, it is important to keep an e^ 
on the underlying fiscal crisis. Farhadian- 
Lorie and Katz (1988) argue that trade 
taxes constitute a large chunk of govern¬ 
ment revenue in developing countries, 
there is need to tread very carefully as far 
as cutting tariffs is concerned. In Mexico, 
for example, the trade reform reduced by 
half the share of trade taxes in the total 
government revenue and magnifted the re¬ 
quisite fiscal relrenchment. Moreover, in 
Thailand and Morocco, tariff reductions 
were ultimately reversed, to a large extent, 
for budgetary reasons. Briefly put, the 
standard rules of a trade reform pro¬ 
gramme tend to neglect certain crucial 
aspects about the underlying economy. 
Typically, tariffs are ignor^ as an impor¬ 
tant source of revenue for the government 
and also the fact that there may be other 
domestic taxes in the system Finally, the 
reform programme also ignores that im¬ 
ports and domestically produced goods in 
the same sector may not be perfect 
substitutes. 

VII 

Financial Liberalisation 

Liberalisation of the financiai sector is 
also one of the important components of 
the currently pursued adjustment strategy. 
According to the Fund/Bank view, various 
measures relating to financial liberalisa¬ 
tion need to be undertaken after the 
economy has attained macro stability. 
However, as discussed earlier, since 
stabilisation has proved to be a long- 
drawn process, structural reforms irrespec¬ 
tive of whetlwr in the trade or financial 
sector are being undertaken in the midst 
of macro-economic instability. 

The process of financial liberalisation, 
according to the Bank, comprises of three 
stages. The first stage involves reducing 
directed loan programmes, making adjust¬ 
ments in the interest rate struaure and im¬ 
proving institution-building. The second 
stage includes measures, such as, esta¬ 
blishing a broad range of deposits and 
lending rates, developing institutions and 
financial markets and permitting entry of 
foreign institutions into domestic finan¬ 
cial markets. The third and final stage 
includes fully deregulating interest rates, 
diminating directed loan programmes, 
removing controls on capital movements 
and allowing entry of foreign institutions 
without restraint. 

While sequencing of these measures 
have their own significance, an important 
pre-condition to be met before implemen¬ 
tation is the establishment of an environ¬ 
ment of macro stability. The experience 
of Latin American countries has shown 
that removing interest rate ceilings, 
broadening the asset menu faced the 
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households and liberalising the capital 
account of tht balance of payments have 
been implemented with little regard to 
their consequences fur macro stability and 
sustainability. The case of Uruguay is a 
fine example in this regard. While finan¬ 
cial liberaiisatidn after 1974 created con¬ 
siderable financi!*l deepening it also went 
hand-in-hand with a reduction in private 
savings. Dc Melo and Tybout (1985) sug¬ 
gest that this appears to have been due to 
the consumption binge .stimulated by an 
appreciating real exchange rate. This is a 
case in point to show how the allocative 
effects of price reforms can be easily 
swamped by the consequences of macro 
disequilibrium. 

Financial leforms involve changes in 
relative prices that need to be assessed and 
absorbed. When such reforms take place 
in an environment of general price in¬ 
stability it is indeed difficult to determine 
appropriate interest rates and to interpret 
them after the reform. The experiences of 
failed liberalisation in Argentina, Brazil, 
Colomoia, Mexico and Uruguay suggest 
that without macro stability it is very dif¬ 
ficult to achieve the level of interest rates 
that are well aligned with the real sector’s 
productivity, no matter whether interest 
rates are market determined oi regulated. 

Undertaking financial reforms at a 
premature stage can lead to numerous 
problems. For instance, opening financial 
markets prematurely can result in volatile 
financial flows. Similarly, allowing free 
entry of financial institutions can lead to 
disintermediation of high-cost domestic 
banks. Moreover, undertaking measures 
relating to financiai liberalisation implies 
giving up a large degree of autonomy in 
the domestic monetary and financial 
policy. Removing interest rate ceilings fre¬ 
quently puts the financial sector in a fren¬ 
zy and ultimately causes it to crash, as 
Carlos Diaz aptly summarised the l.atin 
American case, “good-bye finandal 
repression, hello financial crash’—an ex¬ 
perience which has since been repealed in 
other continents. 

Mckiniion (1973 and 1982) and Dorn¬ 
busch (1983 and 1984) have suggested that 
opening the capital account of the balance 
of payments will result in large destabilis¬ 
ing capital flows ia the short-run. If the 
capital account is opened when the dome¬ 
stic capital market is still repressed and in¬ 
terest rates art Hxed at artificially low 
levels, massive capital outflows will take 
place. For this reason, most if not all the 
authors who have discussed this issue have 
indicated that the capital account should 
be opened only after the domestic capital 
market .has been liberalised and domestic 
interest rates have been raised. Further¬ 
more, capital account liberalisation raises 
the cost of financing the deficit as it 
reduces the private sectors’ demand for 
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government liabiiities in addition, when 
the real exchange rale is maintained on a 
downward path for reasons of remaining 
competitive, a premium is built into 
domestic real interest rates relative to 
foreign rates, thereby adsrrscly affecting 
the domestic investment 

Vlll 

('onrluding Ri-markti 

Ihe experiences of different countries 
with similat stabilisation and reform 
programmes have shown a spectrum of 
results when applied in the historically 
diverse cireumstances of the third world 
l^rhaps. It would not be wrong to say that 
the outcomes of this orthodox approach 
have ranged from modeiatdy successful 
to disastrous Broadly, a standard package 
of reform measures (with minor changes 
between one anothei) for different coun 
tries does not appear to be relevant in the 
context of developing countries Perhaps 
different economies with different institu 
lional relationships and varying tines of 
causality m their economic systems re 
quire different approaches to stabilisation 
and structural reform Indeed, a case by 
case approach is warranted with no priot 
bias in favour of economic liberalisation 

While most of the literature on stabili 
satior and structural reform in develop 
ing countnes is of the view that economic 
growth IS more or less an assured product 
of appropriate stabilisation and reform 
policies, there is no guarantee, howevet, 
that sustainable growth can be achieved 
Simultaneous attempts toward stabilisa 
tion and economic liberalisation mi^ lead 
neither >10 macro stability nor to the 
restoration of sustainable growth In fact, 
the'objective of stabilisation is in conflict 
with the objective of reigniting growth in 
Ihe economy Adjustment is necessary, but 
not necessarily a sufficient condition for 
Ihe resumption of growth, because asset 
holders may postpone repatriating flight 
capital, and investors may delay initiating 
projects 

&nce the currently implemented adjust 
ment programmes emphasise the role of 
economic liberalisation, it is important to 
stud) the impact of liberalisation on 
growth Hieoictically, however, there is lit 
tie support behind this strategy A sam 
pie of differing models and views krueger 
(1978), Lai and Rajpaiirana<(i987), Sachs 
(1987), Taylor (1^8), Grossman and 
Helpman (1988) and Rodnk (1989) sug 
gest arguments that can be constructed to 
satisfy both sets of possible prejudices but 
the empirical evidence is not as clear cut 
as It IS sometimes presented Since 
icigniting growth is the main objective o( 
the structural reform programme, and 
economic liberalisation being the mam 
policy tcwl, one is left with a wide gap bet 
ween the policy instruments and taigcts 


The orthodox approach has a number 
of limitations and moreover does not seem 
to be relevant for the wide variety of con 
diiions prevaleni in the developing coun 
tries By contrast, countries have to devise 
their own stiaiegies keeping in mind their 
socio economic set up Since structural 
adjustment is a multiple-objective and 
multiple instruments programme, there 
are conflicting objectives While some of 
these conflicts are transitory, most of 
them arc not On the other hand, some 
of the instruments are called in to fulfil 
a numbei of objectives, for instance, the 
exchange rate policy is one such example 
In such cases, however, the task of macro 
econumte management becomes much 
more complicated Briefly put, Ihe 
currently pursued approach for attaining 
macro-economic stabilisation on monr 
lanst pnnaples in the short run and struc 
tural reform on neoclassical price fixing 
in the long run does not appear to hold 
much ground 

Notes 

[The author is grateful to Pronab Sen and Lance 
Taylor for iheir rommenis ] 

1 The level effects bong the changes that raise 
or lower balanced growth paths without af 
fecting their dope and the growth effects be 
mg changes ui parameters that dter growth 
rates along balanced paths 

2 Hade policy reform m selected developing 
countries, Bofavia Hade reginie is overhauled 
in I9gs, and quamiuitivr restnctioru (QRs) 
are elimmated TVvo basic tanff rates exist, 
10 per cent fdr capiial goods, and 17 per cent 
for others Brazil Major trade reform an 
nounced in March 1990as part of the CoUor 
stabilisation package. Aionost all QRs are to 
be phased out and replaced by tariffs An 
average tanff rate of 20 per oem u sought 
by 1994 iamaica QRs are elumnated and 
tariffs lowered to 2030 per cent for most 
Items ftru All QRs are dimmaied, and the 
tanff system was simplified to include three 
rates <10 per cent. 2S per cent, and SO per 
cent) only In March 1991, the top rate was 
reduced lo 2S per cent Polaiid fxHcign Hade 
1 $ de monopolised AH QRs on impons and 
bcensmg on imports were aboiisbcd by begin 
nmg ot 1990 Tariffs avenge 13 14 per cent 
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Kussia’s Sinking Economy: External 

Dimensions 

Nirmal Kumar CSiandn 

in these notes prepared on the eve of the nferendum in April, the author surveys the data and also views on 
the external economic scetutrio for Russia. 

Foreign trade and balance of payments are taken up in Section I. Illegal transactions and capita! flight from 
Russia are described next. Section III is on mcfias. corruption and the weakness of government regulation of 
the economy. The following section is about who and what have been responsible for the crisis and then, ttfter 
a critkal examination cf the views expressed in the western media, the current debate in Russia on ways out of 
the aids is summarised. The final section of the paper is devoted to the crucial oil sector. 


JUST as no clairvoyant couM foresee the 
manner and speed with which the political 
map of east Europe and the eX'U^R was 
transformed since 1989, no less puzzling 
and unpredictable has been thebronomic 
disintegration in these parts of the world. 

%ltsin was elected president of Russia 
in 1991 with a significant majority at the 
polls, while Ruuia was still part of the 
USSR with Gorbachev as the president. 
Shortly after the abortive coup of August 
1991, the USSR ceased to exist, the Soviet 
Communist fbrty was banned, and Wtan 
took charge of the Russian government. 
Within a few months the plan for quick 
transition from a centralised socialist to a 
market-oriented private capittlist economy 
was elaborated by the Russians with the 
help of the IMF and the World Bank; the 
Harvard professor, Jeffery Sachs, who 
had earlier administered the ‘shock 
thempy* in Poland, became adviser to the 
Russian government. 

New policies implemented since the 
beginning of 1992 have had disastrous 
consequences to this date. Whether or not 
these will turn out to be no more than the 
Schumpeterian ‘gale of creative destruc¬ 
tion* heraldiiv a bright new future; only 
history can tell. By late 1992, WItsin's 
popularity was sagging, many of his 
erstwhile colleagues like vice-president 
Rutskoi and head of parliament, Khasbu- 
latov, turned into political foes, and 
parlianient inlervened on many issues. On 
February 21,1993 the Atl-Rus^ Officers’ 
Assembly met in Moscow, although 
defence minister Grachev had declared it 
illegitimate; the gatluning unanimously 
voted for the latter’s resignation, and 
qualified the Wltrin gove rn ment as an Vk- 
cupation regime* [Zhilin 1993]. In March 
thm was an attempt to have Wtsin im¬ 
peached by parUament; though his op- 
ponenu were in a miuority, it was not 
laige enough. The impasse was ‘resolved’ 
for the time being by both sides agreeing 
to a referendum (Afwil 2 S)<ni Yeltsin, his 
economic reform, and early elections for 
both a new pierident and a new parliamM. 


Realising the plight of Witsin and his 
supporters, the western powers led by the 
US have thrown their full weight behind 
him; Japan, which was earlier demanding 
a return of the Kyril Island teken away by 
the USSR at the end of World >\br II as 
a precondition, was compelled to fall in 
line: The foreign ministers, of the G-7 
countries agreed in April 1993 on an 
unprecedented S43.4 bn aid package for 
Russia, including $4.1 bn as initial sup¬ 
port. SIO.I bn for the full stabilisation pro¬ 
gramme, SI4.2 for structural reform and 
essential imports, and $15 bn in debt 
relief; of the total, $13.1 bn arc expected 
from the IMF, $4.5 bn from the World 
Bank, and $1.8 bn from the US. There is 
a $6 Im component to stabilise the rouble, 
i e, to bring down the Russian inflation 
rate (2.600 per cent in 1992) and arrest the 
fall in the exchange rate (from 70 rb/$ in 
February 1992 to 712 rb/$ in early April 
1993). In 1992 the west had promised $24 
bn in aid,, but only $13 bn were actually 
disbursed due to the non-fulfilment of dif¬ 
ferent conditionalities. For the current 
year, the first tranche will be disbursed 
after the west is convinced that Russia was 
adopting an ‘appit^rriate adjustment’ 
policy (presumably after YHtsin wins the 
referendum of April 25), while the second 
tranche vrill be offered after inflation in 
Russia is toniained’. The G-7 believes that 
the 1992 hyperinflation was triggered off 
by the Central Bank (controlled by 
Wltsin’s adversaries in Russian parlia¬ 
ment) going on Y credit spree*, and hopes 
that after the refoendum Witsin will gain 
control of the Bank (The Economic 
runes. April 16.1993 and April 24.1993). 
The IHD-Wltsin press in Russia is jubilant, 
hoping that vrestern backing will help 
Ifeltsin to win the mandate. 

For the anti-WUsin camp the aid 
package is hardly a blessing. Rutskoi 
thinks that rhe Yeltsin regime is responsi¬ 
ble for the economic mess resulting in 
acute misery for the peofde; a catastrophic 
decline in industrial production and in¬ 
vestment. extremes of ill-gotten wealth ac¬ 


cumulated in a few hands, and a massive 
flight of capital that has impoverished the 
country. Wstem aid to Russia with Yskiin 
at the helm will bleed the country ever 
more. 

The west has made it clear that Yvery^ 
thing would be open if Wltsin were no 
longer in power’. An expert on Russia at 
the Deutsche Bank’s Research Institute; A 
Gummich, has warned: “Domestically, it 
makes him [Ysitsinj look hke the west’s 
president. It could make him more enemies 
than friends” Gummich was sceptical that 
Russia was in a position to make proper 
use of the aid offer (The Economic Tunes, 
April 24. 1993). 

Meanwhile Yeiuin in Russia is cam¬ 
paigning in American style, hiring the sct- 
vices of the British advertising firm, Sait- 
chi and Saatchi, and spending at least 
i(XI-l50 mn rb or $125-190.000 on the cam¬ 
paign (against an average monthly salary 
of $30) contributed by his Russian Inisi- 
ness suppoiters. Nearly as much was raised 
by two American businessmen in Moscow 
' who organised a $l000-a-piate dinner, in 
support of Yeltsin (The Economic Times, 
April 24. 1993). 

in these notes prepared on the eve of 
the referendum, 1 survey the data and also 
views on the external economic scenario 
for Russia. Foreign trade and balance of 
payments are uken up in Section I. Next, 
I describe the illegal transactions and 
capital flight from Russia. Section III is 
on mafias, corruption and the weaknesses 
of government rquiation over the eco¬ 
nomy. The following one is about who 
and what are responsible for the crisis; 
after a critical examination of the views 
expressed in the western media, the cur¬ 
rent debate in Russia on ways out of the 
crisis is summarised. The final seaion is 
devoted to the crucial oil sector. 

I 

How precarious is the external 
economic situation in Russia todi^? Con¬ 
sider first the trends in foreign trade. In 
Ikble I are given the dau for 1980.198S 
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IW8>90 in the traditional valyulnye 
i(foteign exchange) roubles (VR). Export 
leached a peak of 72.7 bn VR in 1983. well 
lidMrve the 1^ level. After 1985 there was ’ 
|a slow deterioration up to 1989, but (hen 
^in 1990 there was a significant 12 per cent 
|fall. Most marked was the contraction in 
the 1990 trade with the CMEA (Council 
for Mutual Economic Assistance) part- 
hen by 16 per cent against 1989, or by 19 
per cent over 1983, owing to the political 
and economic turmoil in east Europe. Ex¬ 
port to the developed capitalist countries 
also fell in 1990 by just 3 per cent against 

1989, and by over 16 per cent against 1984; 
this was the consequence of disruption in 
Soviet suppBes of oil and other raw 
materials. As for the two minor groups, 
^her socialist countries’ and ‘developing 
countries’, Soviet export remained steady 
at 12-13 bn VR durjng 1985-90. Among 
the individual commodities, export of 
crude oil declined sharply from a peak of 
144 mn tons in 1988 to 109 mn tons in 

1990. 

As for import, Ikble I indicates a 53 per 
cent increase in the first half of the 
eighties, followed by a stagnatiem in the 
second half; the same is broadly true for 
import from the CMEA, the west, or the 
dewloping countries. The trade balance 
which was generally positive but small 
up to 1988, turned negative at 3.3 and 9.8 
bn VR respectively in the last two years. 
With the western countries there was a 
consistent and rising deficit (in bn VR) 
from 0.3 in 1985 to 6.6 in 1990. Against 
developing countries, however, the USSR 
mainuined a trade surplus. 

. In view of the bilateral arrangemenu of 
|fae USSR vis-O'Vis the CMEA, the other 
aodalist countries and many developing 
countries, the exact balance of payments 
tdeture is unclear. However, the Soviet 
trade surplus with the developing coun¬ 
tries could not have been utilised to 
finance the deficit with the CMEA or the 
west: the surplus sug^ts that the USSR 
continued to provide machinery and/or 
arms to the third world on credit till 1990. 
Of course, the trade deficits with the 
west had to be financed by hard currency 
boiTOwings. 

What was the hard currency or dollar 
equivalem of the trade flows? In 1989, the 
Swiel officiai exchange rate was 0.62 
rli/S. Can the trade Dows in liible 1 be 
converted into dollars at that rate? 

For the first time, to my knowledge, the 
Goskomstat (State Statistical Commis- 
' sion) published in 1992 the Soviet balance 
of payments for 1990 as well as 1991 as 
shown in Ikble 2. Here the etchanges are 
i^own separately for three currency areas, 
namely, those with convertible currency, 
the CMEA with 'transferable rouble’, ai^ 


those coming under barter or ’clearing' 
arrangements. If one assumes that trade 
with the west was exclusively in hard cur¬ 
rency, and did not involve any barter, one 
can work out from Ihbles I and 2 that the 
conversion mte of the dollar in 1990 was 
0.62 VR for ex(x>rt. but much higher at 
0.78 VR for import. But the assumption 
IS not valid, since a part of the Soviet trade 
with the west was actually in the form of 
barter. For the CMEA the corresponding 
rates in VR/S were 0.30 for export and 
0.46 fat impart. However, the rates for ag¬ 
gregate export and import were identical 
at 0.59 VRyS, that is, jurt 5 per cent below 
the ‘officiar rate. Thus it is not possible 
to recast the data for earlier years in the 
format used in Ikble 2. But this does not 
affect the trends noted above for each 
group of countries in Ihble 1 . 

A study by Grabisch of the reputed 
Vienna Institute for Comparative Eco¬ 
nomic Studies put the value (in VR bn) 
of Soviet export and import at 36.6 and 
41.0 respectively in 1990, and 44.7 

respectively in 1991. Moreover, it was sug- 
^sted that for the Brst quarter of 1991 


the export vaiue br9bB VR conhi faecoii-' 
verted at the then ’commercial’ exchange 
rate of 1.677 VR/$ to arrive at the US 
dollar magnitude of 5.4 bn (Grabisch et 
al 1992: 83-87]. If our Ikbles 1 and 2 are 
to be trusted, Grabisch was misled by his 
sources on two counts. The trade turiKwer 
was much larger than what Grabisch 
depicted; and the ‘commercial’ rate was 
not applied to Soviet ofRcial statistics on 
trade flows, either for 1990 or for 1991. 

1 do not know what role, if any, the com¬ 
mercial rate played. 

Moving to Ihbie 2, there was a preci¬ 
pitous fall in Soviet foreign trade in 
1990-91 by one-third in oqxxrt. and 44 per 
cent in import. Most drastic was the fall 
in trade with the CMEA partners; export 
crashed to less than one-half, and import 
to almost a third. The turnover in hard 
currency fell by 13 per cent, and in barter 
trade by 19 per cent. 

When one comes to Russia (Ihble 3). 
the figures are alarming. In 1990-91 total 
trade shrank by two-nflths: with the 
CMEA by three-fifths, in hard currenQr 
by II per cent, and in barter by 21 per 


Export 
, 1980 
1983 

1988 

1989 
I9W 
Import 
1980 
1983 

1988 

1989 

1990 

Thtde balance 

1980 

1983 

1988 

1989 

1990 


Table I: Foreign Trade of The USSR. 1980-90 
__ (I" MHons qf vmlyutnye rvublesj 

Tbul CMEA Other Developed Developing 
Socialist CRpiialitt Coumrics 
Countries Countries 


49.6 

72.7 

67.1 

68.8 

60.9 

44.3 

69.5 

63.0 

72.t 

70.7 

5.1 

3.2 

2.1 

-3.3 

-9.8 


19.5 

32.5 

31.8 

31.3 

26.3 

17.1 

30.3 

32.8 

33.4 

31.4 

2.4 

2.2 

- 1.0 

- 2,1 

- 5.1 


2.6 

4.3 

3.8 

4.3 

4.1 

2.2 

4.6 

3.6 
4.1 
4.S 

0.4 

-0.3 

0.2 

0.2 

-0.4 


2a7 

26.3 
21.9 

23.1 
22l0 

20.1 

268 

23.3 
27.6 
28.1 

0.6 

-0.S 

-1.4 

-A3 

- 6.1 


6.8 

U 

9.6 
10.1 

8 J 

3.1 

7.7 

5.3 
7.0 

6.7 

1.7 
1.9 

4.3 
3.1 
IJ 


Source: Goskomstat (1991), p 279. 


Tabi e A: List or AirERNATivr Estimates of Capital Flight 


Size and Reference Period 


Source 


Publication 


$25 bn, stock in early 1993 
$10 tm each in 1991 and 1992 
$10-20 bn in 1992 
$17 bn in 1992 

$24-50 bn. Slock in early 1993 
$20 bn/ypar. raw mat only 


$86 bn*. stock in early 1993 


‘Russians* 

'Aulborilativc' 

'World Bank* 
Vkc-Piesideni Ruiskoi 
‘Virious' 

‘Experts' cited by 
Y Ivaniiov, Russian 
partiamentarian 
'Western sceptics'* 


bhmttreek. I5.Z93 
NtemtwMc, ISJLM 
The SiMBwm 13.4.93 
The SutesmoH, I3.A93 
NTI. 1993/9 
FBN. l9J.n 


The Surtetmm, 18.4.93 


• ‘More than double the proposed G-7 aid of $43 bn! 
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cent. Import fell much more sharidy than 
export, and consequently Russia had a 
sizeable trade surplus of S9.1 bn, including 
S4.8 bn each in hard currency and in 
barter trade, counter-balanced ^ a small 
deficit with the CMEA. 

During the first nine months of 1992, 
as shown in Ihble 4. the crisis in Russia 
deepened. The export values, as noted 
therein and explained below, need correc¬ 
tion; if the corrected Hgure is annualised, 
the total for 1992 comes to S32.7 bn which 
is just a little higher than the actual $31.7 
bn cited by vice-president Rutskoi (The 
Statesman,, ^sril 13,1993), implying a 42 
per cent fall against 1991. Annualised im¬ 
port fell by 2S per cent only. During 1992 
trade with the CMEA countries came 
down to a tridcle as all transactions were 
in hard currency. Barter trade also suf¬ 
fered heavily, the turnover declining by 37 
per cent; trade with India, it is well 
known, came to a virtual standstill during 
the whole of last year. Even gold exports 
in 1992 could not be maintained at the 
previous year’s level. 

Provisional data obtained unofficially 
from the Goskomstat and published in the 
hvestiya (March 31, 1993) belie the earlier 
forecast of the Economics Ministry that 
the downsiidc will be gentler in 1993 than 
in 1992. Trade results for the first quarter 
of 1993 against the same period of 1992 
showed that export fell by 19 per cent and 
import by a staggering 58 per cent. 

If one compares Russia’s 1992 trade 
with that in 19%, the gravity of the situa¬ 
tion comes out more clearly. Export, 
assuming Rutskoi to be correct, fell by 
over 60 per cent, and the same was true 
for annualised import. By contrast, trade 
in hard currency fell by only one-quarter, 
and that in barter by one-half. The loss 
in CMEA trade was more sewre. Assuming 
that the trend for Russia paralleled that 
of the USSR during 1980-%, overall dec¬ 
line since the mid-80s was bigger still. For 
any country, however self-sufficient it 
might be, such a big drop in export and 
import over a few years would be a severe 
blow. 

Here one must enter a caveat. As noted 
underneath Ihble 4, Russia’s trade with 
the ‘near abroad’ arc excluded. It is a fact 
that large volumes of import into and 
export from Russia were routed through 
these countries. Hence the Effective size* 
of foreign trade in terms of domestic 
employment or output in the Russian ex¬ 
port sector, or the availability of imported 
goods, was not as bad as the trade Hguies 
suggest. Most of the flows through the 
'near abroad’ were, however, a dead loss 
for the Russian balance of payments 
and/or the stale budget. 


Of the merchandise trade in Ihble 4, ex¬ 
port on ’barter* and 'cleating ariange- 
menu’ accounted for $8.1 bn, or 29 per 
cent of the total; the corresponding Tiguies 
for import are $5.2 bn and 20 per cent. 
The barter trade leaves enormous scope 
for manipulation; under-invoicing of 
export (estimated by Goskomstar) and 
manipulation of the volume of foreign- 
credit-financed natural gas export (esti¬ 
mated by MOFER) led to an exchange 
loss of $2.9 bn and $1.2 bn respectively. 
As a proportion of the total under barter, 
the loss is over SO per cent, which is ex¬ 
traordinary by any yardstick. After these 
corrections, the balance of merchandise 
trade shows a deficit of $ 2.2 bn against 
a nominal surplus of $1.9 bn. Although 
MOFER believes that the extent of baiter 
is higher at 40 per cent, including that 


camouflaged under export-import deals, 
it has not indicated the magnitude of the 
additional loss of foreign exchange for 
Russia. 

The item, 'services’, includes cost of 
freight and insurance for merchandise 
trade, maintenance of embassies, con- 
tiibution to interiMtional agencies, etc 
Due to the absence of data, the hard cur¬ 
rency component of the total it not 
known. Furtha, the item covers the opera¬ 
tions of the Aeroflot and the Ministry of 
Shipping, a part of which takes place 
under 'clearing arrangementt’; the loss 
of exchange, if any, on this score it 
not known. 

How did the external debt situation 
evolve? Here I shall pass over the non¬ 
trade transactions of the USSR with the 
CMEA which are briefly described in 


Table 2: USSR’s Balance of Payments, 1990 and 1991 

(SbiUkm) 



1990 



1991 


Credit 

Debit 

Net 

Credit 

Debit 

Net 

(A) Current a/c: 

(1) Merchandise trade: total 103.8 

120,7 

-16.9 

70.2 

68.2 

2.0 

HC 35.5 

36.1 

- 1.6 

31.8 

30.7 

1.1 

CMEA S2.2 

67.9 

-15.7 

23.1 

23.9 

-0.8 

Clearing 18.1 

17.7 

0.4 

15.3 

13.6 

1.7 

(2) Gold shipment*; HC 2.7 


2.7 



321 

(3) Invisibles: total 


- 7.2 

.. 


-7.7 

HC 


- 6.2 



-6.7 

CMEA 


- 1.0 



-1.0 

(a) Interest twyments/ 

leceiptv HC 0.7 

4.7 

- 4.0 

0.5 

*2 

-3.7 

(4) llansfer receipt or free 
aid: HC 



1.9 


nil 

(5) Current a/c balance; total 

.. 

-21.4 



0.1 

HC 


- 5.1 



0.1 

CMEA .. 


16.7 



-1.8 

Clearing .. 

.. 

0.4 

.. 

.. 

1.7 

(B> Capiul a/c; HC only 
(6) Capital balance 


2.3 



3.5 

(a) Credits obtained 


10.9 



12.0 

(b) Repaid principal on 
loans 


- 8.2 



-8.2 

(c) Others 

.. 

0.5 

.. 


0.3 

(d) Erron and Omissions 


- 0.9 

.. 


-0.7 

(C) Tbtal balance (4)+(5): HC 
only 

• 

- 2.8 

.. 


-3.6 

Financed by changes*’ in: 

(7) Foreign assets 


1.7 



3.1 

(a) VEB’s reserves 

.. 

- 8.4 

.. 


-2,5 

(b) VEB’s short-term loans 

.. 

10.4 



4.5 

(c) Other banks* loans 


.. 

.. 


1.0 

(8) Overdue payments 

.. 

- 4.5 

.. 

« 

OJ 

(9) Cariyovet of debt payments 

■■ 


•• 

•• 

-0.3 


a: excludes ’swap’, i e, sale with an (Migaiion to buy back within a period, b: fan<+), riM (-) 
HC: in haid currency; CMEA: rouble trade with CMEA countries; VEB: Vneshekonombank 


Notes : (1) With the CMEA countries, the current a/c deficit of 16.7 and duect inveamcH outflow 
of 0.7, were financed 1^ the VEB’t short-term borrowing of 17.4 in 19% the eor- 
responding figures were 1.8, 0.3 and 2.1 iA 1991. 

(2) The clearing trade surpluses of 0.4 in 1990, and 1.7 in 1991 were deemed as short¬ 
term credits from the VEB. 

(3) Row (4) above appeared in the source puMicaiion as part of the ‘capiud bdaned. 

Sourer. Fbm'gn Trade, 1992/2, p 40; prepared by Goskomsut, with corrections by the Minisiry 

of Foreign Economic Relations (MOreR). 
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Hble 2 , and ooncentnite on those in hard 
currency. In 1990 the Soviet current ac¬ 
count deficit of SS.l bn was predominant¬ 
ly due to interest payments to the tune of 
S4.7 bn; not all of it was actually paid. 
On capital account the Soviets should 
have repaid $ 8.2 bn as principal on earlier 
loans. Against a totei of $12.9 bn of debt¬ 
servicing. the amount overdue (item 8 ) 
was $4.3 bn. and foreign assets fell by $1.7 
bn; it appears that the balance of $6.7 bn 
was paid out of the new credits of $10.9 
bn obtained during the year. Thus the 
USSR was well into the external debt 
trap by 1990. borrowing largely to service 
the debts. 

The situation was at first sight much 
better in 1991 when the current account 
deficit, including interest obligations of 
$4.2 bn. was only $1.8 bn. The USSR was 
again due to paqr back $ 8.2 bn on amor¬ 
tisation so that debt services amounted to 
$12.4 bn; overdue payments and the 
amounts carried over (items 8 and 9) ac¬ 
tually declined by $500 mn, and foreign 
assets fell by $3.1 bn. while new loans 
amounted to $12.0 bn. Once again new 
debts helped to pay off the old ones. 

The authors of Tkble 2 also published 
a comparable one pertaining to Russia 
alone, allotting to her 61 per cent of the 
USSR’s external liabilities and assets; this 
was in accordance with the initial agree¬ 
ment struck between the newly sovereign 
stales belonging to the ex-USSR. However, 
at the insistent of western powers most 
worried about the safety of their loans, 
Russia as the successor state assumed, 
with the concurrence of others concerned, 
full charge of Soviet debts and credits. 
Hence Ihble 3 shows the trade flows only. 
What has been said above on the USSR's 
debt-related transactions applies to 
Russia. 

During the first nine months of 1992, 
Russia should have repaid western credi¬ 
tors $7.44 bn on the principal, and $2.7 
bn by wi^ of interest; the actual sums paid 
were over $1.0 bn and $391 mn respective¬ 
ly. Of the unpaid principal, $3.2 bn was 
offidally rescheduled, and another $3.2 
bn became 'oveidutf. llw non-pi^ent of 
the scheduled amounts on principal and 
interest should have augmented Russia's 
debts by about $8.7 bn. 

On the credits extended by the USSR, 
Russia was due to receive as much as $12 
Im as debt-service; actually she got only 
$ 1.2 bn or 10 per cent, mainly from 
developing countries. Most of the Soviet 
credits, it is widely thought, are unlikely 
to be repaid (Crabisch-et al 1992: p 83]. 

Russia obtained from the west, accor¬ 
ding to Vneshekonombank (Foreign Dade 
Bank), fierii credit of $R9 bn up to 
September 1992; of these, 84 per cent was 


198 


of medium to long duration, including 
$1.3 bn of grain loan from the US. An 
unspedfied part of the western credit went 
to other stales of the ex-USSR; it is 
reckoned with in the 'errors and omis¬ 
sions' of IkMe 4, and should not affect 
the overall picture depicted therein. 

With the abolition of the state monopo¬ 
ly over foreign trade and foreign exchange 
holding, the central bank dbposes of only 
a small part of the reserve; the govern¬ 
ment. namely the ministry of finance, has 
none at all. The rest of Russian assets 
abroad is with individual enterprises, 
including authorised commercial banks, 
which use them to meet their current and 
long-term goals. The short deposits held 
abroad by the latter increased from $ 2 .S 
bn on January I, 1992 to $6.3 bn on Oc- 
tob«' I, 1992, i e, by $3.8 bn. 

Finally, the item, ‘Niors and omissions’ 
in Dible 4, includes apart from the usual 
sutistical discrepancy and the utilisation 
of fresh western credits by non-Russian 
members of the ex-USSR, also capital 
flight from Russia due to the retention 
abroad of part of the earnings by the ex¬ 
porters. it is worth noting that in 1990-91 
errors and omissions, averaged $ 0.8 bn for 
the USSR (Dible 2). or barely one-fifth of 
Russia’s $4.2 bn in January-September 
1992; most of the difference can only be 
attributed to capital flight. 

One may now look at the size and trend 
in Russia’s external debts. Crabisch et id 
(1992: 85) estimated the end-1991 Soviet 
debt at $81.4 bn. The central bank chief, 
Gerashchenko also cited a figure of $% 
bn for ‘old’, presumably prc-1992, debts 
{Argumenty ifakty 1993/8). If my reading 
is correct, considering changes in ‘pay¬ 
ments overdue’ as well as new loans, the 
incremental debt (in $ bn) stood at 13.4 
in 1990 and 11.4 in 1991. luring the first 
nine months of 1992, payments overdue 
shot up to $8.7 bn, and new loans 
amounted to $8.9 bn; it is not clear how 
much of the new loan was as.signed to 
other CIS members, or whether Russia 
will shoulder the responsibility to repay. 


recovering somehow the dues from the 
latter. Overall, Russian debt at end- 
September 1992 ought to exceed SK bn. 
It would then appear that between end- 
1989 and end-September 1992, Russia’s 
debt position worsened by about $40 bri 

II 

The balance of payments data just 
presented tells only a part of the story. 
Since there is no adequate record of the 
flow of goods between Russia and the 
‘near abroad’, vast quantities of Russian 
goods have been transhipped through 
these porous borders into hard currency 
areas just as a lot of imports (including 
the traditional items from India) entered 
Russia in this maimer; these transactions 
do not find a place in Ihbles 2 and 4 
above. Moreover, as the items, 'corrections 
to export’ and ‘errors and omissions’, in 
Ihble 4 indicate, the recorded transactions 
often involved a breach of the rules; it is 
a matter of guess whether these adjust¬ 
ments were adequate Some addition^ in¬ 
formation merit attention. 

(1) Late in 1992 a Russian official report 
showed concern about the ‘uncontrolled 
sun>]y’ from Russia, of light non-ferrous 
metals, wood, petrol, etc through smug¬ 
gling valued at several billion dollars. 
Then there was gross undervaluation in 
export of ferrous metals by‘50 per cent; 
for caviar the authorities were aware of 
the ruling world price per kg of $ 120 - 200 , 
but allowed oeport at a throw-away price 
of $33 [Anon 1992]. 

(2) According to two MOFER officials 
[Sarafanov and Lirov 1992], the export 
prices declared were often 3-10 times 
below the international prices, while those 
for imports were jacked up by 10-15 per 
cent, (^rude ml was at times exported at 
a ridiculously low $3-S/ton. Moreover, 
documents were faked to claim exports 
earnings of $l.S-2.0 bn. 

(3) There are just a couple of dozen 
stale officials to monitor exports, who 
‘could not avert the avalanche-like export 


Table 3: Russia's Foblion Trade, 1990 and 1991 

(S billion} 




1990 



1991 


Credit 

Debit 

Net 

Credit 

Debit 

Net 

(1) Merchandise trade: total 

80.9 

82-9 

-2.0 

54.7 

45.6 

9.1 

HC 

26.1 

24.1 

2.0 

24.8 

20.0 

4.8 

CMEA 

40.7 

46.3 

-5.6 

17.0 

17.5 

-0.5 

Clearing 

14.1 

12.5 

1.6 

12.9 

8.1 

4.8 

(2) Gold shipment*: HC 

1.8 


1.8 

2.5 


2.5 


a: See1kbie2. 


Note : Russia’s shares in the Soviet louls were assumed to be: in exports 78 per cent in both 
years, in import 68 per cent in 1990 and 67 per cent in 1991, and in gold production 
67 per cent in both years. 

Souitr. Fbmgn Trade. 1992/2, p 41. 
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of strat^k maierials, mainly non-fenous 
metals and rare-earth elements via the 
“near abroad” to the West and the East! 
There was no specific law to bar it. The 
customs officials were at a loss. Punish¬ 
ment was symbolic, and not a deterrent 
(Orlov 1993J. 

(4) The Russian customs officials are 
quite raalleaUe: A nightclub owner in 
Moscow had a consignment of imported 
alcohol classified as ‘humanitarian aid’ 
(Newsweek. February 15, 1993). 

(5) According to western sources cited 
by Skirbinskaya (1993), the CIS countries 
issued licences for the export of a 7,35,000 
tons of aluminium in 1992. another 
1,50,000 tons wvre shipped out by joint 
ventures, and illegal export was as high as 
4,00,(X)0 tons; according to another busi¬ 
nessman, the West obtained 6,00,000 tons 
against funds supplied to extract the raw 
materials. 

(6) The outflow of non-ferrous metals 
through Estonia has assumed such gigan¬ 
tic proportions that the country (lacking 
any of these resources) suddenly emerged 
as the world’s 6th largest exporter in that 
product gtoupi. Out of someti0,000 Russian 
soldiers stationed in the Baltic states, 
many had set up private companies to 
siphon off to foreign countries vast quan¬ 
tities of meuds stolen from the military 
bases (Newsweek, October 5, 1992; 
Economist, December 7, 1992). 

(7) In an interview with the Nezavmmaya 
gazeta (April 10, 1993), the Russian 
minister of security, V P Barannikov, in¬ 
formed that ofTicia) investigations showed 
illegal exports of 2 mn tons of oil, and tens 
of thousand tons of metals. There were 
about 300 criminal deals. In a special 
operation the authorities cancelled on a 
massive scale licences to export minerals, 
strategic raw materials and defence tech¬ 
nologies; they also prevented visiu abroad 
of innumerable scientists who had an ac¬ 
cess to (defence-related) secrets. 

(8) In a bid to tighten control over the 
export of critical raw materials, the 
number of authorised exporters was 
recently slashed from 2,500 to 186, ex¬ 
cluding the joint ventures (FBN, March 
19, 1993). 

The illegal or semi-legal exports ob¬ 
viously led in the first instance to capital 
flight from Russia. Under the existing 
rules, capital flight could and did take 
place in a perfectly legal manner as well. 
In general, exporters were required to sur¬ 
render no more than 50 per cent of their 
export earnings to Russian authorities, 
ke^ng the rest for their own use, usually 
in foreign banks, for any length of time 
It is, however, doubtful that the latter 
necessarily led to capital flight; for, a good 
part should have come back in the form 


of import, legal, semi-legal or illegal, to 
reap higher profits from the sale of such 
goods in the Russian market; the same 
should hold for ilt^al export earnings. It 
seems to me that in the Russian context, 
the term, ‘capital flight’, refers to any 
foreign exchange earnings not repatriated 
back into the country through the official 
channel. 

Given the inhererit difficulties in measu¬ 
ring capiul flight, I list below the alter¬ 
native estimates. The last one is given by 
some western sceptics of the proposed G-7 
aid to Russia, who “fear that the money 
will go down the drain; there are also 
reports that laige sums of money, more 
than double the size of the G-7 aid 
package, )iave been flown to bank ac¬ 
counts in Switzerland and elsewhere from 
the ’broad grey areas of capitalism and 
economic crime in Russia”’ (The 
Statesman, April 18, 1993). It still seems 
to me rather implausibly high, considering 
the earlier volume of Soviet trade, and the 
disruption in the Russian economy since 
1991. My feeling is that though capital 
flight was far higher than before in 1992 
when the policy regime was dra.stically 
altered opening the flood gates, the stock 
in early 1993 was no more than $25 bn 
(Tkble A). 

Ill 

Illegal externa) transactions on the scale 
just described could not take place 
without a serious deterioration in the law 
and order atuation. Mafias emerged 
across the length and breadth of the ex- 
USSR, corruption spread like an epidemic 
among civil servants and politicians at 
various levels, and government decisions 
were frequently changed or kept in 
abeyance to propitiate particular interest 
groups. Some evidence on each of these 
aspects are given below. 

(1) Actually, the mafias' came to the 
limelight in the wake of the perestroika 
which was dubbed in common parlance 
as ‘the golden age of the mafias’ (Anon 
199!]. 

(2) Official sutistics on violence are 
quite disturbing. In the global surveys of 
the World Health Organisation the USSR 
used to occupy a lowly place in the table 
on the number of deaths due to shocks, 
poisoning and violence in different coun¬ 
tries; by now Russia is right at the top. 
There was a big spurt in crimirmi aaivities 
during 1992 when as many as 23,(XX) pre¬ 
meditated murders look place (Izvestiya. 
April 7, 1993). 

(3) The Newsweek (October 5, 1992) 
had a long write-up on ‘The New Chicago 
on the Neva’, referring in particular to St 
Petersburg. Quoting a Russian ministry of 
the interior source, it said that there are 


3,000 i^gs extorting millions of dollar 
operating rackets like prostitution, diu| 
and arms trade, and exporting billions c 
dollars of raw materials. Marijuana 
bought for a pittance in Uzbekistan, an 
finds its way through Russia and Estoni 
to Finland. A single gamg takes 40 toi 
of cupper every week to Estonia. Or 
Polish businessman in Vilnius, Lithuanii 
bought 10,000 tons of copper. A Russia 
firm bribed a Lithuania-baMd Russia 
Army olTlcer to export aluminium irrigi 
tion pipes with a total length of 49,0C 
km. Bronze, zinc and titaniun are amon 
the non-ferrous metals exported in iaq 
quantities. 

(4) How the rule of mafias is spreaditi 
into ever newa areas was narrati^ by pt 
named Indian exporters to Russia. Soo 
after landing in Moscow, they were cot 
tacted by the former and asked undt 
threat to condude deals only with then 
selves, bypassing the traditioiial agencte 
Although no Indian exporter has so ft 
been physically harmed, other foretg 
traders were actually beaten up, even kil 
ed. Complaints with the authorities prt 
ved infructuous. Comprising of fornu 
employees of the KGB, as well as low-leyi 
ex-CPSU offlcials, the mafias are repo: 
tediy financed by higher level official 
•hey run the whole network, including tli 
agent, importer, wholesaler and retaile 
Independently of the Moscow maflai 
simitar gangs operate in different parts c 
Russia. The story was confirmed I 
diplomats in Delhi. As a result, the luu 
pressed among the Indian exporters sw 
cumbed to the dictates of the mafias, at 
cepting a lower profit maigin; the mbi 
resourceful ones took a circuitous an 
costly route, selling through front con 
panics in Singapore etc on a consignmei 
basis to the established importers (Satis 
and Dinakar 1993]. If this reduces til 
volume of India’s exports, it also dim 
nishes Russia’s export to India. After al 
mafia rule thrives best in an economy c 
penury. 

Mafias cannot flourish without politki 
support at various levels im to the vei 
top. Nothing illustrates it more vividi 
than the current upheaval in Italy wit 
over 2,5(X> persons, including fomH 
prime ministers, top civil servants and 0 
ficiais in the public sector, and businei 
magnates in the private sector, already hi 
plicated in court cases. How many c 
them will survive the debacle remaina t 
be seen. The reported kickbacks run iiM 
several billion dollars. 

After the Soviet glasnost, revelatia 
about rampant corruption in hi^ |dac 
during the Brezhnev era, even inv^i^ 
the family of the leader, were one 
but not the only, factor behind popul 
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ip^uision against me (.ommunisi nny 
Ind the whole system. Confounding the 
paive* expectation of many, including 
'^lyself, that politicians would henceforth 
^|e chastened, in the late 1980s corruption 
Increased by leaps and bounds with every 
j|>assing day. In the present atmosphere the 
' !iiage of politicians in this respect is badly 
“imiished. while charges and counter- 
4liatges are levelled against individuals for 
!|iarrow political gains without sufFicient 
i^fioof. But thoe is no dmying the fact that 
jil large number of politicians are wailow- 
;|lig in luxury beyond the dream of the 
:^zhnev coterie Gavriil Popov, a former 
ftiayor of Moscow and a libi^ economist 
W repute is reported to be among the five 
.Richest in Russia. Vice-president A Rutskoi, 
jvho sides with parliament against Yeltsin, 
tecently accused the president’s team of 
^selling state property at knock-down 
t>tices to western firms and Russian 
inarus’; he claimed to have seen evidence 
IS chairman of the Anti-Corruption Com- 
jnission, and singed out ex-premier 
<B Gaidar and G Burbulis among others. 
tSarely a week after Rutskoi’s allegation, 
offtce of the Russian Prosecutor 
;:peneial issued a statement on 'illegal 
|lealt’ to sell Soviet army property in 
lerstwhile East Germany,' implicating 
W present defence minister. General 
I* Grachev, and G Burbulis, formerly the 
^rst deputy prime minister and a long¬ 
time confidant of Yeltsin (The Economic 
i^mes, April 18 and 24, 1993). 
i Shortly before the referendum Rutskoi 
’made three startling allegations, all of 
iwhich were challenged in separate articles 
jin the hvestiya (April 20, 1993). (1) Out 
lof the soKallcd humanitarian aid (see item 
4 in 'Qdtie 2 and item 6 in Ihble 4), Rutskoi 
asserted, 40 bn rb ended up in the pockets 
of mafias and their official patrons. Kis 
critics did not deny that a good part of 
the aid might have been misappropriated, 
but the total aid was far less than 
Rutskoi’s figure. (2) The size of the 
’shadow' economy was put at 3,000-3,500 
bn rb. (3) It was also claimed that up to 
40 per cent of Russia’s GNP in 1992 was 
under the control of 'organised criminal 
gangs’. On the last two, his critics hekl that 
statistical work was in progress, biit 
thought that the magnitude had been ex¬ 
aggerated by Rutskoi. 

Thanks to the mafias and internal cor¬ 
ruption. the government increasingly lost 
control over the economy since the late 
1980s. On vacillations in decision-making 
caused by pressure groups, only a few 
imecifiG insuuices will now be given. Some 
more will be provided later. 

(a) In order to prevent large-scale 
misuse of duty exemption in respect of 
goods brought in from abroad by return¬ 


ing citizens, new units t^) to 2(i times 
higher than the old ones were introduced 
in July 1991, but were suspended within 
barely 6 weeks {Keesmgs Record of World 
Events (KROWE) July-August 1991, 
p 38343). 

(b) As part of the price-liberalisation 
move on January 2, 1992, new impon 
tariffs at a much higher level were impos¬ 
ed on a wide range of commodities; but 
these were put in abeyance just two weeks 
later, pending revisions in A^iril (KROWE, 
January 1992, p 38731). 

(c) The government made a much- 
delayed announcement on the doubling of 
petrol prices in March 1993; yet in early 
April the president reversed it, apparently 
because the motorists were ’infuriated’ 
and the referendum was round the comer 
{Financial Times, April 11, 1993). 

IV 

No one will dispute that the Russian 
economy is in a very bad shape. Who are 
responsible and in what way? In the 
western media, Yeltsin’s opponents are 
dubbed ‘hardliners’, ‘right-wing’, ‘anti 
democratic’, ‘communists’ and ‘nationa- 


tists’ wno wisn to mum to me oau rwi 
days of an overcentralised command 
economy. What are their sins? A focal 
point of western attack is the central bank 
for recklessly printing notes and offering 
credits indiscriminately, thereby fuelling 
inflation and refusing any moneUry 
reform; the chairman, it may be recalled, 
is designated, not by the president, but by 
parliament. Fariiament is accused of: 
(i) imposing price controls over a large 
number of commodities, impeding the 
process of price reforms; (ii) indexing 
wages and salaries in the state sector, 
aggravating the inflationaiy spiral, and 
preventing a downward flexibility in real 
wages; and (iii) refusing to pass the 
bankruptcy law so that uneconomic state 
enterprises are kept in being artiflcially, 
adding to the budget deficit. Free prices, 
wage flexibility and bankruptcy law are 
among the sine qua non of economic 
reform to which Russia is committed and 
a necessary condition for western aid. The 
Russian parliament and the central bank 
are eflectively sabotaging the programme, 
and prolonging the agony of the nation 
with the ulterior motive of fomenting 
hatred among the people against Yeltsin 


Table 4 Russia's Balance or Payments. Januarv-Seftember 1992 

(US S millionj 



Credit 

Debit 

Net 

(A) Current account: 

(1) Merchandise trade: tout 

27.600 

25,700 

1,900 

HC 

19,500 

20,500 

-1,000 

Barter/clearing 

8,100 

5,200 

2,900 

(2a) Correction for export-l 


2.900 

-2,900 

(2b) Correction for export-II 

.. 

1,215 

-1,215 

(3) Gold shipment, including ‘swap’ 

1,742 

.. 

1,742 

(4) Services 

2,900 

3,254 

-354 

(3) Investment income 

3,209 

2,679 

530 

(6) Humanitarian aid and impon 

1,600 

1,600 


(7) Current account total 

37.051 

37,348 

-297 

(B) Capital account: 

(8) Credits drawn (uliiisZd/amonised); 

(a) by state 

535 

308 

227 

(b) 1^ othen 

8,900 

7,442 

1,458 

(9) Credits assigned (utilised/amonised): 

(a) by state 

8,747 

328 

8,419 

(b) by others 


1,080 

-1,080 

(10) Direct investment 

1,100 

1,325 

-225 

(11) Portfolio investment 

293 


293 

(12) Unpaid interest on loans 

2,113 

2.719 

-606 

(13) Unpaid amortisation on loan 

3,244 

7,860 

-4,616 

(14) Resclieduled amortisation on loan 

3,233 

75 

3,158 

(IS) Errors and omissions 


4.158 

-4,158 

(16) Capita) account total 

29,702 

29.525 

177 

(17) Central Bank; foreign exchange reserves 

437 

317 

120 

(C) Aggregate balance of payment 

67,190 

61,190 

Nil 


Notes : (I) Dsu exclude Russia’s transaction with the ‘near abraad’, i a other ex-Sovict repubiict. 

(2) Wlues of trade arc higher in MOFER thm in the Goskomstai data shown here. 

(3) Rows (2a) and (2b): See the text for explanation. 

(4) Rows (8) and (9) refer respectively to credits, prior to and during 1992. 

(j) Rows (12) and (13) refer to default by Russia against the scheduled debt services, 
only a part of which, as shown in row (14), was rescheduled by the creditors. 
Sourtes: Gosfcotnstat et al (1993) and Sarafanov (1993); prepared jointly by Goskonisiat, Central 
Bank and MOFER. 
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and his liberalism; if they succeed, the 
return of the communists will be just a 
matter of time. 

The western media, despite its self- 
professed objectivity, is highly selective, 
if not tendentious, in its presentation. I 
shall highlight a couple of instances of 
double standards, (a) The Economist 
(January 30,1993) admits that if the cen¬ 
tral bank had not expanded money supp¬ 
ly, industrial production in IS>92 would 
have fallen by much more than the actual 
rate of 22 per cent, (b) The Economist 
(January 23,1993) accused the Supreme 
Soviet of having passed a law that raised 
pensions by 90 per cent, without con¬ 
sulting the finance minister; it passed over 
in silence by how much prices had increas¬ 
ed since pensions were last fixed. A fort¬ 
night later (February 6, 1993), the same 
weekly pointed out that the enhanced 
monthly pension of 4,275 rb was some 16 
per cent below the ‘minimum subsistence 
level’ that assumed ‘a diet heavy on car¬ 
bohydrates, little protein and no money 
left over for dothes.* (c) When Ybitsin, in 
view of the impending referendum, doubl¬ 
ed the wages of state employees in early 
April 1993, there was no adverse comment 
(Financial Times, April II, 1993). (d) The 
Economist (January 9,1993) lamented the 
imposition of price control, despite the 
advice of liberals, by premier Chernomor- 
dyn on bread, milk, meat and vodka; for, 
the state would have to foot a subsidy bill 
of 1,000 bn rb. But when Yeltsin succumb¬ 
ed to the demands of ‘infuriated motorists’ 
in e^ly April 1993 (Financial Times, April 
) 1,1993), and reversed the decuion taken 
in March to double oil prices, the western 
press was quiescent. Nor has the western 
press talk^ much about numerous tax 
concessions, etc, handed out to domestic 
and foreign entrepreneurs the Yeltsin 
government, of which some examples will 
be given later. 

One may now turn to some Russian 
debates on the economic crisis, beginning 
with Sarafanov (1993). The balance of 
payments described earlier, will pose enor¬ 
mous problems for the Russian ministry 
of finance in die years to come. Since 1992 
there is a system of ‘domestic accounting 
prices’ (DAP) for goods imported through 
debt service payment from Russia’s deb¬ 
tors (say, tea from India) as well as for 
goods exported by Russia (say, crude oil) 
to meet her own debt service obligation 
to Western creditors. The Russian federal 
budget obtains from the tea importer the 
value of the consignment at DAP, and 
reimburses, also at DAP, the domoitic 
producers for the quantum of oil ex¬ 
ported. The DAP per dollar of such im¬ 
port, it has been found, is three times 
lower than the DAP per dollar of export; 


as a result there is an enormous drain on 
the budget. 

The budgetary problems are compoun¬ 
ded by certain existing poficies. 7 hough 
the ministry of finance has no foreign ex¬ 
change reserves, it has to meet the ‘state’s 
necds’(gosnuzhd), i e, servicing foreign 
loans, outlays on Russian embassies 
abroad, etc, and the ‘centralised import’ 
of food, medicines, technological raw 
materials, etc The dollars are bought 
through the central bank at the prevailing 
auction rates of the Moscow Interbank 
Currency Exchange: Owing to social obli¬ 
gation!;, commodities acquired under ‘cen¬ 
tralised import’ are sold by the govern¬ 
ment, according to a MOFER estimate, 
at a huge subsidy of 60-70 per cent on the 
import value. Assuming these imports at 
$10 bn in 1993, then at the December 1992 
market rate for the dollar, the total sub¬ 
sidy duiing 1993 would amount to 4,000 
bn rb which is mote than 25 per cent of 
the income (under 15,000 bn rb) projected 
in Russia’s budget for 1993. 

On top of it comes the debt servicing 
obligation: in Sarafanov’s apt phrase, it 
is like a ‘slow acting bomb* that will 
explode with much gmier irttensity some¬ 
time in the future. At the current (March 
1993) exchange rate, the government in 
1993 would have to earmark 16,000 bn rb 
to service old and new debts, which ac¬ 
tually exceeds the whole of the budgetary 
income. Even if this last figure is reduced 
by onc-quarter, Russia seemr to have run 
into a cul-de-sac. 

In a polemical article, Makarevich 
(1993) poured cold water on the assertion 
by none other than Yeltsin that by March 
1993 the inflationary fire was about to be 
extinguished. .After all, the 1993 budget 
in his calculation will have a deficit of 
10,000 bn rb against an expected 1992 
GNP of 1.5,000 bn rb. Similar figures were 
put forward earlier by Cerashchenko 
(New Times International (NTl) 1993/19); 
against a revealed deficit of 3,500 bn rb, 
the 1993 budget contained ‘concealed’ 
outlays of 6,000 bn rb, bringing the total 
deficit to 9,500 bn rb. 

Returning to Sarafanov’s argument, one 
way out would be to impose higher tariffs 
on export and import in order to finance 
the centralised import. But the govern¬ 
ment had granted innumerable tax exemp¬ 
tions to individual enterprises as well as 
regions; one estimate showed that only 
400 bn rb were collected as export duties 
in 1992; it would have been as much as 
2,500 bn rb m the absence of such incen¬ 
tives. Sarafanov’s figures on the loss to the 
exchequer are supported by I Democh 
(Izvestiya, March 31, 1993). The amount 
in billions of ECU (European Currency 


Unit of the Common Market, 1.0 ECU | 
$1.2 in early April 1993) was 2.2 for e' 
port and 0.3 lor import in 1992; in the fir 
2-3 months of 1993 the losses had alread 
reached 0.7 and 0.3 respectively. While 
presidential decree has abolished tl 
earlier tax exemptions for enterprires an 
regions, it leaves untouched the hO 
privileges granted in 1993 by the presider 
(exempting oil and gas industry fpot 
compulsory sale of a part of their dolts 
earnings to the state) as well as th 
parliament. 

Sarafanov posed two alternatives. Hi 
first one is to strengthen the exiting tarif 
system to regulate foreign trade; pronsot 
internal convertibility of the rouM 
(piesumably, by bringing domestic prte 
ratios closer to the international ratibs! 
and remove gradually all quantitativ 
restrictions on foreign trade. M the sam 
time, an effective exchange control has h 
be put in place The budgetary burden oi 
account of centralised imports cmiM b 
eased by drastically curtaiUng the volum 
of such imports. Further, the governmen 
has to stimulate hard currency export an 
the inflow of foreign direct and portfott 
investments. 

The second alternative, Sarafanov con 
tinued, is to abandon the present mctboi 
of managing the economy primartt 
through ‘economic’ or price-cum-ta 
measures. Quanihative restrictions a 
foreign trade has to be applied more o 
tensivciy. For centralised import, a mot 
favourable official exchange rate may ta 
ntreded. For debt-servicing, the stat 
should fall back upon traditional ad 
minisiretive methods, and the financ 
ministry should wwk out a plan for doHi 
earnings and receipts. As a last resort, on 
cannot rule out a return to the earlier slat 
monopoly on Ibreign exchange and foreig 
trade, depending on the evolving poiiticalt j 
situation in Russia. This second alter-.; 
native may become a reality in the not--' 
too-distant future, Sarafanov felt. t 

The weekly Ekonomika i 
(1993/10: pp 2,3) had an interesting pnnel| 
discussion in March on the theme, 'Wliat| 
is the way out of the crisis?’. Fedorot^ the 
finance minister, stated that the country 
had ‘whirled on’ (dvinuTsya) to tire 
market; while the command econonqt hid 
been dismantled, no 'civilised' market 
economy was yet in place, and tire govern* 
ment is so weak that it is unable to for* 
mulate an economic policy. This can he 
changed by adopting strirt priorities fo 
agriculture and industry, and nn p lenreniiaiit 
them in such a manner that maxiimhi| 
results are obtained from every KMiA^j 
spent by the government in ear^ tcctOKi 
The state should regulate, and not wl'i 
minister the economy. L Mndkin, % 

, 
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|Mling econotnist who was advisor to 
ioitachev, aireed on many points; if pro- 
|jction is to receive priority, the targets 
^ust be carefully selected, and the state 
ifiterprises in those areas have to be 
liimulated. This would mean a complete 
{hwrsal of the policies pursued since 
.||d*199i. (Presumably, he referred above 
to the lifting of price control on 
l^muary 2, 1992, leading to a 3.5-foid 
in consumer prices during the 
L'tlonth, and a 26-fotd rise during the year.) 
f^lerashchenko, the central bank chief, 
’c|iought that a major mistake of the 
jovernment in 1992 was in allowing a 
jomplete toss of control over the eco¬ 
nomy*; indeed, it liquidated those very 
ijructures that could etwreise some con- 
\ jol over she economy. It is difficult to cx- 
ilain to ordinary citizens why in spite of 
i cutback in defencq production, living 
jwidards are continuously going down, 
^fhe governmoit may criticise the central 
rank because there is too much money or 
;!iat the credit policy is lax, but it has fail- 
fd to spdl out the economic goals for the 
.'Jurrent year that would provide a frame- 
'^k for monetary and credit policies. 

in an interview with Nezavisimaya 
'^leta (April 6) A Nechaev, till renntly 
Minister of the economy urxler %ltsin and 
^ heading the Russian Financial Cor- 
l^oratkm, admitted that he had been 
jrainstrung in his ministerial work by 
Mnwerful industrial and regional lobbies 
clamouring for various tax privileges; 
yithin the government sectional interests 
l^ied with each other to obtain more funds 
lor themselves. 

j Perhaps the most telling refutation of 
^ thesis that the parliament-controlled 
^ttal bank has been at the root of the 
Ilyperinflation, comes from a report in the 
iro-\!eltsin. Uvesliya (April 13, 1993), 
mtitled: ‘V Gerashchenko and B Fedorov 
Agreed: The Main Source of Inflation— 
government’. The two are respectively the 
Me noire and the ‘darling’ of the western 
jnedia. The volte-face by Fedorov during 
searings in parliament was quite unex- 
lected. Under attack from Germhehenko, 
‘he former admitted that; there are lob- 
lyists from different industrial sectors 
uho would not allow inflation to be slow- 
Hi down; as much as 40 per cent of tax 
lues remain to be collected: and the cen- 
ral banks in the 'rouble zone’ outside 
kussia do not co-ordinate their activities 
with their Russian counterpan, leaving 
mge quantities of roubfe outside the con- 
lol of the Russian central bank or govern- 
nent. I should add, though Fedorov did 
lot say so, that Yblisin has been encourag- 
ng ’waywardness’ among the CIS pan- 
lers suns Ukraine Both Gerashchenko 
ind Fedorov agreed that inflation can be 


controlled. Ironically, the same Fedotov 
had just a few weeks earlier categorically 
rejected the central bank’s proposal on 
monetary and credit reform, characteris¬ 
ing it as ‘unprincipled’ and ‘unprofes¬ 
sional’ Uzvesliya, March 23, 1993). 

Yet the former premier Gaidar (1993) 
remains an unrepentant monetarist. He 
thinks that various interest groups have a 
stake in the inflation. Financial operations 
now run into millions, not of roubles, but 
of dollars. Thanks to cheap credit, ap¬ 
parently to meet the workii^ ctqiital needs 
of productive enterprises, the bank loans 
are quickly changed into dollars, provok¬ 
ing further devaluation of the rouble. 
Gaidar rejects the idea that inflation will 
cool down once production picks up. On 
the contrary, the First task is to ensure 
Finandal stability, and simultaneously 
define clearly the ownership of enter¬ 
prises. Production can go up only when 
entrepreneurs pul money into it, and not 
before. Gaidar also felt that the entre¬ 
preneurs are now overtaxed, paying for the 
huge unproductive expeiuliture of the 
state. He picked out specifically the ‘rural’ 
subsidies, accounting for as much as 10 
per cent of the GNP in Russia against 0.2 
per cent in the US; a good part of these 
subsidies in fact went into financial cen¬ 
tres and commercial units, negating the 
very objectives of the subsidy scheme. 

V 

The situation regarding the oil industry 
is of particular interest for a variety of 
reasons. First, production has fallen steep¬ 
ly; the expected output in 1993 is 340 
against SIS mn tons in 1990. Though pro¬ 
duction has been declining, it has not so 
far affected export to the same extent. 
While the USSR as a whole exported 
109 mn tons of crude oil in 1990. Russia 
alone shipped out 61 mn tons in 1992 and 
as much as II inn tons in the single month 
of January 1993 [Goskomsiat 1991: 281; 
Nezttvisimaya gazeta, April 6, 1993). 
Thirdly, although the sector has been a 
major hard currency earner, there has 
been an acute shortfall in investment. To 
keep the production going, up to 90 per 
cent of the existing equipment heed to be 
modernised, without necessarily scrapping 
them altogether. But where are the Kinds? 
Should Russia go for foreign capital? 
Should Russian domestic prices remain as 
low ( vis-a-vis world prices) as at present? 
Controversies have surfaced on these 
questions. 

Foreign'capital, as in Tsarist Russia, is 
keen to enter the scene in a big way. Only 
two recent examples will be cited in this 
context. First, the US Eximbank has 
entered into a S5 bn Memorandum of 


Understanding (MOU) with the Russian 
government for supplying oil equipmoit 
against oil supplies; aliirady, it has decided 
to support equipment sale worth $500 mn 
in return for dl valued at $2 bn. The tale 
proceeds under the MOU w3l be deposited 
in offshore escrow accounts until the debt 
is repaid (FBN, March 19, 1993; The 
Economic Times, April 18, 1993). 

The second etample is from Kazakhsbm 
(Nezavisimaya gazeta, April 10, 1993). 
Located at Ibngiz in the oMas/of Aiyrauz, 
the joint venture, Ifcngizchevioil. is a 50:50 
partnership between the Kazakh suite and 
the US oil giant. Chevron. Out of a proven 
stock of 25 bn barrels, only 6-9 bn bar¬ 
rels can be extracted; production started 
in 1992 with 6S,O0O bariels/day and will 
rise to a maximum of 700,000 in the year 
2010. Under the agreement, (Chevron’s 
nominee »the diiector-general, while the 
oblast chief is the other director. Chevron 
has already spent $50 mn on social infra¬ 
structure at Alma Am, the for-asray repub¬ 
lican capital, and wilt pay a similar sum 
in the next S years to the oblast autho¬ 
rities. The joint venture will invest $2.0 bn 
on the oil project, but the exact contribu¬ 
tion from each partner is not mentioned; 
50 per emit of the income will accrue to 
Karakhstan, in addition to taxes and 
royalties, while Chevron will have 20 per 
cent of the income over the 40 years of 
the venture. When the Moscow newspaper 
asked why the contract did not leave any 
room for ecobgical specialists, the oblast 
authorities kept silent; why the latter 
reversed their earlier decisbn to oppose 
the scheme, also remained unanswered. 

Strangely enough, the US Eximbank’s 
MOU had been stalled for sometime by 
none other than the World Bank. As a 
‘global’ agency it had been insisting on 
havingv in legal parlance, the ‘first mort¬ 
gage’ on the assets of a debtor country; 
in case of a delay in payitvcnt by a debtor 
country on debt serviix, the bank used to 
have priority for its own credits over that 
of any other creditor, public or private. In 
March or April the VStorld Bank resiled 
from this position, and allowed the US 
Eximbank as well as Japan to provide 
credits to Russia under the special escrow 
arrangement, as demanded by the US 
government (1 Panasenko in Moscow 
News, April 16, 1993). The Russian 
government was equally obliging. Presi¬ 
dent Yeltsin issued a decree on March 19 
exempting joint venturm in oU and gas in¬ 
dustry from the obligation to surrender 
the usual 50 per cent of hard currency ear¬ 
nings to the government: it is estimated 
that the decree would affect about 20 ran 
tons of oil export. Earlier, the government 
had removed the export duties on oil sent 
abroad, and also taril^s on imported 
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equipment and critical materials. The oil 
industry’s demand for subsidy was, 
however, turned down (V Kremer. 
Moscow News, April 16. 1993). The 
earlier decisions (prior to March 19) have 
been extremely beneficial to the Russian 
‘producers* associations' which are 
responsible for the bulk of current export 
of oil (The Economic Times, April 18. 
1993). 

The domestic pricing of oil is the sub¬ 
ject of a major controversy. Neverov and 
Igolski (1993) called for a rejection of the 
World Bank’s advice to the government 
that the domestic price of oil be raised to 
the international level, and that Russian 
oil be sold abroad through global tenders. 
The authors believe that such a move will 
reduce domestic consumption to the detri¬ 
ment of the poor, cause a glut in the world 
oil market, and put a downward pressure 
on world oil prices, since Russia is a ma¬ 
jor supplier; they also pointed out that the 
international price per barrel of oil had 
been falling from S28 in 1985 to $21.5 in 
1991. The authors favoured a cutback in 
production and export. 

1 am not sure that the Neverov-lgolski 
proposition on the domestic price of oil 
is quite sound. Some gap between dome¬ 
stic and foreign price for a renewable 
resource can easily be justified. Thus in 
the 80s when the international market for 
tea became bullish, the Indian govemmoit 
pegged th iunual export volume at 200 
mn kg; as a result, domestic consumers 
had cheaper tea, the international price 
shot up, and India’s (also others’) export 
earnings increased. For a non-renewable 
resource like oil the same atgument does 
not apply; for, the annual supply is not 
fixed as with an agricultural commodity. 
Barring special cases of hardship, it may 
be better to keep the stock of black gold 
underground, rather than allow it to be 
frittered away at a low price by the af¬ 
fluent domestic consumers. 

Prices of oil and many other scarce raw 
materials were deliberately kept low from 
the days of the Soviet First Five-\bar Plan. 
In this respect the situation today is not 
different. Even alter the price liberalisa¬ 
tion of January 1992, the Russian dome¬ 
stic price of oil per ton was only 3S0 rb 
(Giebsch et al 1992: 84], or S3.S0 at the 
prevailing auction rate In March pro¬ 
ducers were selling oil to the government 
at 6,500 rb or SlO/ton, and the retail price 
in the Central Region ranged from 35-40 
rb or S0.06/)iire (Financial and Business 
)Wws(FBN), March 19,1993; Moskovskk 
novosli. Business, March 14, 1993). The 
consumer price of petrol in Russia is ab¬ 
surdly low at barely 10 per cent of the 
West Europe rate (The Economist, 


January 23, 1993; Newsweek, February 
15, 1993). 

The sute now garners for the budget 
the difference between its purchase price 
and the retail price (less costs). In my view, 
a significant increase (in real terms) in the 
oil price could raise the state's income by 
a huge sum, and facilitate the setting up. 
of a special fund to subsidise consumption 
by the vulnerable sections, and encourage 
investment by the domestic producers, 
using equipment from the under-utilised 
machinery sector. It does not seem, 
however, that either the west or the various 
lobbies in Russia or even the populist 
forces there would welcome such a move. 

Returning to the basic proposition of 
Neverov ahd Igolski that Russia, far from 
maximising, ought to cut back the export 
of oil, is also echoed by many others. 
‘There is much talk nowadays’, wrote the 
parliamentarian, Y Ivanilov (FBN, March 
19, 1993), "that the West, 'primarily the 
IMF, wants to make Russia simply a 
source of raw materials”. Ivanilov did not 
want to attribute any such motive to the 
IMF or the west; he still felt that Russia 
should concentrate on export of high 
technology products rather than raw 
materials. 

After the US Eximbank’s MOU, the 
Tengizchevroil venture, and the major 
policy reversal by the Wyrid Bank, it is dif¬ 
ficult to escape the conclusion that there 
is, indeed, a grand design to extract max¬ 
imum oil from Russia for the western 
martet. The fact that in the joint ventures, 
western equipment as well as key materials 
will enter Russia free of tariffs, is likely 
to sound the deathknell for Russian 
equipment manufacturers. Practically 
every decision of the Vbitsin government 
on the oil sector has helped western 
penetration into Russia. In humess it must 


be added that the policy of pushing to the 
utmost export ot oil was inaugurated b) 
Brezhnev and continued by Gorbachev. 
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Industrial Negligence and Right to Know 

K Ravi Srinivaa 


YOUR editorial on Industnal Negligence 
(March 2(X-27) is timely and has raised 
many important questions. The very fact 
that even after almost a decade since 
Bhopal Gas tragedy there is no regulatory 
mechanism to prevent such events nor to 
eflectivriy cope with unforeseen accidents 
indicates the failure of the sute in con¬ 
trolling pollution and safeguarding the 
health of the people living near the plant. 
On the one hand the economy is being 
liberalised and foreign investment wooed, 
on the other till date there has been no 
law to provide information to the workers 
or to the nearby community about the 
potential hazards and what steps should 
be uken in the event of an accident. By 
welcoming foreign investment in almost 
all sectors the government has opened the 
dom for muhinationals and other foreign 
investors to produce in India goods which 
they could not produce in their countries 
due to prohibitively expensive environ¬ 
mental regulations and public outcry The 
government has neither adequately streng¬ 
thened the existing rr^lalory mechanism 
nor has provided the right of information 
to people. What is still worse is that there 
seems to be no initiative on the part of 
the government on pawing a law that 
would make the TNCs disclose nsk infor¬ 
mation on activities involvuig the opera¬ 
tion of a facility that could endanger 
public health, safety and environment, or 
on the production, sale and export of 
goods that could harm people and 
environment. 

This prookm is not unique to India, as 
more and more developing nations com¬ 
pete with each other in attracting foreign 
direct investment, import of new techno¬ 
logies and production processes, provision 
of various facilities for setting up units, 
particularly in expoit processing zones. 
But they cannot afford to overlook safety 
and public health aspects of such invest¬ 
ments. Can they cffeaively regulate the 
conduct of TNCs for safeguarding en¬ 
vironment and pubbc health? Some in¬ 
teresting answers aqd suggestions to such 
questions are found in a report prepared 
^ Michael Baiam, director of the Centre 
for Law and Ibcbiiology, Boston Univer¬ 
sity Law School for UN Centre on Hans- 
national Corporations,’ where he 
discusses the regulatory schemes and 
disclosure mechanisms in wigue in in- 
dustiialised natioiu and makes proposals 
for application of these regulations and 
other mechanisms for developing nations 

in the US a developer has to apply to 
more than one agency at the federal as 
well as at the state level. Environmental 
Impact Statements (EIS) which will be 
available foi public are to be submitted 


and an unique feature of EIS is that it 
must contain a review of reasonable alter¬ 
natives and should be supported by pro¬ 
fessional analyses and other relevant 
evidence. This process based on EIS is a 
costly and time-consuming affair while its 
merits are that public have the right to 
intervene and the decision to implement 
could be challenged in a court. IHe 1985 
Directive of European Community per¬ 
mits the states to integrate Environmen¬ 
tal Impact Assessment (ElA) Analysts 
with the existing procedures. This has 
resulted in a wide range of regulatory 
mechanisms prevalent in various countries 
and the issue of how flexible and formal 
the whole ElA exercise should be, is yet 
to be resolved. Unlike the US where 
disclosure is a must undo- the principle 
of ‘right to know’, in Europe it is restricted 
to ‘public concerned' under the principle 
‘ne^ to know’ and this limits the scope 
for public intervention. The OECD also 
issued guidehnes on ElA while the UN en¬ 
dorsed the prinapie of ElA in 1982. Fun¬ 
ding agencies lite the World Bank and 
business organisations have also adopted 
guidelines on ElA. 

In the US the federal enactment of 
Emergency Planning and Community 
Right-lb-KiH7w (EK'RA) in 1986 piovidis 
for riSK communication and emergency 
planning mediamsms which include local 
emergency planning committees. Each 
firm has to submit information on 
materials handled, emissions, etc, and 
public access to reporu submitted under 
EPCRA is guaranteed, subject to certain 
exceptioiu. But under EPCRA neither the 
agencies nor corporate offlciait are com¬ 
pelled to undertake review of facility safe¬ 
ty while under the Seveso Directive of the 
European Community such a review is 
compulsory Despite sibch drawbacks 
EPCRA has resulted in the increase of 
public pressure on facility owners and 
agencies of governments. The Major Ac¬ 
cident Hazard of Industrial Activities 
Directive of the European Conmunity 
(popularly known as tire Sereso Directive) 
permits member-states to adopt stri^ 
regulations than the ones in the directive. 
The competent authorities in mmber- 
states are permitted to inspect ai^ impose 
safety controls subject to the national law. 
The directive also liq^s emphasis on risk 
communication. The directive has ewked 
mixed response and its implementation is 
not uniform in all the states. The OECD 
enacted two binding decisions regarding 
interred policies for infrematkMi disclosure, 
public participation and exchange of in¬ 
formation between member-states. World 
Bank guidelines are based on the .Seveso 
Directive The OECD has also issued 


guidelines on aid programmes and hazar¬ 
dous installations in developing nations. 

The Hazard Communication Standard 
(He'S) ensured that workers would recrive 
information about hazardous attributes 
and risk ^nsequences of substances used 
in the facility. The HCS has been effec¬ 
tive to a great extent and it is flexible 
enough fbr adoption for a wide variety of 
facilities although it is far from perfect. 
In Europe there are many mechanisms like 
joint committees, worker-management 
committees, voluntary provision of infor¬ 
mation, etc, apart from various resolu¬ 
tions and declarations. The ILO has 
adopted the Occupational Health Service 
Convention in 1985 and has established 
the International Occupational Safety and 
Health Hazard Alert System. Various 
unions and oiganisations have stressed 
the importance of providing information 
to workers in a language understood 
by them. 

The Freedom of Information Act 
enacted in 1966 facilitates public access 
to information and has been useful to en¬ 
vironmental groups. In Europe some 
countries haw passed umilar laws. Both 
UNCTC and ILO have framed policy 
guidelines and Code of Conduct for 
Ihmsnational Corporations and Code 
of Practices. Other organisations like 
the United Nations Commission on 
Human Rights have also expressed their 
concern about TNC behaviour in the 
third world. 

Baram has also provided a set of 
guidelines for developing nations for im¬ 
plementation. If these guidelines were im¬ 
plemented in letter and spirit it would still 
be possible to avert Bhopalsand the death 
of people due to industrial negligence: 
Moreover much information can be ob¬ 
tained gowmment from international 
and natiored agencies on dealing with 
industrial hazaids and pollution. Such 
information shoidd not bmme the mono 
poly of technocrats or bureaucrats, but 
should be made available to unions and 
workers. In their own interest, trade 
unions and workers should press for in¬ 
formation on matters pertaining to work 
process, hazardous nature of chemicals 
that are being used and the impact of 
the process and products on workers' 
health. Oidy if the rights of workers and 
communities are recognised and upheld 
can such events be avoided. The mciz 
appointment of more committees and 
pronouncements has become a mean¬ 
ingless exercise. 

Note 


* ‘Transnational Corporations and Industrial 
Hazards Disdosure tqr Michael Baram for 
UN Centre on Hansnationol CorporalWns, 
New York, 1991. 
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IVitents and Pharmaceuticak 

India is quite competitive in (he pharmaceuticsl sector and there is 
ao need to fear introduction of product patoits. Consideriog 
imports as amounting to working of patMits cannot, however, be 
accepted. Duration of patenu can be left to mutual bargaining and 
pipdine protection can be used as a bait for cancelling or reducing 
idpdine pnnection of developed countries in areas like textiles. 

While unilateral action by the US must be resisted when multilatenti 
negotiations are making headway, joining the Paris convention is 
not an impatant tssue from the point of view of the 
pharmaceutral sector. Greater emphasis on R and D and 
substituting non-patented drugs for patented drugs are far 
more important. 10S7 

People against Arrack 

Beginning in August 1992 in a remote village in Nellorc district, the 
agitation by women protesting against arrack auctions and 
demanding ban on the sale of arrack spread to almost ail distnets 
of Andhra Piadesh. The movement has not merely raised the 
women’s question as is being portrayed by the press and a section 
of the intelltgentsia, but has urgeted lU attack on the nexus 
between polKicians, police and arrack contractors. 10S9 


Double-talk 

Does the government want to 
approach the IME (or a loan 
under the EFF** White within the 
country the finance minister has 
sought to give the impression that 
the ‘success* of the economic 
reform progransne has rendered such 
a loan redundant, the message he 
(onveyed to the IMF dumig his 
recent visit to Washington was 
quite different IBIS 


The decision to impose army rule 
in Kashmir, in effect if not 
formally, represents a tragic turn 
of policy, as much for India as 
for the people of Kashmir 1B17 


Panchayati laj institutions are not 
only a virtually foolproof source 
of early warnaigs about potential 
calamities, bid also an effective 
means of ensuring that such 
warnings do not go 
unheeded 1B19 


The megasystem, growing bit by 
bit as we fed it, has finally 
emerged from its quiescent 
gestation and woken to its own 
individual life. Feoi^e and events 
can now more ‘producuvely’ be 
viewed as statistical possibiliiies, 
and as outcomes of fonres 
interacting snihin a living 
system. 1B3B 


Dowry in Orissa 

It IS not generally realised how 

violent Oriya society is vis-a-vu 

women The state occupies 

the top position in the 

nurntm of dowry deaths 

every year. IBM 

Identity Crisis 

The Bengalis are expending so 
much of time on such tnvial 
issues as the Bengali calendar 
entenng a new century or 
West Bengal bang given a 
new name because of a gradual 
ebbing away of thar etor 
vite/. _ IBtl 

BiotechnolfRgy 

Much of the critique of 
biotechnology deals not with 
technology as such but with its 
abuse by multinationals. Thu 
raises further quetuons about 
whaher states are all that 
benign in contrast to private 
corporations or whaher 
destruaive/immoral technologtet 
become less drstruaive and 
immoral in the hands of 
the state. IBSS 

Mitterraodist Ihigedy 

There are many interrriated facas 
that have gone into the 
disintegration of the Socialist 
Puiy in France, but the chief 
catalyst has been soaring 
unemployment IBM 
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Disaster ^Kkming 


The Megasystem 





LETTERS TO EDITOR 


Distorted Criticism 

THE government of India’s (GOI) final 
withdrawal from the World Bank (WB) is 
a logical culmination of a process which 
began when Morse-Berger Inquiry was in¬ 
stituted in mid-1991 at the behest of the 
executive directors (EDs) of northern 
Europe and America. This was a result 
of highly distorted and misinformed 
criticism of the SSP unleashed by some 
environmentalists in the North and the 
Narmada Bachao Andolan (NBA). The 
government of Gujarat did little to 
counter these propaganda blasts. The 
Morse-Berger Report itself is full of fac¬ 
tual and logical errors, methodological 
flaws, significant ambiguities and distor¬ 
tions and suppression of vital facts. The 
R and R environment situation as 
depicted by Morse-Berga is grossly 
fallacious. Unfortunately, the northern 
EDs uncritically accepted the major por¬ 
tions of the Morse-Berger Report. The 
EDs, for instance, accepted that the bank 
had, from the very beginning, not even 
appraised the resettlement component of 
the project—in violation of bank’s own 
policy on R and R. They also accepted a 
serious charge that the bank staff was 
guiltv of *gro.ss delinquency*. The reality 
was exactly opposite. Acceptance of such 
charges and many others set the stage for 
eventual withdrawal of the GOI. The 
distortions and humiliation the Morse- 
Berger report has heaped on the SSP were 
further compounded by the unfriendly 
remarks of the EDs who said among other 
things that they were ready to give benefit 
of doubt to India! 

They have failed to see the central 
points of R and R. They have not under- 
•stood and appreciated that it is the bank's 
contin<!.>us involvement and close 
monitoring of the R and R that has 
resulted in progressive improvements in 
the R and R policy and has strengthened 
the hands of those NGOs—oustees and 
those ill the administration who wanted 
a fair R and R for the iribals. In lending 
their uncritical support to the Morse- 
Berger Report and through that to the 
motivated environmentalists in the north, 
they have unwittingly created clouds of 
uncertainty for the tribal oustees of 
Maharashtra and MP. 

The SSP, at the most, can be delayed. 
It cannot be stopped. Morse-Berger were 
the NBA-environmentalists’ best bet to 
mount a credible attack on the SSP. 
Morse-Beiger have failed and so has the 
violent intelleaual attack on the SSP. The 
vital question is: now that the bank is out. 


the tribal oustees in Maharashtra and MP 
in increasing number are demanding a fair 
R and R, if the government of India fails 
to keep up its promise and to force the 
states to implement R and R in a fair 
manner, what will happen then? 

Anil Pathi, 

Arch-Vahini, 

Mangrol. 

Nominal Wages of 
Industrial Workers 

AS the author of the book ‘Wage Struc¬ 
ture in Organised Industrial Sector’, while 
thanking Bibhas Saha for his insightful 
observations in the book review (April 3, 
p S78), I have a few comments to offer. 

After noting the main concern of the 
book, Saha suggests (para 2) that instead 
of being empirical, the study could have 
selected a model (or ‘class of models’?) 
and studied and tested the predictions. 
Could one say that dissatisfaction with the 
existing literature need not automatically 
necessitate a ‘theoretical motivation’ 
behind this empirical study? Similarly 
while the study deals with the problem on 
the basis of the stated hypotheses, the 
results have been presented at the end of 
each chapter. Any further ^planation’ of 
the results (last para of the review) could 
only tax the leader, without any further 
illumination. It could also be said that in 
social sdenoe research it is not always clear 
what is “obvious and trivial” and what is 
substantial, unless a universal validity of 
received doctrines is assumed, as the 
reviewer seems to have done. 


The results of the study have to be view¬ 
ed against the background of the data 
constraints and the fact that ‘models’ can 
only be appnximations and not replicas 
of the reality, particularly when they relate 
to issues of wqge structure The reviewer’s 
comment, wMIe dealing with econometric 
modelling, on the three dummy variables 
is not valid. Since three cross-sectional 
data of 1961, 1971 and 1981 have been 
pooled, the two dummy variables are re¬ 
quired for allowing possible changes/ 
shifts in the intercepts. 

It is true that for validity of statistical 
tests for the significance of regression 
coefficients, the OLS estimates must be 
free from the problem of auto-conelation. 
The Durbin-Watson statistic showed signi¬ 
ficance of auto-correlation in only six 
cases. In a majority of the estimated 
.regressions, the Durbin-Watson statistic 
shows that the auto-correlation is not 
significant. Thus, the statistical tests 
are valid. Needless to say. even if auto¬ 
correlation were present, the OLS esti¬ 
mates, though not efficient, would not be 
biased. 

From an analysis of the data available 
for the study, labour productivity does not 
emerge as an explanatory variable for the. 
behaviour of nominal wage, while infla¬ 
tion does emerge as the major causal fac¬ 
tor. Though this finding may not fit in 
with the ideological predilections of every 
individual, the findings emerging from the 
analysis of the available data cannot just 
be disregarded. 

C Mani Sastrv 
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The Victims 


T he decision of the Bangladesh government to postpone 
a high-level official meeting with India—scheduled foi 
the third week of May—to decide on the modalities for the 
repatriation of Chakma refugees has plunged the latter again 
into a state of uncertainty. About 56,000 Chakma tribals, 
who had fled Ban^adesh over the last seven-year period to 
escape persecution by the security forces there, are lodged 
now in refugee camps in Tripura. Their fears have further 
been aggravated by the announcement made by the new 
Tripura chief minister that all foreign nationals who had 
entered his state from Bangladesh would be deported. New 
Delhi also, following assurances by Dhaka that “the 
Chakmas are welcome back", is keen on pushing them back 
into Bangladesh. 

But till now there is no evidence of any guarantee from 
Dhaka that these Chakma families will get protection once 
they go back to their homes in the Chittagong Hill Iracts - 
which by all indications have been occupied by the Bengali 
plainspeople who continue to be settled there systematically 
under the covert and overt policies of Dhaka, whether undei 
the Awarni League leadei Mujibur Rahman or his party’'- 
present rival. Begum Khaleda Zia. Amnesty International 
and human rights groups in Bangladesh have been regularly 
coming out with reports about atrocities committed on the 
tribal people by the Bangladesh security forces. 

Apart from the Chakma families who had been coming 
to India foDowing attacks by security forces, there are 
another 30,000-odd Chakma people who had settled in 
Arunachal Pradesh in 1964 after they were displaced by the 
Kaptai hydro-electric project in Chittagong built by the then 
East Pakistan government. But till today, they have not been 
granted Indian citizenship. 

The dispute with Bangladesh over the Chakma issue is 
becoming a part of the wider problem of continuing influx 
from Bangladesh into the bordering states of India. Poverty 
and lack of employment are driving both Hindus and 
Muslims towards India where they either find odd jobs or 
fall into the clutches of unscrupulous agents who use India 
as a transit point for smuggling illt^al immigrants into other 
countries. Some time ago, a group of Bangladeshi Muslims 
were intercepted in Delhi when they were found taking 
children to some Arab country to make them participate in 
the heinous practice of camel-racing. 

Of late, there has been an increase in the number of Hindu 
immigrants from Bangladesh who are being driven not so 
much by poverty as religious persecution by the Islamic 
fundamentalists. The BJP has found this a convenient issue 
to whip up communal sentiments in the border states 
like West Bengal, Assam and Tripura, where most of the 
Bangladeshi refugees have found shelter. In the BJP 
vocabulary, while the Bangladeshi Muslim immigrants are 
‘innitrators’ who should be pushed back to Bangladesh, the 


Bangladeshi Hindu iminigiants arc ‘rclugm* whose frustra¬ 
tions ate being exploited by RIP politicians to turn them 
against the Muslims While the BJP sheds tears over religious 
persecution ot these Bangladeshi Hindus, they conveniently 
forget that the religious persecution by the Islamic fundamen¬ 
talists there has been a direct consequence of the BJP- 
sponsored anti-Muslim riots in India. Whenever such riots 
take place in India, they provide a handle to the Islamic 
fundamentalists to retaliate against the Hindu minorities in 
Bangladesh. Such retaliatory actions followed the demolition 
of the Babri Masjid driving a large number of Hindus into 
India. It is the BJP and the Sangh parivar who should own 
up res|wnsibility for the present plight of the Bangladeshi 
Hindu immigrants. But, by trying to force out Muslims from 
India (under the cover of flushing out Bangladeshi Muslim 
‘infiltrators’) and settling Bangladeshi Hindu ‘refugees’ here, 
the BJP is moving towards its goal of ‘religious cleansing’ 
of the Indian state and turning it into a pure ‘Hindurashtra’. 

In order to avoid the repercussions that would inevitably 
follow such a development in the subcontinent, both Dhaka 
and New Delhi need to sit down and sort out the problem 
of influx before it assumes explosive dimensions. As for the 
Chakma influx, Dhaka clearly stands in the dock and will 
have to mend its ways to conform to the provisions of UN 
and other internationally recognised covenants which bind 
the Bangladesh government to protect the rights of the in¬ 
digenous tribal population. Regarding the influx of the 
Bangladeshi Hindus, both Dhaka and New Delhi will have 
to share the icsponsibilily. While it is India’s duty to protect 
the lives and properties of the minorities from the onslaught 
of rising Hindu communal forces—which it has failed 
mi.serably to do—the Bangladesh government is expected to 
prevent the Islamic communal forces from retaliating against 
the Hindu citizens of Bangladesh, who cannot be held 
responsible for the anti-Muslim riots in India 

The drift in both Dhaka and New Delhi is however in a 
direction that is contrary to these requirements and expec¬ 
tations. In both the countries, the ruling powers are keen on 
appeasing the virulent fascist forces that are emerging from 
among the majoiity religious communities in their respec¬ 
tive nations. In India, the self-proclaimed vandals of the 
Babri Masjid are being allowed by the state to flaunt the 
might of ‘Hindutva’. Ikking as it were a leaf out of its 
‘secular’ neighbour’s book, Bangladesh has decided to grant 
citizenship to the Islamic fundamentalist leader CJolam Azad 
who collaborated with the Pakistan army during the 1971 
civil war and masterminded the killing of Bangladeshis. Like 
the goons of the Sangh parivar who are parading their 
triumph in the streets of Indian cities, their counterparts in 
the Jamaat-e-I$lami family of Bangladesh are holding 
demonstrations in Dhaka celebrating the rehabilitation of 
Golam Azad in politics. 
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THE ECONOMY 

At the Cost of Growth 

SHORN of the government’s liberalisa¬ 
tion shibboleths, the performance of the 
external sector in 1992-93 resembles that 
in some years of the 197(K. It reflects the 
depressed state of the economy as a whole. 
The government had resorted to draco¬ 
nian measures of demand management in 
1973-74 as a result of which the rate of 
growth of industrial production, which 
had touched S.f( per cent in 1972, slumped 
to 1.6 per cera in 1973 and 2.1 per cent 
in 1974. This in turn had contributed to 
a J2 per cent decline in the quantum index 
of imports in 1974-75. After a brief inter¬ 
regnum, demand compression measures 
had to be further stepf^ up in July 1974 
and finally there followed the declaration 
of the emergency In mid-1975. The de¬ 
mand compression was reflected in drastic 
curtailment of development expenditure, 
the growth of which fell from 17.3 per cent 
in 1972-73 to 2.5 per cent in 1973-74. The 
growth of development expenditure by 39 
per cent in 1974-75 and 21 per cent in 
1975-76 in nominal terms has to be judg¬ 
ed against the inflation rates of 20.2 per 
cent and 25.2per cent in the previous two 
years, so that '.here was no iiKrea.se in such 
expenditure in reai tc'ms. The depressed 
state-economic activity .cnected in 
the reduced level of imports. The o"3(i- 
lum index of imports in 1976-77 at 97 
(with base 1968-69=100) was lower than 
in each of die previous five years; in 
1971-72, the index had been 105. As a 
result, the government was faced with an 
embarrassmait of foreign exchange 
reserves. The level of reserves rose from 
$782 million at the end of March 1975 to 
S 6,421 million at the end of March 1979. 
As the Economic Survey for 1976-77 pul 
it, “currently our foreign exchange 
reserves stand at an all-time high level. It 
must ho- . .cr be emphasised that this 
result has been achieved panly at the cost 
of investmeni for growth”. The Survey 
had further confided that “government 
policy is yet to find ways and means of 
utilising the external reserves for improv¬ 
ing the growth performance of the 
economy”. 

The performance of foreign trade in 
1992-93 reflects a parallel situation. With 
even more rigorous demand compression 
measures, including fiscal retrenchment 
and monetary and credit restrictions, there 
have come about severe recessionary con¬ 
ditions in industry which are in turn 
reflected in reduced import demand. Pio- 
visional data for 1992-93 just released 
show imports at $ 21.7 billion compared 
to the exceptionally low level of S 194 
billion in 1991-92. Even the Economic 
Survey for 1992-93, released in February, 
was expecting imports to be around S 25 


billion. In 1990-91, imports had been 
S 24.1 billion. While commodity-wise 
details are not known, official expecta¬ 
tions were that oil imports in 1^2-93 
would be at least $ 6.5 billion, in which 
case non-oil ini ports would have shown 
a rise of 8 per cent at about $ IS billion 
compared to Sl7 billion in i99(V-91—an ef¬ 
fective loss of about S 4 billion in non¬ 
oil imports, if normal import growth of 
about 12 per cent were assumed. 

Against this background the euphoria 
in official quarters that the trade deficit 
in 1992-93, at S 3.3 billion, was well below 
the anticipated level of S 6 billion, misses 
the important point that il reflects the 
acutely depressed state of the economy. 
The same can be said of the seemingly im¬ 
pressive increase in foreign currency 
reserves in recent months. In the case of 
the reserves build-up, it has to be further 
noted, of course, that it is almost entirely 
based on borrowed funds. 


SEX DETERMINATION BILL 

Belling the Cat 

THE Pre-Natal Diagnostic Ibchniques 
(Regulation and Prevention of Misuse) 
Bill was introduced in the Lok Sabha in 
1991. The bill was modelled on the 
pioneering act passed in Maharashtra and 
in fact improved upon it. Subsequently, 
in an effort to involve different cross- 
sections of people in the discussion on the 
bill, il was referred to a joini committee 
of parltamenL The committee took more 
than a year toanive at a report after con¬ 
ducting hearings and inviting opinions 
from what was meant to be a wide cross- 
section of concerned people. It wrote to 
a large number of medical professionals 
and groups and some of the more vocal 
health activists asking them to send in 
their comment $—75 copies in English and 
25 copies in Hindi—^within a period of 15 
days keeping the input strictly confiden¬ 
tial. It wa.s only after much protest from 
activists that some concessions were 
granted. Even so the ‘people* remained 
largely under-represented. 

The commkiee has made some relevant 
changes in the bill: it has strengthened the 
role of the advisory committee and made 
its composition more representative; it has 
specifi^ in what manner the woman 
should be informed about the risks and 
has introduced a disqualifying clause for 
membership to the advisory boards which 
is that those who have b«n associated 
with pre-natal sex determination pro¬ 
cedures cannot be its members. However, 
it did not consider the registration of 
ultrasonography equipment, which is be¬ 
ing used for sex determination espedally 
in the north, as necessary, nor did it put 
an effective bar on pre-natal procedures 


in the private sector despite a section of 
the committee holding strong views on the 
subject. It abo retained the clause on 
making the woman punishable against the 
opinion held by many activisu and 
women’s groups, arguing that punishment 
of the pregnant woman will act as a deter- 
rmt and will go “a long wr^ in achieving 
the cherished objectives of the tnll”. 

Given the situation in Maharashtra two 
years after the act was passed, and the 
status of regulation in the medical sector, 
one wonders whether such a legislation 
will have any impact. In Maharashtra 
although the mandatory district commit¬ 
tees are reported to have been set up, not 
one has met any activist groups who 
played a major role in the first stages of 
formulation of the bill have been increas¬ 
ingly marginalised. Moreova, most states 
are so lax in their monitoring and regula¬ 
tion of medical institutions that an act 
which specifically regulates a particular 
type of services is bound to be hard to im¬ 
plement even if there was the ‘political 
will* to do so. For example, states like 
Ikmil Nadu and Kerala do not have any 
legislation for monitoring nursing homes. 
It is a fact that the medical lobby is so in¬ 
fluential in most sMtes, and especially in 
th<»e where health services are poorly 
developed and where unethical practices 
are rampant, that the act will necessarily 
remain unimplemented. While practices 
such as the misuse of medical technology 
need to be curtailed and monitored, this 
objective can be effectively pursued only 
within the purview of broader monitor¬ 
ing mechanism for the private medical 
sector. 

EXIT POLICY 

Why Not BIFR Route? 

THE guveriimeni has finally decided to 
come up with an ‘exit* policy, that is, 
freedom for industrialists to close their 
units as they desire, without the permis¬ 
sion of the government. Government 
spokesmen are still attempting to hide this 
truth. While inaugurating the 25th s^on 
and the national convention of the Indian 
National Hade Union Congress (INTUQ, 
the prime minister sought to cover things 
up with heroic observations such as that 
the government did not want foreign in¬ 
vestors “to use this country as a ‘dhar- 
mashala’... to come hm only u> make pro¬ 
fit". He also assured his party’s trade 
union fraternity that an ‘todt’ policy was 
not on the government’s agenda. However, 
his own labour minister P ASangma, had 
already revealed before the annual con¬ 
ference of the Confederation of Indian 
Industry (CIl) a few days earlier that the 
proposed Industrial Relations Bill would 
do awmr with the existing provisions of the 
Industiral Disputes Act which made 
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fownunon approval a manoaiory ic- 
quifcment for doling down a unit. Defen¬ 
ding the change, the minister had said; 
“We are the only country in the world to 
have such a provision. Theic is no reason 
why the government should decide on 
every application for closuie". But in the 
same breath he too ruled out an exit 
policy. “The objective should be to 
discipline woitos and not displace them’* 
he said. All the same, the labour minister 
set out the government’s objective in clear 
terms: “The government is committed to 
a new work cuitiire on the part of labour, 
a new management culture and a wage 
regime linked to productivity’’. 

The case for imposing some restraints 
on industrial closures is based on some 
special characteristics of industry and 
business in this country. First, the prin¬ 
cipal reason for sickness in industry has 
always been irismanagement. Second, as 
their personal stake in their companies has 
been limited, industrialists have sought to 
siphon off funds from older units to newer 
ones. Third, industrialists have on the 
whole plumped for short-term gains and 
gains from trading as distinguished from 
those from industry and manufacturing, 
in the process jeopardising the long-term 
interests of their units. Finally, in¬ 
dustrialists who have sick units under 
them have invariably flouridied elsewhere 
through other units with the help once 
again of funds from banks and public 
rinancial institutions. Broadly, the Indian 
situation could be characterised as one 
where private industrialists have obtain¬ 
ed sizeable public funds from banks and 
rinancial institutions despite their own 
stake being minuscule, milked their units, 
diverted funds to other units, generally 
taken no long-term intmest in the weak 
units and led them to a situation of sick¬ 
ness. leaving labour in the lurch. They 
have done ail this with the connivance of 
public agencies and even government 
functionaries. In this situation what pro¬ 
tection will the approximately one lakh 
workers employed in sick medium and 
large industrial units have if employers are 
permitted to close their units without 
government approval? What guarantee is 
there that the phenomenon of sickness 
would not derive further impetus from 
such a policy? Data compiled by the 
Board for Industrial and Financial Re¬ 
construction (BIFR) suggest that of the 
accumulated losses of 1,018 companies at 
Rs 11.629 croic, the bulk was financed by 
non-payment of dues to financial institu¬ 
tions and the employers’ smtutory du«. 
Banks and fnancial institutions, along 
with their industrialists friends, ate no 
doubt waiting for the law to be changed 
so that many more units can be revealed 
as being ‘sick’ (which of course will 
multiply further the number and amount 


or non-pertorming loan accounts or 
banks). A simple measure to dub difTeient 
units under the same indust rial group and 
adopt a group approach to lending by 
banks and financial institutions has not 
uken off the ground. If the government 
is interested in fair-play, it ought to en¬ 
force this simple solution, which is to 
desist from granting public funds to any 
unit of a group if there are sick units 
under its umbrella. 

It is not as though unda the present 
dispensation, there is no procedure for 
closure of non-viable units after consider¬ 
ing the interests of all claimants: in¬ 
dustrialists, banks and public financial in ¬ 
stitutions and workers. The BIFR set up 
in January 1987 to revive potentially sick 
industrial companies or recommend 
closure of non-viable units, has so far 
done a reasonable job. As the erstwhile 
chairman of BIFR has put on record, if 
the BIFR story is not a happier one, it is 
due to the dragging of feel ly the Reserve 
Bank, by the banks and the term-finan¬ 
cing institutions and by the government. 
The delays in the legal processes involved 
could be easily minimised and fool-proof 
institutional arrangements could be 
thought of for speedy decision-making in 
regard to sick units. 

The BIFR story is by no means an en¬ 
tirely unsuccessful one so far. Up to the 
end of December 1992, the BIFR had 
received 1,772 references of which 440 
were rejected on scrutiny. Of the 1,294 
references registered, 234 cases were 
dismissed as not maintainable, 394 cases 
were approved for revival and 191 cases 
were recommended to the high courts for 
winding up. Draft schemes were also for¬ 
mulated for 39 cases and show-cause 
notices for winding up issued in respect 
of 68 cases; and .sale of one unit was per¬ 
mitted. Amongst the cases approved 47 
were for merger, 38 for management 
change and only three were for workers’ 
CO- operatives. The proportion of cases ef¬ 
fectively decided to those registered with 
the BIFR till the end of December 1992 
was 71.4 per cent and the ratio of com¬ 
panies on the revival path to those on the 
road to liquidation was 2:1. 

Thus the BIFR route for resolution of 
industrial sickness has a strong rationale— 
it is a more balanced, realistic procedure, 
taking the interests of all into account. If 
public policy has a role to play in our un¬ 
equal society, institutional arrangements 
such as the BIFR are essemial. Once the 
appropriate norms are set, a neutnd body 
could decide on the revival versus exit 
question. Otherwise labour could be 
thrown out of employment on the whims 
and fancies of businessmen. It is also a 
route whtcJi would go to (notect the scarce 
resources of the community sunk in in¬ 
dustrial units to which there is a signifi- 
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scope for shortening the legal processes. 
It is known how the banks and finatKial 
institutions have been extreiTKly reluctant 
to support revival packages. This has hap¬ 
pened particularly in cases w4iere employ¬ 
ees of sick units have come forward to 
form labour co-operatives and offered to 
run their units. The government and the 
ftnancial institutions have, let us face it, 
shown an ideological bias against labour 
co-operatives. 

MIGRANT WORKERS 

Avoidable Confusion 

ADDRESSING a seminar on migration 
to the Gulf in Thiruvananthapuram, P A 
Sangma, centra! minister of labour, 
reportedly disclosed that, with the relax¬ 
ation of the emigration clearance require¬ 
ments, the number of persons migrating 
every year had shot up from i.S lakh to 
4.4 lakh, signifying an almost three-fold 
jump in the emigration of workers of the 
categories requiring clearance. 

This raises a number of questioas, the 
most important of which is whether the 
figures indicate a genuine jump in emigra¬ 
tion. Could it be that persons previously 
emigrating iBcgally and without due 
authorisation, in order to avoid the has.sle$ 
involved in obtaining em^ration clear¬ 
ance, have started going in for the stamp 
of clearance? And that too in such large 
numbers? Doubt arises in this regard 
because to the extent that these figures in¬ 
dicate a shift from illegal to legal worker 
migration, it would mean revising all past 
estimates of the extent of illegal emigra¬ 
tion. It was believed that in the stock of 
migrant workers from India in West Asia, 
the ratio of legal to illegal workers was 2:1. 
That estimate will need to be revised if the 
latest jump in the figure of worker emigra¬ 
tion is indicative entirely of a shift from 
illegal to legal emigration. In the flow, as 
distinct from the stock, the ratio between 
legal and illegal emigration, before the 
relaxation of clearance requirements, 
would have had to be 1:3. In know¬ 
ledgeable circles, there is none who would 
stand by this ratia Even assuming that a 
part of the jump in the figure is accounted 
for by the return outflow of workers who 
had to be repatriated at the time of the 
Gulf war (roughly 1.3 lakh out of the 4.4 
lakh) still the balance left, viz, 3.1 lakh, 
is twice the figure of emigration for the 
previous year. 

If the explosion in the figure of current 
emigration is not entirely accounted for 
by a shift from illegal to legal emigration, 
does it mean that there is to that extent 
a genuine increase in the emigration of 
workers from India to the Gulf? At least, 
the various imernational agencies moni¬ 
toring the inflow of migrant workers to 
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Wtst Asia haw not reported any massive 
increase in such inflow. If anything, one 
reads reports of new restrictions on such 
inflows. In Kuwait, for instance, a limit 
is reported to have been placed on the 
number of foreign housemaids a house¬ 
hold can employ. Before the Gulf war, 
there were families employing four to five 
foreign maids. India was believed to ac¬ 
count for almost one-quarter of the stock 
of foreign housemaids in Kuwait. It is not 
known how many of the older Indian 
maids have gone back to Kuwait and how 
many new have gone in addition. But, to 
the extent that the jump in the figure of 
worker emigration does not reflect a shift 
from illegal to legal emigrat ion, the expan¬ 
sion in worker emigration, including that 
of women, would indeed seem to have 
been on a phenomenal scale. 

All this uncertainty about the actual 
state of emigration would not have arisen 
if the government of India were more 
forthcoming at least with the information 
it already possesses on the subject. At any 
rate, the doubts wopid then have been of 
an entirely different order. 

FAMILY PLANNING IN CHINA 

All Coercion? 

HOW much truth is there in the stories 
currently making the rounds in the 
western media, especially in the US, of the 
sort of punishment and humiliation being 
visited upon families, particularly women, 
in China for births that are not permitted, 
either because they are in excess of the 
number a woman is allowed or because 
they are inadequately spaced or even 
because the regional target has been reach¬ 
ed already? 

There can be no doubt that the publica¬ 
tion of these stories has been so timed as 
to bring maximum pressure on president 
Clinton who recently announced that he 
was lifting the ban imposed by Ronald 
Reagan on the financing of the United 
Nations Population Fund One of the 
major reasons for Reagan having cut off 
financing for UN activities in the sphere 
of population planning wws that part of 
the UN funds were going to China even 
though it was pursuing “a coercive family 
planning programme”. In fact, right now 
the US administration is also seized of the 
question of renewing the Most Favoured 
Nation treatment of China. And it could 
well be that the stories of atrocities com¬ 
mitted by the family planning bureaucracy 
in China are inspir^ in order to influence 
that decision as well. 

It is a fact that the Chinese authorities 
have been worried in receid years, since 
the late 80s to be specific, that their 
population giowth targets may be exceed¬ 
ed. So in early 1991 it was decided at the 
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highest level to tighten the family planning 
programme and strengthen its enforce¬ 
ment. As part of this decision, a sort of 
‘responsibility system’ was introduced 
under which provincial leaders farmed out 
family planning targets all the way down 
the chain of command. Failure to meet 
these targets meant penalties or even 
dismissal of the functionaries. As a result, 
there was a 25 per cent rise in 1991 in the 
number of people, mostly women, who 
were sterilised to 12.S million. In 1992 the 
number of sterilisations is reported to have 
come down to 6.5 million, but the expla¬ 
nation is that “most women of child¬ 
bearing age had been sterilised by then". 
Other indicators of achievement, however, 
are tliat by 1992 considerable success had 
been recorded. The birth rate in 1992 was 
18.2 per 1,000 as against 23.33 in 1987. 
Ibtal fertility rate is expected to have drop¬ 
ped to 1.8 or 1.9 in IW2 ccxnpared to 2.3 
in 1990. Only 9.6 per cent of ail births in 
1992 were third, fourth or fifth child; the 
figure for 1988 had been 15.4 per cent. 
The proportion of couples sterilised or 
using contraceptives rose to 83.4 per cent 
as against 71.1 per cent in 1988. 

So there can be no doubt that in China 
impressive progress has lately been made 
in family planning. But is this achievement 
the consequence of the alleged harsh 
measures or of a predominantly voluntary 
acceptance by the people, rural as well as 
urban, of the imperative of family plan¬ 
ning in a society already teeming with 
numbers while struggling economically? 
The answer will have to come from ob¬ 
jective assessments and not from inspired, 
selective reporting of isolated cases of 
excesses. 

PAKISTAN 

Yesterday's Freedom 
Fighters 

WHETHER or not the presence of a 
sizeable contingent of Arab freedom 
fighters in Pakistan was a bone of con¬ 
tention between Ghulam Ishaq Khan and 
Mian Nawaz Sharif, it certainly was an 
issue on which Jamait Islain parted com¬ 
pany with (he latter and made him more 
vulnerable. Lately Nawaz Sharifs govern¬ 
ment had, under pressure not only from 
western governments, particularly the US 
but also from several Arab countries, 
started to force these liberation fighters to 
leave Pakistan; indeed there have been 
reports of ariests and forced expulsion in 
recent months. Whether or not the interim 
administration of Batakh Sher Mazari is 
continuing the policy of its predecessor is 
not clear However, the pressure from the 
US has been mounting in the wake of 
reports that those alleged lo be involved 
in the bomb blast at New York’s World 


Trade Centrehad been inuned and equip¬ 
ped in Pikistin and had even empliui^ 
from Pakistan for the US. So it is most 
unlikely that the Mazari government will 
want to invite US ire by relaxing pressure 
on Pakistan’s Arab guests, now turned 
undesirable aliens, even though it may not 
openly profess strong action against them. 
In fact, the latest reports areof continued 
crack down on people described as ‘possi¬ 
ble terrorists and illegal aliens’. 

The presence of these very liberation 
fighters in Pakistan was not only condon¬ 
ed by the US administration for several 
years, but th^ were armed and financed 
out of US ibnds funnelled to Afghan 
mujahideen groups in Pakistan fighting 
the Soviet-propped r^imes in Kabul. The 
purpose of financing (he Arab liberation 
fighters was not only to strengthen the op- 
po.sition to the Kabul regimes but also to 
relieve the pressure of fundamentalist 
groups in the countries of origin of these 
Arab liberationists. Egypt which was sup¬ 
posed to have contributed the largest 
number to the Arab contingent in Pddstan 
(close to 20 per cent of the over 6,000 
aliens registered with the Pakistani autho¬ 
rities) has been perennially dogged by pro¬ 
blems posed by its fundamentalists. But 
lately these groups seem to have stepped 
up their activities and are targeting not 
only those closely assodated with the pre¬ 
sent regime but also tourists. Tourism is 
the single-most important source of 
foreign exchange earnings for Egypt, ac¬ 
counting for wer $ 2 billion annually. So 
Egypt is among the countries which have 
complained about Pakistan harbouring 
terrorists. Algeria too is reported to have 
lodged a similar complaint with the 
Pakistani authorities. So the US is not 
alone in this regard. 

The question to ask is whether the 
Frankenstein that was knowingly created 
within Pakistan, ostensibly to support the 
Afghan mujahideen groups in their armed 
struggle against the Kabul regimes in the 
name of religious freedom and democracy 
has now been rendered dysfunctional and 
is looking for other outlets for its op«a- 
tions. It is significant that in Pakistan 
there is an articulate, though possibly not 
numerous, section of public opinion 
which is openly critical of the govern¬ 
ment’s crack down on these people It is 
one thing to want to expel them; another 
to be able to do so when no other coun¬ 
try. not even their own coiaitiy, «rants to 
own them, except possibly as proclaimed 
offenders. It is a moot question therefore 
whether, given the internal political uncer¬ 
tainties in Pakistan, it will be possible for 
the authorities to k^ this altogether seif- 
inflicted menace in check. Whichever 
regime succeeds the present interim ad¬ 
ministration will have its hands full copy¬ 
ing with this burning problem. 
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IN THE CAPITAL MARKET 


Pasari Spuming Mills 

PASARI SPINNING MILLS, pfomoied by 
nuari Export, a government of India recog¬ 
nised export house, and G S Gupta and 
Associates, is setting up at Nanjangud, 
Karnataka, a cotton yarn spinning unit with 
S,7S0 spindle capacity at a toal capital outlay 
of Rs 6S0 lakh to be met by equity capital 
of Rs 585 lakh (promoters Rs 234 lakh and 
public Rs 351 hkh), central subsidy of Rs 15 
lakh and lease flnance of Rs SO lakh. The 
entire project has been planned for a spindle 
capacity of Rs 25,000. The company pro¬ 
poses to achieve this spindle capacity in three 
phases. The fist phase covering 5,750 spin¬ 
dle capacity is scheduled to be completed by 
this June; As soon as the production target 
for the present spindlage is reached and the 
standard quality produce is stabilised, the 
company will be going in for an addition of 
6,000 spindles to be completed in June 1994. 
The third and final phaM of the remaining 
12,000 spindlecapacity wiU be completed by 
December 1995. The projected turnover for 
1993-94 (nine months), 1994-95 and 1995-96 
based on capacity utilisation of 80,90 and 
95 per cent is Rs 306, Rs 478 and Rs 526 
lakh respectivdy and the net profit Rs 58. 
Rs 112 and Rs 133 lakh, lb part finance the 
project, the company is entering the capital 
market with a public issue of Rs 35,10,000 
of Rs 10 each for cash at par aggr^ting 
Rs 3.51 crore, out of which 10 lakh equity 
shares of Rs 10 each totalling Rs 100 lakh 
are reserved for NRls with repatriation 
benefits. The issue opens on June 16. Listing 
will be done at Bangalore, Bombay and 
Calcutta stodi exchanges. Caiuua Bank 
Merchant Banidng Ceil and Times Guaranty 
Financials are tie lead managers to the issue 

Indsil Electrosmelts 

Indsil Eiectrosmelts, Travancore, which is 
setting up a Rs 12 crore project to be going 
shortly on stream to manufacture 7,800 ton¬ 
nes per annum of terro silicon, has some 
very distinctive features, not the least of 
which is that it has the latest captive private 
sector hydet power plant to generate 71 MW 
to provide a »urce of ene^y at low cost. 
The company has signed an MOU with the 
Kerala State Bectricity Board to establish 
a 71.000 KW (xoject at a cost of Rs 45 crore. 
The company it backed further by a success¬ 
ful record of the promoter, S N Wtradarajan, 
a technocrat who indigenised ferro silicon 
manufacture in India and who has succeed¬ 
ed in establishing and operating several ferro 
silicon plants in the country. Sun Metals and 
Alloys, which is the promoting company of 
Indsil Eiectrosmelts, was established by 
Varadatajan in the same lineof activity way 
back in 1982 and has a consistent track 
record of payment of high dividends—35 per 
cent siKxessivdy for the last five years. Sun 
Metals and Aloys will be providing design 
and technology free of cost. The project is 
fast getting under way and is expected to be 


commissioned by November 1993 to nil the 
gap estimated at 60,000 tonnes in ferro 
silicon supply by the end of the Eighth Plan. 
The project is estimated by fDBI to cost 
Rs 1,170 lakh, which is to be met with term 
loatu of Rs 445 lakh from the IDBI and fur¬ 
ther Rs 150 lakh from Sute Bank of India, 
Rs 100 lakh investment by Kerala State 
Industrial Development Coiporation, pro¬ 
moters' contribution of Rs W lakh and by 
NRls of Rs 75 lakh to the share capital, and 
public issue of equity shares of Rs 285 lakh. 
The public issue opens on Jtiy 6 under SBI 
Capiul Markets and Sute Bank of Travan¬ 
core as lead managers. Varadarajan, a reci¬ 
pient of the Udyog Patta Award, is the 
managing director of the company. 

Vatsa Finance 

Vatsa Finance, the company that made 
news as it commenced operations last year 
by offering private safe deposit lockers at 
low rcnuls, is now raising from tht public 
Rs 4.50 crore by an issue of4486 lakh equity 
shares of Rs 10 each at par. Ihe issue opens 
on June 2 under India Securities as lead 
manager. The present issued diare capital of 
the company is Rs 3 crore. With the addi¬ 
tional issue, me company is to meet its 
estimated requirements of funds of Rs 8 
crore. Of this amount Rs 1.43 crore is the 
remaining balmcc cost of purchase of the 
pietnise at Lokhandwala oompkx in Bombt^ 


and Rs I.IO crore is towards interior design¬ 
ing of the premises in Opera House in cen¬ 
tral Bombmr. It is at this latter premises that 
the compatiy los decided to install 1.800 ufe 
deposit lockers, while at the former place 
1,023 lockers have become operational. The 
lockers are open 24 hours a day and 365 days 
a year. The company, promoted among 
others by Ganpati Exports (a Sur trading 
house) and Rolex Holdings (an investment 
and loan Hnance company), has also on the 
agenda such other business as leasing, hire 
purchase and OTC market operations. How¬ 
ever. the company is still to be recognised 
as a leasing and hire purchase company by 
the financial aistitutions. This is expected 
by 1994-95, while the company has also ap¬ 
plied to SEBl for registration as Category 
I merchant bankers. As these plans materia¬ 
lise the company will be augmenting resour¬ 
ces with further issue of share capital. In¬ 
deed, a further issue of Rs 7SO crore is pro¬ 
jected in the next year, with which the issued 
share capital will stand doubled to Rs IS 
crore. It's expected that Rs 3.50 crore of the 
additional share capital will come by wqr of 
conversion of the promoten’ loan funds, 
while there will be a rights issue of Rs 4 crore 
to the shareholders. For the first half of the 
Tmancial yearto March 1993, the company 
reported a netproFit of Rs 6I,(X>0 on a totid 
income of Rs 19.40 lakh. 


NATIONAL INSTITUTE OF PUBLIC 
FINANCE AND POLICY 

NEW DELHI 

SENIOR FELLOW (one post) in the scale of Rs 4500-150-5700- 
200-7500 plus allowances as per Institute’s rules. Toul monthly 
cmoltuncnK at the minimum of the scale will be around Rs 8,800/-. 
Higher stait than the minimum in the scale may be given depen¬ 
ding on qualifications and experiences. 

Qualificattons essential: A creditable academic record with Ph.D. 
in Economics and specialisation in public economics with a good 
background in macro economics theory and quaniiutive 
economics. Publications of high standard and at least seven years 
research or teaching experience in a University or government or 
a reputed research institution. 

Desirable: Experience in empirical analysis of policy issues and 
policy modelling. 

Seleaion may not be confined only to those who apply. 

Other things equal, candidates belonging to Scheduled 
Castc/Schedulcd Itibe will be given preference. 

Applications indicating qualifications and experience supported 
by true copies of certificates and testimonials should reach the 
Director, National Institute of Public Finance and Policy, 18/2 
Satsang Vihar Matg, Special Institutional Area, New Delhi-ll()067 
within fifteen days of the date of advertisement. 
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STATISTICS 






Variation (per cent) 



ladex Numbers of Wbolessle Prices 


Latest 

(iver 

Over 

Over 





(1981-82 » 100) 

Wright 

Wwk 

last 

last 

March 





8-5-93 

Month 

Year 

1993 

1992-93 1991-92 

1990-91 

1989-90 

All Commodities 

100.0 

235.0 

0.6 

6.1 

l.l 

9.8 

13.7 

10.3 

74 

Primary Articles 

32.3 

234.7 

0.3 

2.8 

1.0 

7.3 

18.1 

13.0 

2.2 

Food Articles 

17.4 

274.2 

0.7 

5.0 

1.9 

12.3 

20.2 

11.8 

14 

Noti-food Articles 

10.1 

222.5 

-0.8 

-1.4 

-1.0 

-0.6 

18.0 

17.0 

3.6 

Fuel. Power, Light and Lubricants 

10.7 

246.0 

0.4 

14.9 

0.4 

14.1 

13.2 

12.3 

3.6 

Manuractuied Products 

57.0 

233.1 

0.8 

6.5 

1.2 

10.5 

11.3 

8.4 

11.3 






Variation (per cent) 



Coal of Liviitg Indices 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 







1992/93 

Month 

Year 

1992 

1992-93 1991-92 

1990-91 

1989-90 

Industrial Worlers IIW2 100 

243» 

0.4 

6.1 

6.1 

6.1 

13.5 

11.2 

6.5 

Urban Non-Manual Employees 1984-85 = 100 

205" 


9.6 

6.8 


13.3 

11.0 

6.9 

Agricultural Ldbouiers July 60 to 

1,053’ 

-0.5 

3.8 

3.8 

3.8 

19.3 

7.5 

3.2 

June 61 = 100 













Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Fortnight 

Last 

Last 

March 31. 







(30-4-93) 

Month 

Year 

1993 

1992-93 1991-92 

1990-91 

1989-90 

Money Supply (M^ 

Rs crore 

3.77,293 

6.337 

50.555 

14,929 

46,316 

49,560 

34,486 

37,457 



(1.7) 

(15.5) 

(4.1) 

(14.7) 

(18.5) 

(14.9) 

(19.4) 

Net Bank Credit to Government Sector 

Rs crore 

1,85,757 

10,850 

21,152 

9,583 

16,274 

24,589 

23,048 

20,676 

Bank Credit to Commercial Sector 

Rs crore 

2.20,142 

484 

24,515 

4,083 

24J89 

24,173 

21,443 

23,822 

Net Foreign £)ch Assets of Banking Sector Rs crore 

25,318 

1.163 

6,208 

1,982 

6,155 

10,098 

1,915 

-149 

Depoaits of Scheduled Commercial Banks 

Rs crore 

2,74,744 

-1.208 

38,504 

7,597 

36,389 

38.217 

25483 

26,809 



(-0.4) 

(16.3) 

(2.8) 

(15.8) 

25,462 

(19.8) 

(13.3) 

(19.1) 

Advances of Sdieduled Commercial Banks 

Rs crore 

1,55,517 

290 

22.980 

4,463 

9491 

14,848 

16,734 



Latest 

IVeck 

14-5-1993 

(0.2) 

(14.8) 

(3.0) 

(20.3) 

(8.0) 

(14.6) 

(19.8) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

21,377 

325 

8,130 

1,181 

5,385 

10,223 

-1,383 

-795 

US S mn 

6,790 

29 

1,608 

323 

746 

3.383 

-1,137 

-854 

Index Numbers of Industrial 


Latest 








Production 

Wright 

Month 

Averages for* 

Variation (per cent) 


(1980-81 100) 


(Oct 92) 1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 

1987-88 

General Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 ' 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

Manufacturing 

11.5 

215.4 

207.7 (3.5) 200.6 (-1.0) 

0.8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0 (2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

278.4 

261.7 (4.5) 250.5 (7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

Basic Industries 

39.4 





3.8 

5.4 

9.9 

5.6 

Capital Goods Industries 

16.4 





. , 17.4 

22.4 

7.0 

15.9 

Intermediate Goods Industries 

20.5 





6.1 

4.3 

11.5 

4.8 

Consumer Goods Industries 

23.6 





10.4 

6.3 

44 

6.5 

Durable Goods 

2.6 





14.8 

1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 


. 



9.4 

7.5 

2.5 

64 

Foreign Tirade 

Unit 

latest 

Cumulative for* 







Month 










(Dec 92) 

1992-93 

1991-92 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Export 

Rs crore 

4,192 

37,329 

30,795 

43,978 

32,533 

27,681 

»U32 

15474 





(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

5,423 

47,480 

34.403 

47,813 

43,193 

33,416 

28433 

22444 





(10.7) 

(22.0) 

-I0,6M 

(25.4) 

(26.9) 

(10.71 

Balance of IVade 

Rs crore 

- 1,231 

-10,151 

-3,608 

-3,835 

-7,735 

-8.003 

-6476 

Employment Exchange Statistics 


I atesi 

Cumulative for* 






Unit 

Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 


Number of Applicants on Live Register 

Thousand 

37,171 

37,171 

36,098 

36,300 

34.632 

32,776 

30,030 

30447 

Number of R^strations 

Thousand 

537 

4,188 

4,862 

6,238 

6.S4I 

6476 

3,963 

S4«5 

Number of Vacancies Notined 

Thousand 

34 

316 

363 

460 

490 

599 

S44 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Inoome 


1992 93 

1991-92 

1990-91 

1989-90 

1988-89 

im7.88 

1986-87 

1983-86 

Gross Domestic Product (current prices) 

Rs crore 



3,30,899 

2.94,763 

2,60,03 2J3.799 

2,08,333 

1,86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,21,168 

2,12,316 

1.88.009 

l.'70.203 

l,63J71 

4^566 

140,433 

1.44465 


(4.2) 

(1.2) 







Per Capita Income (1980-81 prices) 

Rupees 

2.222 

2,174 

2,069 

1,902 

1,871 

1,844 

1413 

1,790 



(-1.1) 







1 * Up to the latest month for the current year and for corresponding period Iasi year. . . Not available. 




Notes: (I) SiDerscripc numemi denotes month to which figure relates* c g, superscrim' indicttes that the ruitfe it for Jantiary and so on. i 

(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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AM 


The Bengfdis in West Bengal cannot quite envisage what the 
future holds for them; they have also lost the confidence to 
proffer that they will build their own future. They, therefore, 
either take recourse to exercises in nostalgia, such as were 
witnessed a couple of years ago centring around the tricentenary 
celebrations of Job Chamock's Calcutta, or indulge in frivolities 
such as over the Bengali calendar entering a new century or West 
Bengal being given a new name. All such indulgences are escapes 
from reality. 


THE one hundred eighty-Hrst entrant to 
the United Nations, the Republic of 
Macedonia, has been admitted to the Hirtie 
Bay outfit on a provisional basis. This 
is something unique. The Macedonian 
republic, one of the splinters resulting 
from the coming apart of Yugoslavia, is 
a member of the UN and yet not a 
member. The ambivalence has its reason. 
A province in Greece is also 'known as 
Macedonia; Alexander the Great had 
sprung from this tract a couple of thou¬ 
sand and odd years aga Not unnaturally, 
Greece is feeing queasy; should the break¬ 
away segment of Yugoslavia be allowed to 
call itself Macedonia too, who knows, it 
might, one of these days, choose to turn 
a covetous eye on the province of Greece 
with the same name. Or some malcontents 
in the province might begin to dream of 
integration with the independent Macedo¬ 
nians across the border. The authorities 
in Athens have therefore posted their 
reservations with the United Nations: by 
ail means acosrd formal recognition as a 
separate republic—and a member of the 
world body—to that particular relic of 
Yugoslavia, but let it pick another name 
for itself. Theissue is still to be sorted out. 
The Republicof Macedonia is for the pre¬ 
sent in a limbo, it is a part of the United 
Nations, but it does not yet know its 
name. 

This identity crisis is having a bit of an 
echo nearer home in West Bmgal. Inde¬ 
pendence, and the partituning of the 
country, saw the emergence of East Punjab 
and Vrlest Bengal as constituent units of 
the Domiiiioiv later. Republic, of India, 
^t Punjab became Fhinjab within a 
decade followsng independence, but the 
supposedly aulical Bmgalis have con¬ 
tinued with the nomenclature of West 
Bengal for their state They could have, 
at any time prior to 1971, easily re-named 
their sute as 'Bengal* without raising any 
domestic or international hackles. The 
major part of pie-1947 Bengal Mohammad 
Ali Jinnah walked awgy with had 
metamorphosed into East Pakistan, so 
there would have been no scope for either 
heart-burning or confusion had West 
Bengal then decided to shed the *W»t'. 
*rhe Bengalis in India—or, rather, the 
politicians in Qdcutta—however dithered. 


This indecisivene.ss was the contribution 
as much of the original residents of the 
districts comprising the territory of West 
Bengal as of migrants from the eastern 
wing of erstwhile Bengal. People and 
political personalities hailing from the 
West Bengal districts did not quite relish 
the idea of their demesne losing its distinct 
identity: till as long as West Bengal re¬ 
mained West Bengal, they could claim to 
be the rightful inhentors of the land, those 
who crmised over from the eastern districts 
merely being then guests, were the state 
to be re-christened as just ‘Bengal*, their 
.status as legatees and hosts, they feared, 
would be obliteiatcd. The migrants from 
the eastern Bengal districts suffered from 
a different hang-up Given their roots in 
an overwhelmiiigly riverine culture, they 
were inveterate romantics. Till as long as 
the land to which they had migrated was 
desenbed as Wcsi Bengal, they could con¬ 
sole themselves that they were only tran¬ 
sient residents in an alien land, their 
natural habitat was East Bengal, to which, 
circumstances permitting, they would one 
day return. Once West Bisngal was rudely 
rendered into Bengal, it would in effect 
be short shrill to that kind of romantic 
day-dreaming So fhey too were for the 
maintenance of the status quo. It was thus 
an equilibration of two parallel reluc¬ 
tances, and Wrst Bengal has remained 
West Bengal through the post-indepen¬ 
dence decades. 

Not that this situation mattered a great 
deal. Political commentators would some¬ 
times draw attention to the anomaly of 
the simultaneous existence of a Punjab 
liberated from the immediate post-parti¬ 
tion pre-fix and a Bengal still fastened to 
the apron-string of a 'West*. West Bengal 
ministers would complain from time to 
time that, given the alphabetical hap¬ 
penstance of the state's nomenclature, they 
have to sit, sandwiched between the repre¬ 
sentatives of Ihmil Nadu and Uttar 
Pradesh, waiting, for hours on end, for 
their turn to come before they could make 
their presentations at meetings of the 
National Development Coiaicil or at con¬ 
ferences of chief ministers. But indecision 
got the better of their occasional irrita¬ 
tion. If only they had so wanted. West 
Bengal could have been given the formal 


name of Bengal, pure and simple, or even 
Bangladesh, and the world would have 
duly got us^ to the new nomenclature. 

West Bengal missed the bus. 1971 
transformed the complexion of the pro¬ 
blem. That year saw the re-emergence of 
East Pakistan, following what the natives 
love to describe as the war of liberation, 
as ‘Bangladesh’ Even though olten dis- 
imragingly referred to as a bread-basket 
case, Bangladesh is very mudi a recognis¬ 
ed international entity, and has pre¬ 
empted West Bengal from the opportunity 
of calling Itself, at this late hour, by that 
name. Should the Bengalis in India insist 
on opting for this name and the Indian 
authorities formalise such a re-nomen¬ 
clature for West Bengal, there could be in 
the United Nations a Macedonia type of 
confrontation with this qualitative dif¬ 
ference that, instead of a new member of 
the international body attempting to ap¬ 
propriate the name of a province which 
IS an integral part of a member-state, a 
member-country would venture to adopt 
the name of a neighbounng member- 
country of the United Nations as descrip¬ 
tion for one of its parts. It is not even 
certain that should West Bengal decide to 
re-name its territory as ‘Bengal’ from now 
on, Bangladeshis would put up with that 
either. ‘Bengal’, they might argue; is 
phonetically much loo close to ‘Bangla’; 
it IS, they coidd point out, actually the 
Anglicist form of the latter. 

And that would not be quite the end of 
the story. Even were there no objection 
raised from across the border, reservations 
could be voiced about choosing the name 
‘Bcnpl’, bare and unadorned, from the 
politicians of West Bengal itself. ‘Bengal’ 
might he ail right for purposes of docu¬ 
mentations in English, but there was need, 
they might argue, for a second nomen¬ 
clature which was indubitably Bengali, 
and which could enter the currency of 
other Indian languages as well. A couple 
of months ago, a West Bengal minister 
floated a trial balloon. Wbuld ‘Banga’ do 
as a new name for West Bengal, he en¬ 
quired with some diffidence The sugges¬ 
tion was received with unmixed hostility 
from different quarters. ‘Banga’, the 
cognoscenti concluded, was much loo 
drab, much too limp, it did not quite con¬ 
vey the lyricism of the Bengali milieu. 
What th^ most missed was the lilt of the 
subsuntial consonant T. This consonant 
apparently packed a lot of history. The 
territory famiiarised as ‘Banga’ in early 
Sanskrit litemture, and so written in 
Brahmi script, gained, once it passed 
through the flter of Prakrit and Pali, that 
extra ‘I’, never mind where exactly it was 
placed. In case you dropped the ‘I’ from 
‘Bangla—or ‘Bangal’ as the Lodis and the 
Mughals preferred to call it—check with 
the Bengalis, you would deprive their land 
of Its virility. 

Perhaps it would be risking a linguistic 
riot to suggest that that is precisely it, the 
Bengalis are ei|xnding so much of tinw 
on such a trivial issue b^usc of a gradual 
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ebbing away of ihcir dan vita!. Arrange 
a Cook’s tour of West Bengal; whai would 
most strike you is the drying up of the 
Bengali imagination. There is evidently a 
shortage of great causes m the neigh¬ 
bourhood. Radical politics, the traditional 
forte of the Bengalis, has been played into 
adifFicult comer. Between Mikhail (ior- 
bachev and Boris Yeltsin, they have, for 
the present, done a neat hatchet job of 
socialism and command economics. Kus 
sian hyperinilaticn has re-kindled some 
hopes in the minds of the countless 
Bengalis aghast at the treatment meted 
out to Mar.y’s magnificent .social dyna¬ 
mics. The circumstances nonetheless re¬ 
main dicey. A quarter of a century ago. 
Mao’s China was a major stirrer of 
Bengali emotions The degaieracy of that 
land info so called market socialism has 
once more pul out the candles The Indian 
Constitution aid the relationship it adum¬ 
brates between the centre and the consti¬ 
tuent states make it well-nigh impossible 
for a state tostrikc out on a cxiurse of in¬ 
dependent economic development. This 
had for some while provided grist to 
Bengali polemics. Unfortunately, the war 
against iniquitous centre-states relations 
cannot be pursued with the same vigour 
as in the days of yoie; to do so would be 
to offer objective help to the monkey 
brigade < .'d thc Vishwa Hindu Rarishad. 
bver since t.Ss disinissal of the BJP 
governments in the ious .Aiyavaria stales, 
that party has discovereo some pristine 
virtues m the slogans coined V<esi 
Bengal’s Left Front pertaining to centre- 
states relatioiE; the Bengalis necessarily 
have to increase their distance from the 
slogans. Theic are other impediments to 
ladicalism. The next logical step in land 
reforms, co operative agriculture, is, it 
seems, a bit too much for the naiurally- 
divisive Bengalis. lYecentralisation ot 
power in the aiuniryside through the pan- 
chayats has a certain attraction, but how 
far can power go without finances, which 
are tightly held by New Delhi. In any 
event, the centre’s revisionist policies have 
cast a r-“‘ thf process of economic 
growth in iheentire country; West Bengal 
is only a spec, the millions of its un 
employed do not quite know which direc¬ 
tion to turn; they ihereloie turn to wat¬ 
ching the gyrations of the Sri Devis and 
the Divya Bharaiis, the lowest common 
denominator bringing India together. 

True, the Bengalis once used to boast 
of their poetry and literature and theatre 
and cinema. The bulk of ihe beitei genre 
of poetry in Bengali is however now being 
composed in Bangladesh, which has also 
graduated as being the epicentre of more 
serious research on the problems of Bengali 
language and historiography. The richness 
as well as the elegance of the Bengali as 
spoken in Bbngladesh are of a much 
superior catefpry compared to the stylised 
palou of Calcutta and West Bengal. Even 
Tagore songs, the supposed summum 
honum of Bengali sensitivity and sophisti¬ 
cation, are sung with immeasurably 


greater splendour in Bangladesh. The 
Bengali species of Ihe cinema verite has 
lost out to the Shabana Azmis and the 
Om Puris of Bombay; even the later 
Satyajit Ray films, while they would win 
national and international accolade, 
would bomb in the box office. Making a 
serious film in Bengali is now out of the 
question unless government subvention is 
made available. Utpal Dutt is gravely ill, 
Sambhu Miira has gone into sullen hiber¬ 
nation, the rest of the Bengali stage is little 
to write home about, except perhaps some 
occasional pyrotechnics from Tapas Sen, 
the lighting genius. Bengali journalism, 
what is the point of mincing words, has 
reached its nadir; its instinctive dislike of 
socialism of any variant has pitted it 
against the Ix-ft Front; almost each jour¬ 
nalist feels himself engage; since ihc 
faction-ridden Congress party has little 
future in the state. Ihe Journalists cling to 
their wild fantasy of a Queen Buadicea 
of most suspect credentials teaming up 
with the Hindu fundamentalists to usher 
in a new millennium. The fare served by 
local radio and television is the last word 
in illiteracy; it has been rendered more so 
by its contents being decided by an equally 
illiterate bureaucracy in New Delhi. 

It would be idle to pretend that, given 
this milieu, eithei a jicople or their govern¬ 
ment would think great thoughts or dream 


great dreams. The Bengalis in West Bengal 
cannot quite envisage what the future 
holds for them; they have also lost the 
confidence to proffer that they will build 
their own future. They therefore either 
lake recourse to exercises in nostalgia, 
such as were witnessed a couple of years 
ago centring round Ihe tricentenary cele¬ 
brations of Job Charnock’s Calcutta, or 
indulge in frivolities such as over the 
Bengali calendar entering a new century 
or West Bengal being given a new name. 
All such indulgences are escapes from 
reality. There is .something overwhelming¬ 
ly symbolic in the moral stance of a social 
science reseaich unit in Calcutta. It has 
on its roll an enviable number of Hrst rate 
economic analyst.s, vastly read historians, 
perceptive sociologists and outstanding 
political sciemists. They however hold in 
total disdain contemporary issues and 
problems, nor are they prepared to engage 
themselves in serious research concerning 
any aspects of Wfest Bengal’s—or India’s— 
future. They believe in post mortem ex¬ 
plorations. but only if the corpse is at least 
one hundred and fifty years old. 

Nothing specific about this necrophilia, 
it is a disease which has assumed epidemic 
form in the state. Whether, in the epoch 
of Asoka, these particulai tracts were 
known as ‘Banga’ or ‘Bangal’ is a dead¬ 
end debate which illustrates the disease. 
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NEW DELHI 

Double-Talk on EFF 

BM 


While within the country the government has been trying to give 
the impression that in view of the high level of foreign exchange 
reserves and the general success of the economic reform 
programme it was no longer in a hurry to negotiate an EFF 
arrangement with the IMF, finance minister Manmohan Singh’s 
principal task during his recent visit to Washington was to 
convince the IMF of India’s need for an EFF credit and to clear 
the way for formal action for securing it. 


THE Congress(I) governmeni at the cen¬ 
tre has survived fairly easily what should 
really have been a trying budget session 
of parliament. This has happened in spite 
of the intense factional tussle within the 
ruling party a stark display of which was 
found at the Surajkund session of the party 
midway Ihrotigh the parliament session 
and which has not since looked like sub¬ 
siding in spite of the crude effons of the 
dominant faction to assert its .supremacy. 
The flow of foreign credits and direct in¬ 
vestment has become uncatain and the 
government’s foreign support base is often 
seen to be woWrIy. If the mmority govern¬ 
ment has still survived, it is bemuse the 
opposition parties in parliament are also 
afraid of the government ftiliing, which 
would result in the holding of general elec¬ 
tions and testing of the mettle of these 
parties. In tbeclosing stages of the budget 
session, the opposition parties did com¬ 
bine behind the motion for the impeach¬ 
ment of justice Ramaswamy. Though the 
position of the ruling parly on this issue 
was very awkward, the opposition parties 
still faiM to secure the passage of the mo¬ 
tion. To frustrate the opposition bid the 
ruling party leadership was willing to risk 
the odium of shielding those in high 
places found to indulge in financial mal¬ 
practices. 

A necessary concomitant of this state 
of affairs is hat while the government’s 
political and moral authority is getting 
weaker by the day, there is allround 
deterioration on all fronts—economic, 
social and political. While speculators and 
black money emcrators are mling the roast 
in the market, infrastructural bottlenecks 
aie worsening. Crime is on the rise. While 
chauvinistic postures ate struck with the 
locus on Pakisun, the readiness to suc¬ 
cumb to G7, particularly the US. pressures 
is becoming palpable. It is not surprising 
that the government is being called upon 
to take satisfaoory measures in advance of 


foreign credits being disbursed even after 
they may have been sanctioned. Similarly, 
foreign investments are being held back 
even' after they may have been approved 
so that the investors’ conditions and terms 
are fully and speedily implemented by the 
government. In this process the govern¬ 
ment has become more vulnerable to 
foreign pressures. Witness the agreement 
to provide sovereign guarantees for high 
returns on foeign investment and the en¬ 
couragement of multinational corpora¬ 
tions to take over even existing Indian 
business enterpri.ccs, in both the public 
and private sectors. Witnes also the ap¬ 
plication of the Special 301 clause of the 
US trade law and the lackadaisical res¬ 
ponse of the government. 

The issue of so-called trade-related in¬ 
tellectual property rights and amendment 
of India’s paent law to enable multina¬ 
tional corporations to extract super pro¬ 
fits from the sale of products under pa¬ 
tent protection in such areas as drugs and 
processed foods is becoming an increas¬ 
ingly contentious issue. The US administ¬ 
ration has queered the pitch by again in¬ 
voking Special 301. The US has already 
withdrawn prefcrenlial tariffs for some 
Indian goods exported to die US. Com¬ 
merce minister Pranab Mukerjee has 
stated that thegovemment’s stand was not 
to engage in blateral negotiations with the 
US but to negotiate the issue of intellec¬ 
tual property rights under the GATT. 
However, as a sutement signed by as 
many as 250 MPs last year had pointed 
out, “the worst aspect of the GATT 
Agreemenl/Heaty is that the role of 
parliament in law-making will be substan¬ 
tially curtailed”. The MPs had therefore 
demanded that ”to protect the sovereign¬ 
ty and dignity of the Indian people and 
parliament, we seek that the government 
place a resolilion to reiterate the need for 
the ratification 1^ parliament of interna¬ 
tional treaties entailing the introduction 


of new legislation and wholesale amend¬ 
ment of existing legislation and incurring 
financial costs. This will ensure the Indian 
people and parliament that the debate at 
the GATT treaty ratification stage will not 
be a mere formality!’ 

There is clearly need for working out 
the government’s approach in the GATT 
round as well as on Special 301. The 
government cannot remain content with 
procedural objections to Special 301 and 
let a clear enunciation of its policy on in¬ 
tellectual property issues go by default. 
There are serious misgivings that the 
minority government might succumb to 
pressure surreptitiously in closed-door 
negotiations not only under GATT but 
also bilateraly with the US. 

The government’s position on seeking 
fresh financing from the IMF too has 
been ambiguous. Before the finance 
minister went to the just-concluded 
meetings of the IMF and World Bank at 
Washington, there was excited talk that, 
with the rise in foreign exchange reserves, 
it may no longer be necessary to go for 
a loan under the EFF with its stiff condi¬ 
tionalities. The idea obviously was to 
create the imixession that the government 
had regained its initiative to bargain with 
the foreign creditors and the international 
financial institutions. The same message 
was sought to be conveyed by the asser¬ 
tion, repeatedly made, that the phase 
of crisis management of the economy, 
especially on the external front, was over. 
All this was intended to impress public 
opinion in India when the government’s 
political credibility had touched an ex¬ 
tremely low level and the truth came out 
in Washington that the government’s re¬ 
quest for an EFF loan of $ 9 billion over 
a period of three years has been pending 
before the IMF management for con¬ 
sideration for quite some time, in fact as 
an extension of the stand-by credit ar¬ 
rangement. Oie of the tasks before Man¬ 
mohan Singh in Washington was to ex¬ 
plain the governments need for this credit 
and clear the way for formal action for 
securing it. There is much satisfaction in 
finance ministry circles that the managing 
director of the ImF responded favourably 
to this position. When the deal on the 
EFF is clinched is, however, something to 
be watched. There is going to be an inter¬ 
val between the drawal of the final instal¬ 
ment of the stand-by credit of $ 2.3 billion 
and the sanction for the EFF loan. Such 
a gap was not originally envisaged and the 
$und-by credit was to be smoothly con¬ 
verted into the EFF. Something hw ob¬ 
viously gone wrong. Snags have evidently 
develops in the implementation of the 
IMF-stipulated reform programme. 
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The IMF-W>rld Bank combine, it ap¬ 
pears wants India in a corner where there 
is no scope for any deviation from the 
combine’s standard policy prescriptions. 
This position appears to have emerged 
after the review of the government’s per¬ 
formance carried out by an IMF team in 
March this year. A probation period has 
evidently been specifted for the govern¬ 
ment before negotiations for the EFF loan 
can be resumed, probably early next year. 
The World Bank, working in concert with 
IMF, may also sequence on the same basis 
the disbursement of its own loans as well 
as the loans it arranges from foreign 
governments on a bilateral basis. The an 
nual meeting of the Aid India Consortium 
in June or July this year may thus pose 
ticklish problems for India's aid diplo¬ 
mats. How far the government can go to 
satisfy the conditions laid down by foreign 
creditors and investors when it is on slip¬ 
pery political ground domestically is a 
moot point. 

It has been noted in this context that 
the government had to buy the smooth 
passage of the finance bill through parlia¬ 
ment by pandering to a wide variety of 
vested interests. The once-aggressive 
economic reformers in the government 
have lost much of their elaa The govern¬ 
ment hau found it necessary to give away 
as much as Rs crore at the time of 
the presentation of the t— ’ **1 for 1993-94 
and follow this up with an additional 
concessions of Rs 429 crore beiore the 
passage of the finance bill could be 
secured. 

The inconr tax exemption limit has 
been raised from Rs 28,000 to Rs 30,000, 
the earlier categoric stand of Manmohan 
Singh against such a change notwithstan¬ 
ding. In addition, the ceiling on tax 
deductions in respect of dividend and in¬ 
terest incomes has been raised from 
Rs 7,000 to Rs 10,000. The notion of 
widening the social base ol direct taxes has 
been found to be too difficult to enforce. 
The Suosidy on phosphatic fertilisers, 
abolished at the time of presentation of 
the budget, has been reintroduced to buy 
peace with the farm lobby, in particular 
the Apt Singh faction in the Lok Sabha. 
The raising, step by step, of the output 
limit for excise duty exemption for small 
industry units from Rs 7.5 lakh to Rs 30 
lakh is anotha case in point. Adjustments 
in customs duty have had to be made in 
response to business interests engaged in 
import-intensive manufacturing. It is not 
surprising that the sharp bearish pressure 
on the stock markets has .somewhat eas¬ 
ed after the passage of the finance bill. 
Manmohan Singh’s assurances thai he 
would implement the Chelliah commit¬ 
tee’s report on corporate taxation in the 
course of the current year itself seems to 
have had an impact. That Raja Chelliah 
has seen inducted into the finance minis¬ 


try as fiscal advisor with the rank of 
minister of state is intended to add sveight 
to these assurances. 

Reduction in the fiscal deficit of the 
government from 8.5 per cent of GDP 
when the reform programme was launch¬ 
ed to 6.5 per cent at the end of 1991-92 
and 5 per ceia in 1993-94 is, however, a 
critical parameter on the basis of which 
the IMF/Worid Bank keeps a close watch 
on the government’s performance. The 
first year, 1991-92, saw a strong fiscal cor- 
tection by halting of all development and 
sharply deflating the economy. Last year, 

1992- 93, when the government was found 
to be lagging behind in the reduction of 
the fiscal deficit to the agreed level, the 
IMF actually withheld the release of an 
instalment of its stand-by credit. The 
government subsequently made good (he 
deficiency and the How of IMF and World 
Bank cr^its was resumed. The problem 
is that (he default in respect of achieving 
the fiscal deficit target in 1992-93 and 

1993- 94 has now become glaring. While 
the government is unwilling to raise ad¬ 
ditional revenue to meet its current expen¬ 


diture; it is also finding it difficult to con¬ 
tain the increase in expenditure. This is at¬ 
tributed to the political coietraints which 
the minority government must reckon 
with in order to survive The government 
no doubt hopes that the World Bank/IMF 
combine and its political masters will ap¬ 
preciate this position and allow greater ac¬ 
commodation in implementing the agreed 
structural adjustment programme It will 
be interesting to watch how far this hope 
fructifies. The fact must be reckoned with 
that while the IMF/World Bank may con¬ 
tinue to give assurances in public of full 
support for the government, the actual 
bargaining is bound to be tough. Signi¬ 
ficantly in this context, IMF/World Bank 
spokespersons have been onphasising that 
India’s foreign debt has already reached 
a high level and that India’s extemai finan¬ 
cing needs wilt now have to be met by 
‘non-debt’ financing, a euphemism for 
foreign direct investment. Hence the stress 
in policy adjustments may be expected to 
shift to facilitating the operation of 
multinational corporations on specially 
favourable terms. 
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KASHMIR 

India Turns Clock Back 

Gautun Navlakha 


TVie decisha to impose army rule in Kashmir, in effect if not 
formally, represents a tragic turn of policy, as much for India as 
for the people of Kashmir. Step dy step the government has been 
moving in precisely the direction which the BJP and the Hindu 
chauvinists have been urging it to take. 


IF thegovenmcnt of India was toying with 
the idea of pieparing the grounds for a set¬ 
tlement in Kashmir, the oercise was aborted 
even before it was tried out smiousiy. The 
much trumpted appointment of former 
amv chief K V Krishna Rao as governor on 
March II akmg-with a new team of advisors 
and a shake-up in the senior echelons of the 
security forces was supposed to signal this. 
This was to be accompanied with a finan¬ 
cial package of nearly Rs 1,000 crore to tide 
over the liquitf ty crunch faced by the state. 
It was believed that such a packa^ will help 
revive economic activity and thereby break 
the vicious cyde of ctirfew/bandh. The thud 
element of the new initiative in the state 
comprised granting amnesty to ail those 
against whom there are no serious charges, 
and who may be willing to give up terrorism 
as a vehicle to seek ledressal of political and 
other grievanres. 

The nnanckl package b the relatively 
easier issue to asotve But the administrative 
shake-up took some time to initiate. Thb in¬ 
dicated sharp dfferences in decision-making 
circles hetmea those espousing continuing 
the militaristic line a^ those who give 
relatively more weight to adminblrative- 
political initiatives. Some of the steps that 
are still being talked aboit, albeit with 
far less conviction, become mportant. Re¬ 
establishment of the adminisfeative structure 
to make it not only functional but respon¬ 
sive to the needs of the people^ checks and 
balances to end the excesses of the security 
forces and provision of avenues fat the peo¬ 
ple to ventilate their grievance are some of 
the sttggestiom that were bandied about. 
Any enlightened govenuneni would consider 
the above measures as part of its normal 
functioning. However, coercion has been the 
central plank of the goverianent’s polrey 
towards Kashmir. And the slightest move 
away from thb has been comidered a dilu¬ 
tion of the government’s commitment to 
fight ‘secessionbm’. As a matter of fact it 
b thb approadi that has ensured a ground- 
swell of support for militancy, which touch¬ 
ed new heightswhen Jagmohan entered the 
valley in January 1990. 

There are^ however, indicaliont of a vvider 
wUlingncis to question the cxbting policy 
towards Kashmir. Pint, after December 6 
and the pogroms in Bombay^ Bhopal, Surat. 


etc, the Sangh ’parivar’ has lost some of its 
gloss. Thb is reflected in the etpose of the 
temples-have-bcea-destroyed-in-Kashmir lie 
pcdidled by Sangh ‘parivar’ by some large 
circulation newspapers and journals. For 
three years neither the government nor the 
media had bothered to investigate this mat¬ 
ter. 'niis was an important prepaganda issue 
raised by the BJP during twoelections. Se¬ 
cond, it b no longer possible to whitewash 
the communal prejudices of the security 
forces and the administration A section of 
the inielligentsb b willing to discuss and give 
sympathetic hearing to allegations against 
the security foices who are no longer treated 
as sacred cows. Third, international pressure, 
in the shape of criticbm of India’s dismal 
human rights lecord as well as of proposqis 
from India’s international creditors for 
resolving the India-Pakistan dispute over 
Kashmir, have compelled the government to 
appear to be moving toward: political in¬ 
itiatives. The statement of the US deputy 
assistant secreury of state. John Maiott, to 
a US Congressional Sub-committee that 
“^ny solution... must take into account tire 
views of the Kashmiri people themselves” 
and that the US is willing to act as a 
mediator are the strongest possible hinu of 
the US administration’s intentions. In thb 
connection, the recent discussion on Kashmir 
organised by the Rajiv Gandii Foundation 
may be tagged as a semi-official exercise 
undertaken by Indian and USacadcmics and 
other former officials, pointing towards a re¬ 
thinking in some sections of the government. 

Hardline approach 

However, wide one weloonres any lessening 
of the terror under which Kashmiris have 
been compelled to live, be it through an ad- 
minbtrative teshuffle or restoring the 
primacy of the civil administration, there is 
need to be cautious. For one, it is high time 
it b acknowledged that anti-India sentiment 
has hardened in Kashmir. Thb cannot be 
brushed aside as the result of a Mtbtani 
conspiracy and disinformadon spread by 
militants. Militancy b indeed only an expres¬ 
sion of alienstion and anger. Fbr another, 
whatever sensitivity the government of Imtia 
has shown towards human rights violaiiont 
in Kashmir has been direcUy related to 


outside pressure: Ihigically, US and western 
preoccupation with 'Islamic fundamenta¬ 
lism’ spreading across the Central Asian 
Republics dilutes the pressure on India for 
complying with constitutional and interna¬ 
tional norms of civilised behaviour, irrespec¬ 
tive of whether Kashmiris are considered 
citizens or enemies. 

The noticeable thaw in some sections of 
the Indian intelligentsia is matched by a 
hardening of positions in other circles. Hard¬ 
ly a voice is heard in pmlianrent protesting 
the disempowormem of Kashmiri people or 
denouncing the repression there. In the 
event, the recent decirion to hand over opera¬ 
tional control of Kashmir valley to the army 
is an unmistakable sign of a step up in the 
militarisation of the valley. 

Officials claim that the deebion to hand 
over the valley to the corps commander 
J and K, Lt-Oeneial Surinder Nath, and 
Srinagar to the BSF was to get around the 
problem of co-ordination among the securi¬ 
ty forces. However, the decision was accom¬ 
panied by deployment of additional two 
divisions by the army in the valley for 
ground level operations, including cordon 
and search operations. What is more, while 
the advisor to the governor, Lt-General Zaki, 
will co-oidinste security measures, day-to- 
day control will be exercised by the corps 
commander who now takes wer the overall 
command of all operations. All but in name 
Kashmir valley is under military rule: At the 
same time, a so-called multi-media cell in 
New Delhi which b headed by a senior 
bureaucrat has proposed banning publiaation 
of ‘ptovocati^ statements and visual 
material by ‘outlawed’ organisations. It is 
argued that tbs will curb the influence of 
the ‘secessionbts’ over the Kashmiri press. 
This is only a convoluted way of bringing 
the Kashmiri press to toe the government of 
India’s line It b instructive to note that these 
changes are all in line with the demands 
voiced by the Sangh ‘parivar’. 

Officiab claim that the hardline approach 
towards militancy has shown itself to be suc¬ 
cessful. They bonfide’ that militants are on 
the run and some of them are suing for 
peace. The ’success’ of Punjab is flaunted 
to buttress the claim that the same can be 
achieved in Kashmir. This, in any case; was 
also the thrust of the Punjab chief minister 
at the Faridabad AICC session when he 
argued against any dialogue with the 
militanb or any relaxation of the repression. 

The government of India has all along in¬ 
sisted that India is fighting a proxy war in 
Kashmir. In turn thb leaves the govenunent 
undecided dxxit the status of the Kashmiris, 
i e, are they to be considered citizens or not. 
All avenues for redressal of grievances have 
bran closed, reports of excesses of security 
forces are routineiy dbmissed as dbinfonna- 
tion. and the constant harping on Pakbtan 
and Islamic fundamenialbm lends credibility 
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to the view held by Ibidiiiiiris that it is their 
Muslimness that scu them apart, indeed this 
perception has gained ground with the 
demc^tion of the Babri Masjid and the 
anti-Muslim pogroms across India, it is this 
psychological and emotional state that has 
pushed the donand for self-determination 
to the forefroit. 

Ethnic Cleansing? 

While the gowernment’s response is to sup¬ 
press this by force, more chauvinistic 
elements within Indian society have been 
going a step further by demanding ‘demo¬ 
graphic Indianisaiion’ of the valley, which 
means settlement of Hindus there. This in¬ 
sidious demand remains on the agenda of 
the RSS ‘parivar’ and was confirmed by the 
RSS rally in Delhi on November 8 last year 
where the demand was made for settling 
retired defence personnel belonging to Dogra 
community in the valley. 

As if this vias not enough, union home 
minister S B Qiavan informed parliament 
on February 26 and March 1 that the govern¬ 
ment has ‘offered’ the Kashmiri Pandits a 
‘safe zone’ in any part of the valley of their 
choice: Since a section of the Kashmiri 
Hindu refugees have, been demanding a 
‘homeland’ for the Kashmiri Puidits north 
and east of Jheium, i e, covering more than 
half of the valby, it is implicit in the govern¬ 
ment’s offer that they are moving towards 
vivisection of Ak valley along religious lines 
just as demandsd by a section of the Kashmiri 
Pandits. There is another danger in this 
^ffer’. Since ‘Hindu!va’ is described as the 
sine qua non of indianness, the union home 
ministry’s ‘offer’ could well become the first 
step toward realising some son of ^Knic 
cleansing’. Little by little the government is 
showing that its understanding of the 
Kashmir problem and solution are not very 
different from that of the Sangh ‘parivar’. 

in the last .18 months the wi^pread 
repression has affected every section of the 
population in the valley. For instance, it is 
known that for every militant arrested, more 
thim 20 persons are ‘imerregated’. Out of 
those arrested, how many have been arrested 
for being terrorists, and how many for the 
vague charge of ‘abetment’ is not known. 
Also not known ate the routine arrests, tor¬ 
ture and ‘deaths in cross-fire’. Reports of 
custodial deaths under ‘Operation Tiger’ ate 
legion by now. Even senior serving officers 
express helplessness when approached with 
individual cass of those raped or missing. 
They frankly aiy that they have no jurisdic¬ 
tion over the security forces. This writer has 
personal experience of approaching the 
minister for internal security with a list of 
S3 persons arrested since 1990 and whose 
whereabouts are unknown despite the high 
court serving notices on the authorities. 
Nothing has been heard of from the minister. 

Ait allegations of rape are dismissed as 
disinformation by the militants to malign 
and demoralis the Indian security forces. 


The havoc wrought upon the people of 
Sopoie by the BSP saw them refusing to 
accept the compensation offered by the 
government. The burnings and killings at 
La] Chowk in Srinagar which resulted in 280 
deaths have been forgotten by the administ¬ 
ration. The inquiry headed by the divisional 
commissioner of Srinagar ws boycotted by 
the people. The mysterious killing of H N 
Wanchoo, trade unionist and human rights 
activist in the valley, who had meticulously 
compiled the list of custodial deaths, and the 
assassination of Abdul Ahad Guroo, a 
leader of the JKLF, raise disturbing ques¬ 
tions about thr role of the security forces. 
And now the death in BSF custc^y of a 
J and K policeman has brought out the 
ground reality of *us’ and ‘them*. 

From Bad to Worse 

Ail in ail. the governmmt of India is 
caught in a web of its own making by 
stonewalling every possibility of a solution 
within the bounds of the Indian Constitu¬ 
tion in the past and persisted with its policy 
of singling out militancy as the main issue 
to be tackled. The government’s refusal to 
talk to anyone without first giving up arms 
amounts to adcing the Kashmiri people to 
surrender to the Indian government’s diktat 
before negotiations can begin. Ground reali¬ 
ty in Kashmir is that the donand is for a 
referendum and after the sacrifices of the 
last three years, there is a sulen determina¬ 
tion that there will be no turning back. The 
impasse thus created suits the purpose of 
those sections in India who acMicate strong- 
arm methods as the only way out. But more 
than three years of trying to stamp out 
rebellion ha.s only seen it grow. While nor¬ 
mal life is completely dislocated, the only 
link the valley now has with India is the 
Indian military presence. From postal ser¬ 
vices to tax collections and from the local 
administration to the judidary, nothing 
functions anymore: The naatre of present 
link which pits Indian army against Kashmiii 
people leaves Kashmiris with no option but 
to Ik convinced that their very survival is 
at stake: Even if militarily India is in control 
of Kashmii it has lost it in every other way. 

One cannot fault Pakistan for taking ad¬ 
vantage of the discomfiture of the Indian 
government. Soon after thwarting the third 
attempt at crossing the line of control, 
the Pakistan government reminded India 
about its increasing difficulty in preventing 
Kashmiris from crossing the line of control 
and appealed to UN to prevail on India to 
realise the gravity of the situation and to 
move to resolve the dispute. The Indian 
government has shown much enthusiasm for 
involving outside powers by complaining 
about nkistan and lately lobbying to have 
the US declare Pakistan as a ‘terrorist state*, 
internationalisation is thus in-built in the 
Mtuation, no matter how India and Pakistan 
look at Shimia Pact. 

Consequently, after more than three yean 


as the sittiction turns from bad i6 worse, the 
cost of maintaining Indian control will rise 
in terms of men and material. There are no 
longer any escape routes available in the 
form of elections or appointments of poli¬ 
tical advisors so long as the main issue of 
alienation is sidelined. Polky-mafcers are 
unable to comprehend that popular support 
for militancy refuses to decline because there 
is no solution in sight which comes anywhoe 
close to popular aspirationi 
Enlightened self-interest, therefore, 
demands that the government withdraw the 
cane blanche given to the security forces and 
prosecute the personnel of the security forces 
as well as the administration for crimes com¬ 
mitted. If the fttkistani army can sentence 
to death an aimy major and send 13 others 
to life imprisonment for the killing.s at Ikndo 
Bahawal (Sind) last June, what makes the 
Indian security forces so special that they 
have to be treated with kid gloves? It should 
also be clear by now that militancy must be 
fought politically by weakoiing (he bond 
between the masses and the militants. Unless 
justice is provided, fear and distrust will not 
end and support for militants will continue. 
Thus dismamfng the regime of terror is the 
precondition for any solution. This alone 
will re.store the political process and allow 
healthy contention between divergent objec¬ 
tives of various political groups within 
Kashmir to come to fore. This would also 
help preparations towards organising a 
trilateral conference among the governments 
of India and Paki.stan and Kashmiri leaders 
essential for lesolving the issue 

There is an urgency behind this, it needs 
reiteration that chauvinism and ami-Muslim 
prejudice all o\er India found sustenance in 
lies about destiuction of temples in Kashmir 
or in ignorance of the facts of Kashmiri 
Pandit migration from the valley which ac- 
lually accelerated after Jagmohan took over 
in January 1990. This should act,as a 
reminder that if the policy of attrition is not 
rolled back, the consequences point in the 
direction of a xenophobic build-up which 
will pave the way event uatly for ‘demo¬ 
graphic Indianisation'. 

In some ways lime is propitious for a new 
tack. Not leas! because Ihe organised face 
of Hindu chauvinism in India can easily be 
put on the defensive Also international 
pressure on India to take corrective measures 
is bound to mount because of the US- 
western preoccupation with the spread of 
Islamic fundamentalism. The joint US- 
Russian ‘study mission* contends that “US 
and other western countries are wary of 
Kashmir's potential to explode into large- 
scale war and its entanglement with the 
spread of Islamic extremism”. In that sense, 
the attempt at foisting leaders and striking 
deals with Farooq Abdullah deserves notice 
insofar as even the National Conference has 
been compelled to denounce state terrorism 
and has demanded that Amnesty Interna¬ 
tional be allowed to visit Kashmir valley. 
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Panchayati Raj and Early \^mings 
of Disasters 

Jaine« Manor 


Panchayati raj institutions are not only a virtually foolproof 
source of early warnings about potential calamities, but also an 
effective means of ensuring that such warnings do not go 
unheeded. 


1 

JEAN DREZE, Amartya Sen and others 
have rightly called our attention to the role 
that a free press can play in providing early 
warnings of drought, flooding, food shor¬ 
tages, and outbreaks of disease which can 
mushroom into full-scale calamities if left 
unattended.' Indian journalists have 
repeatedly distinguished themselves on 
this front, but their counterparts in most 
of Asia and Africa are too constrained by 
government controls to achieve much. 

All of this deserves to be stressed in 
order to encourage other nations to follow 
India’s example, but we also need to pay 
attention to Indian journalists’ own view 
of their effeoiveness at providing early 
warnings. Reporters in northern Karna¬ 
taka, some of whom have raised the alarm 
when calamities loom, stress two points. 
I'irst, they are acutely aware of their own 
limitations as sentinels. Second, they 
believe that strong panchayati raj institu¬ 
tions of the kind that exist^ in Karnataka 
between 1987 and 1991 provide a far more 
reliable .source of early warnings than 
journalists caa They emphasise, however, 
that such institutions can only be effec¬ 
tive if they am strong. This latter point is 
immensely important just now, as various 
state governments are preparing legisla¬ 
tion to bring their panchayati raj systems 
into line with the new constitutional 
amendment. 

11 

The journalists argue that their condi¬ 
tions of employment make it difficult for 
them, and for their counterparts in other 
regions of India, to serve as a dependable 
early warning system. Most reporters in 
northern Karnataka, much of which is 
prone to droughts and outbreaks of 
related illness, are stringers for Bangalore 
newspapers. Stringers receive around 
Rs 2S0 per menth, which means that they 
can only give part of their time to the job. 
The nci^ to commit themselves to other 
employment makes it difficult for them 
to move very far or very often outside the 
district headquarters towns. Since most of 
them have— at best—a motor scooter for 
transport and no allowaiKe for hiring 
other vehicles, their ability to roam wide¬ 
ly within their districts (some of which are 
very large) is further limited. 


This seriously undermines their effec¬ 
tiveness at discovering and investigating 
emerging calamities, most of which arise 
in rural areas far from the main towns. 
Even the representatives of the Deccan 
Herold/Prajavani newspaper group, \* ho 
aie proper 'staff reporters’ with full-time 
salaries, have difficulties with transport. 
Given this and the fact that most pub¬ 
lishable stones emerge from the district 
headquarters, reporters tend only rarely 
to venture into the remoter parts of their 
districts. 

These jourixilists also tend not to look 
beyond the boundaries of their districts, 
since by doing so, they trespass on the 
bailiwick of a colleague working for the 
same newspaper. This causes yet more 
problems, since the full seriousness of a 
drought or an outbreak of disease may 
only become apparent when district 
borders are cio.sse<l. Only one journalist 
in the whole of northern Karnataka, 
M Madan Mohan of The Hindu, is 
encouraged to range over more than one 
district as part of his normal routine. This 
has made it possible for him to deliver 
early warning on several occasions, but 
he still insists that the press does not 
provide a satisfactory safeguard against 
disasters. The editors of other newspapers 
very occasionally encourage their field 
representatives to erdss district borders, 
but they also stress the inadequacy of this 
as a source of early warnings.^ 

There are of course local papers in most 
districts, ustally in the headquarters 
towns, but thty do little to strengthen the 
watchfulness of the press. Most of them 
tend to print revised versions of stories 
taken from larger papers published in the 
state capital, together with a few unadven¬ 
turous local reports. Some exist mainly to 
extort money from prominent local peo¬ 
ple. ty threatening to publish embarrass¬ 
ing stories about them, but many are too 
under-informed even to accomplish that. 
One well-informed source insists that 
most of the 36 newspapers published in 
Mysore district lack the resources even to 
have learned of an event such as the re¬ 
cent atrocity against scheduled caste peo¬ 
ple in Nanjangud taluk of that district, 
until they read about it in papers publish¬ 
ed in Bangalore—and Mysore has a tar 
livelier press than most districts in noi- 
thern Karnataka. 


There are exceptions to this uninspiring 
picture, local newspapers and reporters 
that have good enough connections to get 
wind of a drought or flood or outbreak 
of disease. But reports on such things in 
district newspapers tend not to produce 
action from civil servants at the district 
level. For that to happen, the stories must 
appear in papers published in the state 
capital, since it is there that district-level 
officials’ .superiors, who have the power 
to censure them, sit. 

Even when bureaucrats are directly in¬ 
formed by citizens of impending cala¬ 
mities, they do not invariably take quick 
action. A press report on the recent 
drought in Malkangiri district of Orissa, 
for example, aated that an elder from one 
village in winch about 25 families were 
starving had alerted the authorities early 
on, but despite this, no official had visited 
this and neighbouring villages for three 
months.' Journalists in northern Karna¬ 
taka say that to ensure that such alarms 
receive prompt responses, some means 
must exist to put political pressure on avil 
servants. Dre/.e and Sen have also made 
this point. 

We might expect sure legislators to play 
a role in informing higher authorities 
about emerging calamities and in pres.sing 
for action. But reporters argue forcefully, 
with abundant illustrative examples, that 
most MLAs spend too much time outside 
theii constituencies, politicking in the 
state capita] or elsewhere, to do this ef¬ 
fectively. These journalists regard them¬ 
selves as far more dependable watchdogs 
than legislators. 

There was a time, many years ago, when 
political parties—especially the Cong¬ 
ress-had organisations in the districts 
that were sufficiently strong and penetra¬ 
tive to function well as information- 
gathering instruments. But the decay that 
has overtaken the organisations of most 
political parties in recent times makes it 
impossible for them to provide much in 
the way of early warnings. Reporters have 
even less faith in party workers than in 
civil servants or legislators. 

Ill 

These same reporters argue convincing¬ 
ly that this unhappy state of affairs chang¬ 
ed dramatically when strong panchayati 
raj institutions—zilla parishads and man- 
d^ panchayats—exist^ in Karnataka bet¬ 
ween 1987 and 1991. 

Before the creation of these institutions, 
the main occasion at which legislators and 
bureaucrats conferred on cronditions in 
rural areas was the meeting of the district 
development council, every three months. 
Information at these meetings mainly 
flowed in one direction, from the deputy 
commissioner to the MLAs. The legis¬ 
lators made a few representations which 
had been passed to them by prominent 
constituents, but they mostly asked the 
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f DC questions about how things were and 
f what was being done at the grassroots, 
and he (or occasioiuliy she) would brief 
them Reporters who obserWd these en 
counters may have doubted the extent ot 
their own undentanding of the rural 
seme, but they knew enough to recognise 
both that the deputy commissioner’s 
responses were ‘cursory’ and that most 
MLAs were too ill informed to see how 
inadequate ha comments were. One result 
was that the drought relief programme in 
those days ensied mainly on paper 

lournalistsdo not judge the MLAs too 
harshly for their ‘blissful lack of 
awareness Their constituencies are, after 
all, quite large A sizeable district like 
Uharwar, for example, has only 1^ legis 
lators with rural constituenaes And long 
absmccs in Bangalore (an overnight 
journey from Dharwar) ate an occupa 
tional necessay for these MLAs 

When the I^chayati Raj Act came into 
force, however, things changed The zilla 
panshad had 58 detied members, all liom 
rural areas Snee nearly all of them lived 
in their constauencies, they kept in touch 
not only with ordinary villagers but with 
members of the mandat panchayats who 
in Dharwar distnet numbered no less than 
3.985 (In the entire state, there were 887 
elected members of /ilia panshads and 
35,188 on mandal panchayats ) 

With such good information gathering 
networks in their much smaller consti 
tuencies, /illa panshad members were ex 
tremely well versed on conditions in the 
villages The new act gave them sillficient 
powers and status to encourage them to 
be assertive in council meetings, which 
were always well attended and which oc 
curied once each month * Indeed, they 
were if anything excessively vocal and 
cntical of alleged administrative failures 
Press reports from across the state are lit 
tered with references to 'stormy sessions’, 
‘noisy scenes’, etc, ar these meetings 
Hardened journalists in Dharwar district 
found It ‘thnilmg’ to attend these, not 
least because of the avalanche of infoi 
mation on grassroots problems that 
emerged on nearly every occasion ' 

In these atcumstan.es, civil servants 
and repiesentatives ol Bangalore news 
papers learned early and in great detail 
about water shortages outbreaks of 
disease and flooding in rural arenas The 
formidable powers which members and 
elected presidents of the zilta panshads 
enjoyed gave them the clout to pressuie 
buieaucrats into prompt action, and ins 
piled in them a willingness to badger 
reluctant ofhcials until something was 
done On those rare occasions when a 
president was slow to respond to repoits 
of distress, the strong presence of opposi 
lion parly representatives on the zilla 
parishad (and ti mattered not whether it 
was Janata Dal or Congress(I)) 
guaranteed that he loo would be hounded 
into action MLAs and scmietimes MPs 


(all of whom were nm-voting members^ 
attended monthly zilla parish^ meetings, 
and every three months meetings were at 
tended by a state government minister, so 
that detailed information easily found its 
way to Bangalore, even if it was omitted 
from press repot is 

It IS not suiprising, then, that mofussil 
journalists regard strong panchayati raj in 
slitutions not only as a virtually foolproof 
source of early warnings about potential 
calamities, but as an effective means of 
ensuring that such warnings do not go 
unheeded 

These journalists have, however, issued 
thar own early warning about the future 
of panchayati raj institutions now that the 
new constitutional amendment has come 
into force They insist that these institu 
tions will only be effective at raising the 
alarm about drought, epidemics, flowing 
and the like il elected members are given 
enough powers ovci bureaucrats and spen 
ding to energise t hem I f state-lewl politt 
cians, who are naturally reliartant to erode 
thar own influence, do not extend signifi¬ 
cant power to these bodies under the laws 
now being revised, the n panchayat mem 
bers will become demoralised and passive. 
Larly warnings will not emerge from such 
people The cost in human terms, when 
avoidable calamities strike rural com 
munities, wiB be hig,h 


VLRY few people realise how violent 
Oriya society is m a-vis women This is 
something that uin be easily proved statis 
ticallv with I ne state topping I'l dowry 
deaths which have increased from two to 
63 in the 198"' 91 period Incidents of rape 
have similaity increased from 184 to 285 
by 54 9 per c exit in this period There has 
also been a decline of the female popula 
non in the dbcade 1981 91 Thus, the 
male femali ratio which was 1,000981 m 
1981 has gone down to 1,000971 in 1991 
One reads and hears a lot about the 
keiosene stose accidents’—-which have 
assumed alarming proportions since the 
1980s—resulting in the deaths of women, 
as well a< ol the terror inflicted on them 
in order to extract dowry from thar 
parents .ifter then marriage In this pietx 
we focu I mostly on those who have sur¬ 
vived— given a discourse which allows the 
'golden egg Igying hen’ to live—and one 
case of bride-buining What we present 
are oral testimonies brought before the 


notes 

1 See for example J Dieze and A Sen. ffu/tger 
and PuMk Action (Oxford. 1989), Chapter 
five J Dreze and A Sen (eds), The Political 
tconomy of Hunter. Volume two, famine 
Prevention (Oxford, 1990), especially 
Chapters two and three by Ore/e 

2 I am especially grateful to M Madan Mohan 
of The Hindu, Hubii, E Raghavan, associate 
editor of The Tunes of India, Bangalore, 
M Ahiraj, The Times of India, Hubli, and 
M B Maramkal, The Times of India, Mysore 
and formerly Oulbarga for information on 
these matters, provided in inierviews in Apnl 
1993 

3 UNI report, published in various newspapers 
on April 7. 1993 

4 In addition each zilla panshad had nine 
standing committees which met each month, 
and considerable information on grassroots 
problems emerged there loa The press was 
not imnled to these meetings, as it was lo zilla 
parishad plenary sessions, but news of the 
proeeedings was often passed to leporten by 
members who wanted their views aired more 
widely 

5 These comments are based on discussions 
with dozens of forma presidents and mem 
bers of zilla panshads district level 
bureaucrats and journalists, m Dbanvar, 
Mysore, Uttara Kannada, Mandya, Banga 
lore and Kolar districts The quotation comes 
from an interview with M Madan Mohan, 
Hubh Aprils 1993 


Ulkala MahilaSamiti Fhey shatter patn 
archai myths which seek to situate dowry 
as a girl’s share of parental property, or 
as a daughter’s life insurance policy 
secured by her parents at the time of her 
marriage The case of bride-burning we 
cite IS based on a local newspapet report 
(&im Tunes, Novemba 28,19%) It (elates 
to a Muslim girl and her husband and 
demonstrates the muiti-reiigious nature of 
this phenomenon 

Casel SabiiaSamal(d/oNarayani£nka, 
w/o Rabindia Samal, Palkum, Cullark 
dtstricl) 

When the country celebrated indepen¬ 
dence day lag year (1992), Satnla Samar$ 
day lepiesenied a direa antithesis to it 
Sabita's father, Narayan Lenka, had got 
her marned in July 1991. paiying a dowry 
of fts 28,000 in cash Besidn, some gold 
and silver ornaments and other things 
worth Rs 4g,000 were also given. Narayan 
Lenka, a fire-oonsuble had to sell off his 


Face of Dowry in Orissa 

BiHwamoy Pati 


The demand lor dowry and the harassment of marned women by 
their husbands and m-laws is a multKaste and multi-rehgious 
phenomenon m Onssa Only a strong women’s movement can 
counter this widespread social practice 
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lud Rk Sflbiti'i mttrriate. Sabiia’c hus- 
tMuid, Rririmfei Samal, worked at the 
Bhubaneshwar Development Authority 
(BOA) as a temporary worker. Prafulla 
Nayak (Rabsidra’s brother-in-law), an 
overseer ip die BOA. had helped him 
secure the Jobi llie young bride gM caught 
in a vicious mtwork of dowry and brib^. 
Her husband began to beat her and abuse 
her regularly. He took awi^ all her 
ornaments—after all, Prafulla Nayak had 
to be *paid* for securing him a job, and, 
also to make it permanent. Her parents- 
in-law never intervened to help Sabita and 
she had to go through various things, in¬ 
cluding a session with a witch-doctor. 

After a point Sabita could not uike it 
any more: She was foiced to escape to 
'freedom'. Since her father was posted at 
Kendrapada, she lived alone in their 
village. Ihkiqg advantage of this her hus¬ 
band. a coush of his and Prafulla Nayak 
ransacked thdr house They took away 
Rs 12A)0 and Sabita with thm. Although 
this happened in front of the villagers, 
nobody came to her rescue Sabita was 
taken to Prafulla Nayak’s residence at 
Bhubaneshwar. Then began her trauma of 
August 13, 1992. 

Sabita vras gagged knd beaten by Nayak 
and his two college-going sons. They 
twisted her aims and broke her hand with 
a rod. They mnoved all her ornaments. 
Nayak's lb-year old daughter also joined 
in to give Sabita electric shocks. She was 
forced to sign on a blank piece of paper. 
Finally, a rod was put on the lower part 
of her abdomen and the yoimg men stood 
on it. Sabita bled profusely and lost con¬ 
sciousness. The icarnival' was at last cmr. 
Thinking that she was dead they dum'ped 
her at a deserted place about a kilometre 
away. Late at ni^t it rained and Sabita 
regained her senses. As she was found 
shivering by an ‘inspection team’ from the 
Nayak housdiold, she was taken to the 
Bhubaneshwar hospital. Here the doctors 
were told that she had fallen from the 
roof. Her broken hand was put in plaster 
and she was discharged. 

Sabita’s father reached Bhubaneshwar 
when he heard about these events to have 
a last glimpse of his daughter. Most peo¬ 
ple in their village were certain that Sabita 
was dead. At this stage Nayak spread the 
story that Sabita had stoloi eight ‘bharis’ 
of gold from their house and had tried to 
escape with k; that she was mad, etc. 

Sabita andher father icached the Sahid 
Nagar ptdice station and lodged a com¬ 
plaint on Aupttt 18,1992. The inspector, 
Bijayalaxmi Adiatjya accused her and her 
fikOier of oonmiring and suppressing facts, 
viz, that the had 'misreported' an acci¬ 
dent. Ms Acharjya ttripiM her father of 
some money he carried in his pocket. 
Subsequently, she demanded Rs 300 to go 
to Sabita’s and her in-law’s village to make 
enquiries. No police action seems to have 
bm taken till October 12, 1992. 


Case It Chapala Napak fd/b Kanlha 
Nayak nnkm. w/o Akshaya Behera, 
Barckana. Chltaek district) 

Chapala INiyak was married off for a 
dowry which included Rs 5,000 in cash 
and Rs 20,000 in the form of gold orna¬ 
ments. Akshaya Behera, ha husband had 
a rice business and was subsequently 
employed ais a driver. The dowry wa.s. in 
fact, handed over during the marriage 
Soon after her marriage her in-bwt 
wanted a ‘bhara’—a customary gift—for 
Sabitri ‘amabashya’ (an eastern Indian 
parallel of the Karwa Chauth). She was 
beaten up for this and the ‘bhara’ was 
subsequently sent by her parents. 

When Chapala was pregnant she was 
taken back by her father. However, her 
husband persuaded her to return. They 
spent some time happily and were blessed 
with a son. Afta about two months her 
husband wanted a TV set from ha fatha. 
Since she refised to comply she was strip¬ 
ped of all ha belongings by ha husband. 
These were sold to buy a TV set. 

After this Akshaya seons to have 
become attraa^ to another woman and 
his behaviour vis-a-vis Chapala worsen¬ 
ed. She was leguiarly beaten by ha hus¬ 
band and her in-laws. They even tried to 
give opium to ha child and kill him. Once 
when her husband was awi^ ha in-laws 
beat her mercilessly. Fbrtunately. the 
villagers intervened and restrained them. 

Chapala’s father came over to see ha 
and was persuaded to take her along with 
him for a month to ‘cool’ things. Ha hus¬ 
band went over to mea ha thrice; after 
which she was conveniently forgotten for 
a yea. Her father had to go ova to her 
in-laws and work out a ‘compromise’ to 
send ha back. Howeva, whra Chapala 
raumed she was kept segregated by her 
husband and ha in-laws and was exposed 
to systematic terror. With the he^ of some 
vill^ers, Chapala colieaed a medical ca- 
tificate to prove that she had been beuen 
severely. Then she filed a FIR at the 
Barchana police station. Attempts made 
by the police to talk to ha husband and 
fatha-in-law proved to be counta-pro- 
ductive; She wro tortured even more; Con¬ 
sequently she was forced to return to ha 
parents. Although more than a yea has 
passed, nothing ha happened and, she is 
too scared to leturn to the ‘heU’ she hu 
escaped from. She waits for the day when 
she will be given a mainteiunoe allowance 
for herself and her child. 

Case lit Namita Stvoin (d/onKbnadianm 
Swan rv/b Natendianath SHain, CutOKk 
district) 

Namita wa maried off oit, Juik SO, 
1988. Ha fatha, a ‘petty worka’ in the 
Cuttack Medical College raisbd a huge 
amount, which wu given ova at dowry. 
This included Rs 13,000 in caiA, five 
‘tola’ of gold and Rs S0i;000’m the form 
of gifts. 


Soon afta marriage, Namiu’s husband 
‘tfiscovered’ tMU she vras ‘ui#y’ and ^k’. 
She was told that he had married the 
dowry not ha. Namita vras uked to get 
another Rs 30,000 and tortured for some 
tinw. Afta this ha father-in-law took ha 
to Cuttack (July 16, 1988) and left ha 
there aking her to return with Rs 30,000. 
it vras imposnble for Namitt’s fatha to 
raise the money. At this juncture ha hus¬ 
band wrote a lata to her fatha in whidh 
he threatened to bum her. 

After a yea a few relativa of ha hus¬ 
band came toCuttadc. They aked Namita 
to go immediately to ha husband who 
wa reported to be very ill. Namita roah- 
ed her husbind’s place, only to realise that 
this vras a lie. She vras uked if she had 
brought the money with ha. She told 
them that given her fatha’s critical finan¬ 
cial position he wa in no condition to 
raise the money. She vras tortured for ha 
failure and ha fatha-in-law rapeated the 
ealia ritual of taking ha and leaving ha 
at Cuttack, and, aking her to raura, if 
at all. with the money. 

On September 7, 1991 Namita heard 
that her husband had married for the se¬ 
cond time. She ha since gone to court and 
waits for a maintenance aOowance. 

Case IV: Priyambada Mishra (d/o 
Oyanesdtwar Rath, w/o Shibashankar 
Mishra, Puri district) 

Priyambada wa married on Septemba 
24, 1992. Ha husband wa posted at 
Bangalore. Theirs wa a small family and 
consisted of ha mother-in-law and her 
two soa. Ha motha-in-law got a poi* 
sion, since her late fatha-in-law had been 
a government servant. These features pro¬ 
ved to be ‘attraaive’ to Priyambada’s 
patents. The dowry demand included 
Rs 40,000, a scooter, TV set and five 
bharis of gold. Four bharis of gold, 
Rs 13,000 in cah, 10 bharis of silva and 
certain otha things were given. 

After her marriage these things were 
forcibly taken away from Priyambada. 
When she reached Bangalore she realised 
that ha husband vras a driva of transport 
vdiicia, not a supervisor in a bank, a 
had been claimed before their marriage. 
Ha neighboirs at Bangalore were very 
kind to ha and it vras from them that she 
learnt that her husband plann^ to 
murder ha. In fact, they advised ha to 
go back to ha parents. 

- Priyambada raurned home with ha 
fatha and ha brotha who had gone to 
visit ha. Sonwtime afta this she delivered 
a baby. When ha brother informed ha 
mother-in-law about this she wu very 
abusive and packed him off saying that 
this was not possible a her son had not 
been married in the first place; Soon afta 
she tented out their house and went away. 
In the meanwhile Priyatnbada’t hhsimnd 
wu transferred to Hyderabad. 

When Priyambada reached Ni^agarh 
with ha parents and her brother and 
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bund tenants at her m~laws' place, they 
decMed to stay on. While staying there, 
the local chairman’s wife came over to 
meet her. She tried to poison her child and 
left after abusing and threatening her. She 
returned the next day with goondas and 
Priyambada’s brother-in-law. They broke 
into the house and manhandled Priyam- 
bada and her father. Priyanibada and her 
father ftled a FIR at the Nayagarh police 
station. They have also met the chief 
minister of Orissa. At present both 
fh^iyambada wd her child live with her 
parents waiting for justice. 

Cose K‘ Anima Das (d/o Panchkodi Pali, 
Bhubaneshwar, w/o Ashok Das. Cuttack) 

Anima was married to Ashok Das on 
January 26, 1989. Before her marriage 
Ashok’$ parents had wanted a scooter, a 
TV set and a refrigerator as dowry. 
Anima’s uncle had flatly refused this as 
her father (a retired government servant) 
was in no position to meet this demand. 
In fact, he had even told them to cancel 
the marriage proposal if they were serious 
about the dowry. Anima’s would-be in¬ 
laws seem to have changed their position 
and the marriage was solemnised at 
Bhubaneshwar. 

A fter Anima reached Rourkcla (where 
her iii-iaw« resided) her mother-in-law 
began compaii,.” the dowry brought by 
Ashok’s brother’s wnt ‘^^'e was abused 
and ill-treated by her husoand and her 
in-laws. A.shok left for Cuttack ..;,erc he 
taught at a school and Anima stayed on, 
being reduced to a ‘maid’ of the house¬ 
hold. One day she was beaten severely and 
had a swollen hand. She went over to her 
uncle who was a doctor for help. When 
her uncle and aunt went to drop her back 
in the evening, her in-laws were not 
prepared to accept her. After a lot of per¬ 
suasion they were made to change their 
minds. In the meantime Anima’s parents 
were traumatised by the treatment meted 
out to her, the news of which reached 
them at Bhubaneshwar. Before she left 
Rourkela for Bhubaneshwar her in-laws 
took away all her ornaments and her saris. 
After this her parents decided to send her 
to her husband at Cuttack. He did not ap¬ 
prove of this and, subsequently, she was 
accompanied by her sisters and a cousin, 
who went over to Ashok’s place. The 
underlying belief was that, perhaps, 
without her in-laws' presence the marriage 
would work. Her two sisters camped with 
Anima for a few days. In course of this 
he abused everyone Anima’s in-laws came 
over and she was beaten, abused and kept 
segregated in a semi-starved state. 

Realising that the attempt was futile, 
Anima rejoined her parents. She now 
waits for a home and justice. 

Case Vi Farida Khatun (d/o Mohammad 
Ayub, Kendrt^da, Cuttack district, w/o 
Abdul Jani, Keonjhar district) 

Farida was married to Abdul Jani in 
1986. Her father had given Rs 10,000 in 


cash and five tolas of gofd as dowry. 
.Subsequently, she mothered three children. 
At first she was tdrtured for not bringing 
furniture. Soon after her father sent a fur¬ 
niture set. Farida was next tortured for a 
motorcycle. Her father had agreed to this 
as well. However, unable to bear the tor¬ 
ture she decided to leave for her parent’s 
place on November 8, 1992. 

As she wated at the Ktxmjhar bus 
stand, her brother-in-law mriwd there and 
whisked away her children. Farida was 
forced to return to get her children back. 
When she reached there, her husband 
and her brother-in-law doused her with 
kerosene and set her on firr She was then 
uken to the local hospital where her hus¬ 
band declared that she had got burnt 
due to the accidental explosion of their 
kerosene stove. Farida was shifted to the 
Cuttack hospital by ho- father and tier un¬ 
cle In a dying sutement she accused her 
husband and her brother-in-law of setting 
her on fire iarida’s father has met the 
Orissa chief minister, the police DO, 
several ministers and officials. Can they 
punish the guilty? 

Certain things emerge from what we 
have narrated. Dowry demand and harass¬ 
ment have a multi-caste basis—viz, khan- 
dayat, karana and brahmin women suffer 
as its victims. However, one needs to go 
in for intensive lesearch to sec how far this 
menace has touched the tribals and the 
outcastes. Moreover, although two of 
the victims belong to Nayagarh (an ex- 
princely state) in the Puri district and 
Keonjhar ditirict (an ex-princely state), 
one needs to look into the western tract 
as well. 

As seen, this problem transcends the 
rural/urban dichotomy. Although the vic¬ 
tims are mostly from the lower middle 
class, one should not locate it as a 
phcnom'’non of this class alone. It is very 
possible that middle cla.ss victims, as well 
as the poorer sections do not report such 
ca.ses—fearing social stigma or because of 
the lack of knowledge about the legal pro¬ 
cess, respeciisely—unless the Ic'd of ter¬ 
ror and violence becomes a threat to the 
lives of the victims, or in the event of their 
death. 

What we also witness is that it is a 
multi-religious phenomenon. The last case 
we have cited relates to a Muslim woman 
and her husband. Similarly, the case with 
which Hindu hu.sbands can re-marry after 
harassing their first wife for dowry and 
without any formal divorce is demonst¬ 
rated in one case we have cited. 

It is indeed unfortunate that most of 
tlie victims hwe been ‘married off in line 
with patriarchal notions of ‘responsibili¬ 
ty’ by their parents without any attempt 
to educate them, or make them stand on 
their- own feet. This, coupled with a 
general neglect of a girl’s education/career 
moulds victims to a stefwiyped role 
associated with reproduction and ‘wifely’ 
responsibilities. As seen in one case, this 
reduces them to the position of unpaid 


maids, veiling a structure of exploitation 
associated with- household labour. 

One also sees an attempt to draw upon 
traditions, like the Sabitri amabashya, in 
order to legitimise predatory demands. 
This co-exists with a lumpenised percep¬ 
tion which oommodiftes marriage and 
converts a sacred act into a materialist 
exchange The inherent logic of com¬ 
petitiveness and its association with con* 
sumerisip (viz. TV sets) is obvious. 

The amount of money raised for dowry 
by some parents is disproportionate to 
their income This has serious implica¬ 
tions. As seen, they are forced to sell 
their land, etc, to meet dowry demands. 
Moreover, there is a possibility of this 
pressure pushing them towards corrup¬ 
tion. Besides, the nexus between dowry 
harassment, bribery and unemployment, 
as seen in one case, needs to be 
highlighted. 

The structue of acceptance enjoyed by 
dowry is signiheant. This perhaps explains 
why some of the victims were not helped 
by co-villageis. In the case of Chapala 
Nayak, ‘help’ was extended and a feast ex¬ 
tracted from the victim’s father by the 
village panchayat. Resides, help and sym¬ 
pathy for the victims of dowry blurs 
gender-based distinctions. The behaviour 
of the women in the family (viz, mothers- 
in-iaw and female relatives), in the locality 
(viz, the local chairman’s wife) and at the 
police .station (viz, the woman police in¬ 
spector) reveals this most unambiguously. 
And, going by the record of the police and 
the time uken by the judiciary, one can 
definitely argue that both need a thorough 
restructuring. 

Things are perhaps made more difftcult 
owing to the absence of women’s groups 
or a women’s movement in most parts of 
Orissa The absence of any co-ordination 
among the few groups that exist also adds 
to the problems. Neverthetess, the fact that 
the victims/their relatives do repori cases 
to the policc/'womcri’s groups, as well as 
the help extended by or^nary people of¬ 
fers possibilities which cannot be ignored 
by anyone who wishes to combat this 
menace. 

(The author gratefully acknowledges the help 
extended to him by the Utkala Mabila $amiti 
(Cuttack) which includes permission to um the 
tapes containing the interviews with some of 
the victims as well as the written complaints 
received from them.] 
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Mitterrandism and the SPF 

On the Edge of Doom 

Frederic F Clairmont 


There are many interrelated facets that have gone into the 
disintegration of the Socialist Party in France, hut the primordial 
catalyst remains soaring mass unemployment. 


1 

THE magnum’s suicide bullet that pul¬ 
verised the brains of Pierre Beregovoy, 
scapegoat extraordinary. France’s former 
prime minister, signalised the end of an 
aged, forlorn, mentally destabilised and 
battered politico. His personal ambitions 
had been ground into the dust by the elec¬ 
toral tornado of March 26 that swept into 
limbo the Milterrandist monarchy, and the 
motley refuse of the socialist party. 

Symbolicaly, in a wider frame, it ex¬ 
ploded the pretension that France was a 
major world power. No less portentous 
was that it simultaneously shattered the 
morsel of mendacity that the socialist par¬ 
ty of France (SPF), shuddering in a state 
of apoplexy and moral decadence, was an 
instrument of democratic change. 

When Beregovoy was shovelled into the 
first minister's job by Mitterrand, he 
plunged into it with the resounding and 
ecstatic admai's battle cry that he was the 
man of the hour, one of whose principled 
goals was “to lance the abscess of corrup¬ 
tion”. By then, the moralising babble 
touted by the SPF and their servant 
sounded hollow. It was one more banal 
sop of verbal overkill to which the people 
of France had been subjected to by one 
mob of minsterial fly-by-night hustlers 
after another in rapid succession. 

II 

True to form Beregovoy was importent 
to change anything. He wasn’t meant to. 
He was a stage-managed front man. The 
ruling political class used him as a 
scapegoat; as a fragile, frantic man grip¬ 
ped in the coils of gutter politics he prov¬ 
ed to be an ideal gadget wielded the 
master of the Elysee Palace. The Hnancial 
and other scwidals—better still crimes— 
did not ebb; they rocketed on the immu¬ 
table trajectory to heights exponential. 

TI.C interest-free loan of $2,(X),000 that 
Beregovoy had acquired through the 
largesse of a notorious racketeer convicted 
of insider trading was suggestive of the 
fragrance of the kickbacks and skuldug¬ 
gery. It was peanuts, of course, compared 
to the torrential cash flows that irrigated 
the soil of the SPF and other political 
agents. Was Beregovoy so dumb as to 


believe that there were no trade-offs for 
such delectaWc interest-free offerings? 

Heaven’s manna flowed smoothly and 
uninterruptedy into the bottomless 
moneybags ol the political caste who 
demonstrated in the poignant phrase of 
John F Kennedy, their reluctance to "resist 
the pressure of opportunity”. But this big- 
time racketeer and political pimp was by 
no means a solitary swallow. He epitomis¬ 
ed a vast proliferating species of profiteers 
incubated by the binges of economic 
liberalism—one of the ideological key¬ 
stones of the Milterrandist arch. 

This burgeoning profitariat and other 
parvenus knen the value of the SPF and 
coupled their loot to the get-rich-quick 
culture of the political caste. The cause of 
the death of Beregovoy’s Hnancial bene- 
factoi remains mysterious but it is of 
minor relevance More pertinent in under¬ 
standing the SPF’s iwi.sted anatomy is the 
symbiosis between them. In such fertile 
earth, how is it to be expected that the 
racketeers would not become the object 
of unctuous sdicitalion by all constituents 
of the French political chattering cla.sscs? 

Ill 

The hoary ^tacle that we arc witness¬ 
ing within the SPF's ranks is the stench 
and rattle of death. Mitterrand, his cronies 
and their racketeering fellow-travellers 
built the sewer, to be sure, with exquisite 
comouflage, interminable badinage and 
cover-ups, into wh'ch they themselves have 
now plunged In so doing as a death 
wish—and to the dishonour of France- 
they have shoved the nation into the 
cesspool as aell. 

Beregovoy^ self-liquidation coming in 
the wake of the SPFs cynical, corrupt and 
ignoble reign gripped the nation not 
because of the media’s claims that it 
marked the departure of a supposedly 
benign soul, but because it unravelled in 
a moment of apocalyptic truth ail the 
pestiferous contradictions that had been 
fleshing the party's vitals over several 
decades, but which had only brazenly 
scaled such vile summits over the last 
decade. 

There ate many interrelated facets that 
have gone into the disintegration of the 
SPF; but unquestionably the primordial 


catalyst remains soaring mass unemploy¬ 
ment given by the Milterrandist propagan¬ 
da machine at 11 ;>er cent or around 3 
million. This was a barefaced fabrication. 
The latest official data highlights that the 
numbei is close to 4 million. As in the US, 
the number wis a grotesque underrount. 
This i*- not fortuitous as older workers, 
women, the Arabs, the Blacks and other 
marginalised youth in the inner city ghettos 
were dclibeatcly scrubbed from the 
unemployment rolls. 

As over vast tracts of east Europe, the 
‘socialist’ government and its ’socialist’ 
president had become wholly alienated 
from the sensibilities and hardships of the 
French whose living standards had plum¬ 
meted—a process that once again bore 
striking kinship to what was going on in 
the US since tfie on.set of the 80$. Precisely 
because the .same causes engendered the 
same results, in reality there were trivial 
economic policy divergences, if any, bet¬ 
ween Reaganism/Thatcherism and the 
votaries of Mitterrandism, explicitly in its 
egregiously repressive Rocardian guise. 

This spiralling impoverishment stemm¬ 
ing from an overdose of austerity packages 
and repressive economic policies impacted 
with striking severity not only the working 
class, but the more vociferous and arti¬ 
culate middle class. Mitterrand and his 
successive front men: Rocard, Fabius, 
Cresson and Beregovoy had become pro¬ 
gressively impotent as the 80s switched 
into the stricken 90s. 

The elections of March 21 and 28 are 
milestones in the annals of French poli¬ 
tical history. The sheer magnitude of the 
legislative landslide had no precedent in 
this or any odier century. The aged and 
broken Mittenand (78), afflicted with pro¬ 
state cancer, is wholly isolated; faced with 
a right wing government with long teeth 
and sharp memories that despises him. It 
is ready to give him the chop ii'he shows 
the slightest signs of being obstreperous, 
and he knows it. 

This ravenous impulse to settle scores 
may at first appear paradoxical coming 
from a master political handler that pro¬ 
pelled Big Capital into its present state of 
exalted profits and euphoria. It ought not 
to be forgotten, however, that the essence 
of Mitterrandism—of course never openly 
avow«i—was the elimination of all shoots 
of authentic militancy that called for a 
halt to the ravages of untrammelled 
economic liberalism. 

It was for this reason that he and his 
last prime minister were shewered with ex¬ 
travagant enoomiums by the fVatt Street 
Journal, the Sew York Times, the 
privatisers and liberalisers of the chambers 
of commerce and the state department. 
Likewise, on the foreign policy front, the 
SPF and Mitterrand himself (with the 
noble excepion of Chevenement who quit 
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the defence ministry over the Gulf War) 
proved to be the most obsequious acolyte 
of the Bushbakcr war machine. In addi¬ 
tion. the so-called ‘right of humanitarian 
intervention’ synonymous with imperialist 
onslaughts on the third world peoples was 
spawned Beregovoy’s cabinet. In this 
respect. Mittenano was par excellence one 
of the moving spirits that contributed to 
transform the US security into the cozy 
white man’s dub of four. 

His critics conferred on him the sobri¬ 
quet of the Florentine in honour of Nicolo 
Machiavelli, the renaissance political 
theorist, that exalted the double-cross as 
the acme of political craftmanship. Mit¬ 
terrand had been psycho!. eJcally blasted 
and traumatised by the unrelenting tidal 
waves of the economic depression. But 
this time the juice of life was pouring out 
of him like a rotten barrel replete with 
holes. His facile utterances had lost all 
semblance of coherence. His tide had 
ebbed, never to return. 

He had lost his grip on the executive 
He was also powerless even to influence 
the march of events within the rat-ridden 
socialist party that had become a derelict 
wreck, victim of the once lush pickings by 
the career political racketeers. The SPF, 
political debacle wa.s the end of the road. 
The SPF exhibited total psychic exhaustion 
towards the end but for Mitterrand and 
the distraught party leadership it must be 
seen as a respite and a deliverance. 

Just as Houdini, the grand magician, 
was said to be able to wiggle out of all 
chains Mitterrand was reputed to be able 
to talk himself out of a coffin by his 
rhetorical baloney. The political Houdini 
is dead. Broken promises, lies and bigger 
lies, trailed by the most sordid rationalisa¬ 
tions were the permanent agendas of the 
’socialist’ government. But this time round 
the monarch^ magic did not. and could 
not, do the trick. 

Mass unemployment was and is merely 
the tangible scourge of France but it was 
not the only one that punched the .soft 
underbelly of the executive and the legis¬ 
lative branches ol government and the 
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SPF. The economy has ground to a halt 
and there is no short-term prospects of 
recovery. Racism over the last decad^ as 
any perfunctory visitor to the big cities 
bears witness to, had become rampant. 
But the reignhg caste failed calamitously 
to dam the deluge. 


IV 

Compounding the blighi of racism, 
stagnation and mass unemployment was 
the pervasive embezzlemoit that had 
seeped into the very marrow of the public 
and private sector. Only the tip of the 
iceberg, a vny small tip, was revealed. The 
criminak that were shoe-homed into 
prison were the smtdl fry. This is one of 
the differences between Italy and France 
where the judiciary, particu^ly in Milan, 
is hell-bent on bringing the criminals to 
book. 

As in all the moribund advanced 
capitalist countries, the gap between the 
rich and the poor had grown horrendously 
wide Never in the history of France save 
perhaps in the years of the Second Em¬ 
pire in the l86Qs, had the rich so osten¬ 
tatiously flouted their wealth. 

This was the providential boon on Mit- 
lerrandism to the bourgeoisie and for 
which he will not be forgotten; it was a 
deliberate act of policy fuelled by privatr- 
sation and the concomitant disaster of 
economic liberalisation. This came straiidrt 
from the kitchen of the SPF, and owed 
nothing to the deviousness of the World 
Bank'and the IMF. 

The essence of the 'consensus politics’ 
notably galvanised by the Rocardiim wing 
of the party was blueprinted to enhance 
the powers of Big Capital. A dazzling suc¬ 
cess story galvanised at the expense of the 
middle and working classes. To dissi¬ 
mulate the v»lence.of domestic policies 
and hence deflect attention from the 
tribulations of daily life Mitterrand’s 
strategy was to market the ‘human rights’ 
issue with immense public leiations bally¬ 
hoo of which they had become past- 
masters. 


V 

The peddling of the ‘human rights’ 
merchandise which Mitter rand hoped to 
cash in on with a Nobel peace prize was 
a gigantic gimmick and a fraud perpe¬ 
tuated for internal domestic purposes. It 
did swindle some people, but there were 
others that could not ignore Mitterrand’s 
unequivocal historical record. D’ue Mit¬ 
terrand was a prisoner of war but his role 
in the resistance was marginal. There were 
those .that had not forgotten that the 
mumbling Mitterrand was not to be num¬ 
bered among those that opposed actively 
in the post-liberation years colonial 
genocide in Indochina and Algeria. In¬ 


deed, successive socialist governments 
notably, thoseof Ouy Moliet, were among 
the most ferocious protagonists of mass 
genocide in Madagascar, Indochina and 
North Africa. 

The French constitutional apparatus is 
a hybrid mechanism created by the poli¬ 
tick caste-class to perpetuate surviv^; it 
is neither a priesidentiiU nor a parliamen¬ 
tary system. The executive is elected for 
seven years and the legislative assembly 
for five years with overlapping and con¬ 
flicting jurisdictions. The constitution is 
itself a rigged contraption confirmed in 
the electoral lesults. The official political 
‘right’ with less than 39 per cent of the 
vote grabbed ovek 80 per cent of the seats 
in the National Assembly. 

The constitution is a perpetual scissors- 
and-paste job, remoulded several times to 
meet the imperatives of the politicai caste 
Big Capital’s interests have never been 
jeopaidised by these dirty little games. 
TVue, Mitterrand and the SPF strenuously 
sought to anrihilate the distinction bet¬ 
ween left and right, but Big Capital has 
generally preferred its authentic servitors 
incarnated in Giscard d’Estaing, Chirac 
and Bahadur to turncoats. But this is not 
always so. 

The SPF was, and is, required at speci¬ 
fic historical junctures when massive 
organised working ciass agitation looms 
ominously. As with Thatcher’s stratagems, 
the goal has been to dismantle and demo¬ 
ralise working class institutions, noubly 
the trade union movement. 

The SPF, in contrast to Tbry policies, 
was only partially successful in achieving 
this goal. It remains for Bahadur and the 
trusted goons of the political right to com¬ 
plete the job. However, there is no 
automatic guarantee that working class 
resistance can be so easily demolished or 
its leadership irrevocably corrupted, even 
with the support of the perversely ebneen- 
trated press and television media. 

Certainly the people of France witness¬ 
ed not only what was happening within 
the SPF but also the decomposition of the 
Spanish sodaEst party of Irlipe Gonzalez. 
As in France the country was, and is, 
rocked by every imaginable ruse of petty 
and big-time racketeering within and out¬ 
side the party. There joblessness has 
already outstripped one-fifth of the 
labour force and is rising with little or no 
prospects of receding. 

Likewise, the omnivorous and omnipre¬ 
sent corruption and scandals in Italy that 
had been brutally exposed—the process 
has not yet mn its course—dramatised 
amongst many other things, the dimen¬ 
sion of the personal corrupdon of the 
socialist prime minister BettinoCnxi. The 
canker has engulfed the party's entire 
apparatus. 

The decay of European social demo¬ 
cracy is an audible and visibly blinding 
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acknowledges in private. More crucial in 
the shaping of public opinion was the 
mess and muddle within the SPF that 
reared its head prior to the elections for 
the party’s new leadership. 

The formal ideological currents, so 
typical of SPF politicking, bears the 
names of the leading prize fighters— 
Rocardians. Fabiusens, Jospenists and. 
others—who have thrown their caps in the 
ring, it is not that there is much ado about 
nothing but that there is much ado about 
very little. In fact, there is little difference 
between them. Chevenement, a man of in¬ 
tegrity, was honest enough to call a spade 
a spade when he thundered that he no 
longer had a place in the party because 
it had ceased to have any moral principles. 
He was wrong. Rooted in the most oppor¬ 
tunistic strata of the petil bourgeoisie the 
SPF never had any moral principles to 
start with. 

But the story and the party’s fate was 
to have one more macabre twist. On the 
eve of the legislative elections Michel 
Rocard with great fanfare proclaimed that 
the party had no raison d’etre; it was 
therefore mandatory that it should scrub 
its name and shed its past. The medicine 
prescribed was that it should be reorganis¬ 
ed on the lines of the Democratic Party 
in the US. In so doing he had once again 
made his genuflections to the political 
right and affirmed his respectability. The 
Clinton administration and its party had 
become his model and his mentor. He was 
not joking when he called this the ‘Big 
Bang’. It was a ragbag destined to corail 
a miscellany of disaffected elements of all 
parties. 

It was cheap baloney to begin with but 
Rocard made his spiel. It was a flop. Poor 
Rocard, former prime minister who had 
employed, at what price has not been 
disclo^, Clinton advisers bt mastermind 
his campaign, lost his seat in the National 
Assembly. Far more comic and farcical 
was that the same Rocard who called for 
the Big Bang, that is the party’s dissolu¬ 
tion, fought for the leadership of the party 
and won the coveted prize. 

Such is the present disarray of the par¬ 
ty’s fonunes, or rather misfortune, in a 
stage of decomposition. The final word 
belongs to a Parisian militant that toiled 
for his party for over 20 years: 

I’ve never seen anything like the current 
party congress that elected Rocard. The 
militants had no say. The cussed business 
was stage-managed with the most blatant 
and vulgar American marketing techni¬ 
ques. Don’t talk to me about democracy 
here. If only it were a farce that wouldn’t 
be so painful; but it’s more than that; it’s 
crooked. 1 no longer want a place in that 
outfit. Ami there are hundreds of militants 
at the grassroots level like myself. It’s as 
simple and tragic as that. 

The disarray within the party could not 
be more pathetically portrayed. 
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Indian Institute of Advanced Study 

RASHTRAPATI NIVAS. SHIMI-A |t|OOS 
Advertisement No. 3/93 

1. Applications on pivitcribed ftrrtn are invited for award of 
Fellowships for the academic .session commencing from 
August 1, 1994 from scholars holding Ph.D. degft'c who 
have experience of independent research at advanced 
level, in the following areas. 

Humaaitics; (i) Art and Ae.sthetic$; (ii) Comparative 
Study of Literature; (iii) Religious Studies with emphasis 
on Comparative Studies; and (iv) Philosophy. 

Social Sciences: (i) Development Studies; (ii) Com¬ 
parative Study of Political Institutions; and (iii) Socio- 
Economic and Socio-Cultural Formation in Historical 
Perspeaive. 

Natural and Life Sciences; (i) State Policies on Science 
and Technology; (ii) Science, lEchnology and Devciup- 
ment; and (iii) Methodologies and Techniques. 

2. A few lellowships may be awarded for projects of excep¬ 
tional interest even outside these areas and also to emi¬ 
nent scholars not necessarily possessing research degrees. 

3. About two-thirds of the Fellowships will be earmarked for 
those who are already working in Universities, Research 
Institutions or other responsible positions. Preference is 
given to those who have already done considerable work 
on their projects and wish to avail of the facilities at the 
HAS to complete their work. The Institute does not 
encouQge studies which involve field work. 

4. The selection of Fellows will not be restricted to those 
who respond to this advertisement. The Institute has the 
discretion to select Fellows in other ways as m‘U. 

5. The dcuil of the amount of Fellowship grant payable to 
Fellows will be supplied along with the application form. 

6. The term of Fellowship ranges from three munhs to two 
years, depending upon the nature of the project, and only 
in exceptional circumstances can it be extended further 
up to a maximum of one year. 

7. Residence at the Institute is compulsory from April to 
November, and optional from December to March. All 
Fellows are provided free hard-furnished accommodation 
on the campus as well as secretarial assistance 

8. The prescribed application form may be obtained from 
the Deputy Secretary (Administration) of the Institute by 
sending a self-addressed envelope (25 cm x 10 cm) or 
personally from the Institute by June 30, 1993. The com¬ 
pleted application forms should reach the Institute latest 
by July 15. 1993 . In the case of candidates living abroad, 
applications will be accepted up to July 31, 1993. Those 
in service should apply through proper channel. 
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BROTHERS AND SISTERS: 

ISN’T IT TIME WE FOUGHT FOR EACH OTHER? 


Wr, [)c<)plc oi Indian origin living abroad, wish to express our deep anguish over 
the vengelul destruction of the Babn Masjid at Ayodhya and the wanton killing of 
hundi eds of innoicnt lives in Bombay and Surat, which < reaied a vortex of violence 
that < ulrninated in the tragic and equally deplorable bomb blasts in the city of Bombay 
on Match 12 

By conspiring to destroy tl^e rnosciue, the right-wing extremist Hindu 
organisations—BJP, VHP, RSS, Bajrang Dal and Shiv Sena—showed utter contempt 
for India’s Supreme fiJourt, its Constitution, for politic al decency and public morality. 

These forces thicaten the country’s pluralistic-democratic and secular order and 
violate the tolerance that is supposed to be at the core of Hindu faith. To this day, 
they continue to pursue their anti-democratic “Hindu Rashtra” agenda and cynically 
manipulate the temple issue, signifying an appalling growth of fascistic forces. I'hese 
forces have created a comrnunalised atmosphere in which fanatics of all hues thrive. 

IVhat IS happening in India is not an issue of Hindus versus Muslims or Hindus versus non- 
Hindus It IS a struggle between the forces offascism and bigotry on the one hand and those of 
democracy and secularism on the other 

It IS [larticularly <ilarmiiig that the Stale machinery connived in the mosque’s 
destruction and repeatedlv failed to piotect citizens’ life and property in the violence 
that followed The anti-minority pogiom in January in Bombay and the cycle of 
violence unleashed point to the serious dangers that lie ahead. 

We appreciate the fart that these acts have been strongly condemned by the 
mainsticarn of Indian .seniety, including the vast majority of Hindus. But we deplore 
the (central (iovemrnent lor its failure to prevent the destruction of the mosque and 
its decision to allow BJP supporters to offer prayers at an illegally constructed plat¬ 
form on the same site in Ayodhya. 

We take pride m the multi-religious, multi-cultural traditions of Indian society. 
We believe that India belongs to all its citizens and it is imperative to restore public 
confidence and ensure that all communities can live with dignity and self-respect. 

We resolve to extend oui support to the re-creation of this confidence. 

l«gurd by NRIs for Serularigm & Democrat), 8027 Government St, Burnaby B.C.V51 2E1, Canada 
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List of People Endorsing the NRISAD Public Statement 


1. Afharya, Malay, Hunimgion, NY 

2. Achyulhan, Dr. Arun. Univ. of Waierioo, Ont 

3 Adve, Mr. Vikram, MatliKm, Wl 

4 Adve, Ma. Santa, Madison, Wl 

5 Ahir, Mr Sita Ram, UisablcU Worker, Vancouver 

6 Ahmad, Dr M. Sharif, Rii>-Srieniisl, Vancouver 

7. Alam, A., Jamaica, NY 

8. Alam, Mr Khurshid, Jackson Heights, NY 

9 Alam, Ms. Rahina, Jackson Heights, NY 

10 All. Mr Mumlaz. Businessman, Vancouver 

11 Ali, Mr Syed, Finaniial Consultant, N. Vhmouver 

12 All, Mr. Tahir, Engineering 1«hnician, Vhneouver 
13. Alibhai, Mr Amir, Vancouver 

14 Amarshi. Bilquis, Vancouver 

l.'i Appa, Ur. Caulam, laindon School of Kconoinics, la>iidon 
It) Anira, Mr Fred, Businessman, Vancouver 
17 Au|la, Mr Nahar, Brampton, f>nl. 

IH Aulakh, Mr I'ritam, Regional Manager, Infoiinaiioii 
Systems, V'amouver 

19 Aveena. G. New York 

20 Bains, Mr Surjii, Kusinessinan, Vaniouvei 

21 Biijpai. Dr Kami, Unr of III , Urbana-ChampaiHii 

22 Balachandran, Mr A P, Syracuse, NY 

23 Kaiai handrail. Ms. Indira, Syiacuse, NY 

24 Balagopalan, Ms Sarada, New Yolk 
2“) Ralaji, Ur V, York Univerisiy, 'Ibnnto 

2t> Bala|i, Mr N , Sollware Programmer, lais Angeles 

27 Kalakrishnan. Mr Bhaskaraii, Syracuse, NY 

28 Bald, Mr. Vivek, New York 

29 Baiierice, Dr Chinmoy, Simon Fraser University, 
Vancouver 

30 Banneiji, Dr Himani, York Univcisiiy, 'Ibrontu 

31 Bapa Kao, Dr. K V., Los Angeles, CA 

32 Bardhan, Dr. Kal()ana, University of California, Berkeley 

33 Bardhan. Mr indrajil. New York 

34 Baiiiian, Mi. Mohan. Uironio 

<> Basi, Mr Manga, Realtor, Vancouver 

3(> Basra, Mr Sukhviiidei, Bus Operator, Vancouver 

17 K,isiun, Ur. Guitharan, University ol Saskatchewan, 
.SaskaKaai 

18 K,imj. Ur Piasenjit K., Bala (^yiiwyd. PA 

39 Basu, Ml Pushpal, Computer Progninimei, 'luioiilo 
10 Basu, Ms. Pranati, Chemist, Ibioniu 

41 Hchairv, Ms. Shauna, Vancouvci 

42 Bhagi, Mr Narendra, Fmginecriiig Icchnuiugisl, 

Vanrouver 

4 1 Bharurha, Mr Kanial, Floral Park, USA 
44 Bhaskar, Ur. Shaji. Durham, NC 

4.3 Khatia, Ms. Nazmin, Smdeni, Simun Fraser University, 
Vancouvci 

4ti Bhaltacharjee, Ms Aoannya, New York 
47. Bhaitai harya, Ur Dipen, Riverside, CA 

48 Bhattac harya, Mr Biplab, Chartered Accountant. 
V'amouver 

49 Bhattac harya, Mr Nirmaicndu, Uirccior, Uevclupmeni 
Services, l%rt Moody, BC 

K) Bhallacharya, Mrs. Ranjana, Mission ^hool Uistnii, BC 

31 Bhatlacharyya, Karabi, Baliimore, MO 

32 Bhatti, Mr Kesar, Business, Vancouver 
31 Bliaiti, Mr Roger, Barrister, Vancouver 

.34 Bhogal, Mr Narinder Pal, Cabinet Maker, Surrey, BC 

33 Bidaye, Mr. Prasad, Etobicoke, (3ni. 

36 Bidwai, Mi. Praful, Amherst College, Amherst, Mast. 

37 Binning, Mr. Paul, Janitorial Service, Richmond, BC ^ 

38 Binning, Mr. Sadhu, Wnier/Poel, Vanrouver 

39 Birla, Ms. Rilu, New V>rk 

60 Blimow, Pruf Malrolm, York University 

61 Botaria, Ur Bhupinder, University of Saskaierhewan, 
SaskaicMin 

62. Bose, Ur Mandakrania, University of British Columbia, 
Vancouver 

63. Bose. Ui. Tirihankar, Simon Fraser University, Vancouver 
64 Bose, Mr. Suinanira, New York 

63 Bose, Uoumiira, Lung Island, NY 

66 Brahmarhari, Mr. Nirmal, Pbei, Oslo 

67. Brar, Mr Raiwinder, Cumrarlor, Richmond, BC 


68 Bear, Mr Jaswinder, Student, SFU, Vaiu tmver 

69. Budharaju, Mi. Srinivas, Madison, Wl 

70. C'habra, A., New York 

71. (..'hahal. Aiiiaijit, Industrial Worker, Vancouvci 

72. Cliakiavartly, Ms Shona. New York 

73. (.'•haki.ivany. Ms. Sharmila, Crecnbcit, MU. 

74. Chandai, L , Syracuse, NY 

73. Chan, Madhava, U'<iv. of Ill, Uibaiia-Ch>impaign 

76 Chdiiupadhyaya, Ur Paresh Univrrsilr du Quelici, 

Muni real 

77 Chaudhry, Dr MahiiKler, Koy.>l Military College. 
Kingston, Ontario 

78 Cholian, Ut ViniKl, CERN/P.S Division, Geneva, 
Switzerland 

79. Chchaii. Mr C |, Retired MBE, While Rmk. BC; 

80 (;houdliry, Ur Naiid.i, UiiivrisilY ut luruiilo 

81 C;houhan. Mi Raj, Umoii ()igani.'cr. Vtrioria 

82 ChMuhaii, Mr Ka|bii, Keiirrd Auio-Meihanit, 

Riihnioml, BC'. 

83 Uaiiiji, Ms 'I'adim, Siiairni, UBC., Vantouver 

84 Udsgupta, Ur. Tama, Yrvk UniverMly 

83 Ualia, Ur Anhana, Ghild Fxluiaiiun Workei. Vancouver 

86 !)••, Mr Sbrerkani. Graduate Siudeiii, UBG 

87 Dean, Mr Feroz. Rrallor, Vancouver 

88 i'lean, Mr Nizam, Realtor, Vancouvci 

89 Derpak, Mr. Kuldip, Anisi and Bioadrasiri, 

Mississauga, Ont 

90 ITesai. Dr Minaxi, Pathologist, Manchester, England 

91 IVsai, Ur Kadhika, University of Vidona, BCl 

92 I3esai, Ur. Sharad, Radiologist, Manchester, Fmgiand 

93 Uriai. Ma. Anita, Writer, Ml. Hulyoke, Mass, USA 

94 Dev, Mr. Sohan Stngh, Industrial Worker. Vancouver 
93 Uevakumar, S.. Austin, 'fexat 

96 Dhanda, Ms. Mrena, Oxford Univrisily, England 

97 Uhanoa, Ur Uc‘v, Moraga, Galif 

98 Uhar. Ms. Jyoli, NulniKinivi, Uni of Hniish GitIumbia 
'49. Uhillun, Mr Bhupmdei, HU Mechanic, Kamlixips, RC; 
100. Uhilinn, Mr Paul, Gommunily Oiganizer, Vancouver 

101 Uhillun, Mr Kachpal, Mississauga, Onl 

102 Uhillun. Mr Harminder, Misscssauga, Oni 

103 Uhura, Mr. Hardeep, Shop Steward. EngSancI 

104. IXnanjh, Mr. Purshoitam, Industrial Worker, Surrey, BC 
103. Dosanjb, Mr. UJyal, lawyer, and Member, legislative 
Assembly, Vancouver. BC 

106. Dossa, Dr. Parin, Simon Fraser Universiiy. Vancouver 

107. Dua, Ms Ena, &udeni, Yirk University 

108. Duhre, Mr Baldrv, Court Interpreter, Vancouver 

109. Dulai, Mr Phuidcr, Juuriuilisl, Vancouver 
no. Duiku, Mr Gurnam, I>-yrleaner, Surrey, BC; 

111 EJmikode, Aiiujan, Brooklyn, NY 

112. Faruque, Mr. Salim, Civil Engineer, Burnaby, BC 

113. Ganeshram, Mr Raja, Graduate Student, UBC 
114 Ghosh, Mr. R. P., Engineer, Vanrouver 

113. Gidwani-Buschi, Ms. Sushila, I3i)bh« Perry, NY 
lib Ciill, Mr. Bharjsur, Financial Adviser, Vancouver 

117 Ciill, Mr Daralian, Realtor, Surrey, BG 

118 Gill, Mr Harf'haran, Rcxdale, CJm 

119 Gill. Mr. Santokh, Industrial Worker, Burnaby, BC 
120. Cill, Ms. Ball, Civil Servant, England 

121 C3ill, Ms Pindi, Social Worker, Vancouver 
122. Govindan, Ms. Vasudha, St Ixiuis, MO 

123 Gowda, Pro! M V.. Rajerv, University of Oklahoma 

124 Goyal, Ms Niia, Stanford Univ., CA 

125. Grecwal, Mr. Jaswir, Malton. Onl 

126. Grcwal, Joginder S., Mississauga, Onl. 

127. Grewal, Mr. J. S., East Indian Workers Asso, luronlo 

128. Grcwal, Mr.-Kaushvir S, Rcxdale, Ont. 

129. Grewal, Mr. Paramjit S, Malton, Om 

130. Grewal, Mr Surinder. I^Wer, Vancouver 

131. Grewal, Navjoi K., Mississauga, Onl 

132. Grewal, Ms. Gurpreet Kaur, Mississauga, Om 

133. Gieyval, Mr. Paul. Industrial Worker, Vancouver 
134 Grover, Mr Suresh, Social Workei. London 

135. Guha, Ms. Devyani, Brooklyn. New York 

136. Caulam, Mr. Ali, Cumpuirr Programmer, Vancouver 

137. Gundara, Ur. Jagdish, Univ. of Izindon, England 
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138. Gupta, Dr. Arun, Carncigie*MeUon Univ., PiMiburg 

139. Gupta, Dr. Shreekani and Indrani, Grernbdt, Md 

140. Gupta, Mr. Aahith, Stanford, Univ., CA 

141. Haiuiem, Mr. Farukb, Long Island, NY 

142. Hammcduddin, Yasmeen, Iftaneck, NJ 

143. Mr. Syed Fazhal, Long Island, NY 

144. Hingorani, Mr Sumeet, Austin, TX 

145. Hira, Ms. Paramdeep, Legal Secretary, Vancouver 

146. Hothi, Mr Kuldip, Auto-body Mecbimic, Vancoiuvcr 

147. Hothi, Ms. Khuswani, Data Entry Operator, Vaincouver 

148. Hundal. Manjeet, Poet, Ibronio 

149. Hundal, Mr. Sarabjit, Ihicker, Vancouver 

150 Hundal. Mr Sukhwant Hundal, Legal Education Worker, 
Vancouver 

151. Hu<|, Saqvi Selima, Bronx, New York 

152. Hussain, Muqtada, Ohn ^ate Univ., Cedumbus 

153. India Alert, Madison Chapter, WI 

154. Indian People's Association in North Amoica, (IPANA), 
Vancouver 

155. Iqbal. Ms. Rasheeda, leaneck, NJ 

156. Islam, M. A., Flushing, NY 

157. Jacob, Dr. Philip and Shiieen, Corrales, NM 

158. JalTer, Ms. Mobina, Barrister, Burnaby, BC 

159. Jagannath, S. V.. New York 

160. Jahanagir, Mr. Muhammad, Bronx, New York 

161. Jain, Mr. Prakash, Old Bridge, NJ 

162. Jairaj, K., John F Kennedy Sch. of Government, 

Harvard 

163 Jamal, Mr. Farooq, I.and Economist, Vancouver 

164 Jamal, Ms. Farahnazz, Student, I,angara College, 
Vancouver 

165. Jamal, Ms. Naheeda, Student. Douglas College, New 
Westminster 

166. Janif, Mr. Mohammed, Businessman, Vancouver 

167. Jawanda, Mr. Satinder, Brooklyn, New York 

168. Jina, Mr. Altaf, Vancouver 

169 Jothi, Mr. Harish, Financial Analyst, Vancouver, BC 

170 Joahi, Mr. Panshil, Bank Employee, Vancouver 

171. Jodii, Mr. Sudhir, Engineer, Toronto 

172. Jumani, Mr. Shiraj, ^countant, Vancouver 

173. Jymhi, Ms. G., Student, SFU, Burnaby, BC 

174. Kabaliswaran, NY TamS Sangam, NY 

175. Khalon, Mr. Iqbal. WeUer, Surrey, BC 

176. Kaladi, Dr. Vasudevan, Atlanta, GA 

177. Kalal, Mr. David Dasharath, New York 

178. Kalirai, Mr Sukhraj, Brampton, Ont. 

179. Kamani, Dr. Azad, Physician, Vancouver 

180. Kane, Ms. Sadhana, New York 

181. KapUa, Ms. Shuchi, Ithaca. NY 

182. Karim. Ms. Nihara, OradeU, NJ 

183. Kassam, Mr. Nurdin M., LLM, Barrister, Vancouver 

184. KaSsam, Ms. Shelina, Edu., Consultant, Vancouver 

185. Katiyar, Ms. Monica, Champaign, IL 

186. Katyar, Mr. Dinesh, Stanford Univ., CA 

187. Kaul. Mr. Mabarqj, South Asians for Cidlectivc Action, 
Freemoni, Calif 

188. Kazimi, Mr Ali, Film-maker, 'Ibronio 

189 Khabra, Mr Kuldip, Taxi Busi., Mississauga, Ont. 

190. Khaki, Mr. Aziz, Committee for Racial Justice, 

Vancouver 

191. Khan Ms. Farhat, National Film Board, Vancouver 

192. Khan. M.. Elmhuiii. N5' 

193. Khare, Mr. Nikhil, Family Worker, Vancouver 

194. Khera, Mr. Gurdev. Industrial Worker, Burnaby, BC 

195. Khoja, Mr. Jamal, Businessman, Vancouver 
1%. Khoala, Mr. Vinil, College 'learher, Vancouver 

197. Kirpalani, Ms. Anjna, Student, Simon Fraser University, 
Vancouver 

198. Knippling, Dr. Alpana Sharma, University of Delaware. 
Newauh 

199. Koshy, Drx. VUsala and Koaby, Albuquerque, NM 

200. Kothari, Mr. Smiiu, Cornell University. Ithaca, NY 

201. Kothaw^, Darius, Univ. of lU., Urbana-Chtmpaign 

202. Krishna, Dr. Sankaran, University of Hawaii ‘ 

203 Krishnan, Mr. Ranganalhan, Cambridge, MA 
204. Ladha, Yasmin,'Writer, Calgaty 

205 Lakhan, Mr. Ali, l,awyer, Vancouver 

206. Lehal, Mr. Paramjil, Worker, Vancouver 


207. I.ele, Dr. Jayani, Quern's University, Kingston, Ont. 

208. Lobo, Cyria, Brooklyn, NY 

209. Lord Professor Meghnad Desai, London School of 
Economics, l.ondun 

210. Mahani, Mr. Andresh, Meal-Cutter, Vancouver 

211. Mahil, Mr. Harinder, Victoria 

212. Mahil, Mr. Tarlochan, Brampton, Ont. 

213. Mann. Mr. Karnail, Worker, Vancouver 

214. Mann, Ms. Danhan, Receptionist, Wncouver 

215. Maqbcxil, S. M., Flushing, New York 

216. Maqbool. Shuja, Flushing, NY 

217. Maskali, Mr. Azmat, Harvard Sch. of Public Health 

218. Mathai, Ms. Mary, Student, Princeton University 

219. Mathur, Ms Chandana, New School, New York 

220. Mathur, Ms. Saloni, New York 

221 Mayor, Mr. Satyajeet, NY 

222. Mehdi, Mr Feroz, Canadians for Secular India, 

Montreal 

223. Mehta, Mr. Ved, Writer, c/o 'ITie New Yorker, New York 

224. Merchant, Mr. A., Student, University of British Colum¬ 
bia, Vancouver 

225. Mishra, Mr. Parashar, Student, York University 

226. Mitha, Mr. Amir, Realtor, N. Vancouver 

227. Mohamedali, Mr. Amitali, Barrister, Vancouver 

228. Mohan, Dr. Brij, Louisiana Slaic Univenily 

229. Monie, Ms. Savita, New Wrk City 

230. Mookeijea, Sourayan, Tbronto 

231. Moorthy. Dr A. Vishnu, Madison, WI 

232. Moorthy, Ms. Indira. Madison. WI 

233 Mubayi, Dr. Vinod, Bronkhaven National l.aboralories, 
and EK'IA, New York 

234 Mukaddain, Mr. Waheed, Cambridge, MA 

23-5 Mukhciyee, Mr. Alok, Acting Chief Commissioner, 
Ontario Human Rights Commission 

236 Mukheiycc, Prof. Arun Prabha, York University 

237 Muralidaran, V, Uni. of III, Urbana-Champaign 

238 Muthuramu, Dr. K, York University 

239 Nadarajan, Mr. Roger, Government Office Manager, 
Vancouver 

240 . Nadeem-Parmar, Mr. Kulwant Singh, Retired Engineer, 

Burnaby, BC 

241 . Naim, Dr. C. M., University of Chicago 
242:. Narasimhan. S, Port JelTetson, NY 

243'. Narayanan. Dr. P. J, Cameigic-Mellon Univ, Pittsburg 
244'. Narcndran, Prof. Miath, Stale University of NY. Albwy 
245 '. Natraj, Ms. Shalini, Somerville, MA 
246Ooraroan, Ms. Nandini, Johns Hopkins University, 
Baltimore 

247 . Palal, Dr. Ravi, Univeisity of Hawaii 

248 Paras, Mr. Karnail Singh, Rexdale, Ont. 

249. Wrbhakar, Mr. Dwarka DuU, Chef, Hotel Vancouver 

250. Parias, H. Briarwood, NY 

251. Parmar, Mr. Sutjit. WeHing Supervisor Vancouver 
'252. Parmeswaran, Ms. Shysmala, Chicago 

253. Parveen, Mr. Quawsar, New \brk 

254. Patel, Mr Ashwin, Graduate Student, UBC 

255. Pavaie, Dr. Gauri, Univ. of III, Urbana-Champaign 

256. Pendakur, Dr. ManjunatK Northwestern Univenily, IL, 
and INDIA ALEUT 

257. Pendakur, Dr. Setty, Univenily of British Columbia, 

' Vancouver 

258. I kmdakur, Mr. Sndhar, Soiial Worker, Vancouver 

259. t *hilip, Ms. Radhika, New York 

260. P 'irbhai, Mr. Abdul, Businessman, Vancouver 

261 P opat, Mr. Imiiaz, dommuniiy Wbrkcr, Vancouver 

262. Pi rakash. Dr. Cyan, PriiKeton University, NJ 

263. Pi -asad, Mr. Madbrn, Student, Univenily of Pittsburgh 

264. Pi tar, Mr. Rattan, Railed Worker, N. Vancouver 

265. Pu tbenveeiiil, Mr. Jairaj. Madison, WI 

266. Ra i, Mr. Amrik, Contractor, Vancouver 

267. Ra i, Mr. Charan, Contractor, Vancouver 

268. Rai , Mr. Resham, Concrete Worker, Vancouver 

269. Rai . Mr Tara Sin^, Rexdale, Ont. 

270. Rai . Ms. Mridu, New Vbrk 

271. Raj< I, Dr Narayan S, Honolulu, Hawaii 

272. Rajs ibali, Mr. Ali, Horticulturist, N. Vancouver 

273. Raja gopal. Prof. Arvind, Purdue Univenily, West 
Lafa yctic 
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274. 

Itajammi, M«. Kamala, Greenbdt, Md 

341. 

Singh. Mr. Amrik, Brampton. Ont. 

275. 

R^aa, Mr. Rjyendra, Maditon, Wi 

342. 

Sini^, Mr. Ashok, Ikxi-Driver, Vancouver 

276. 

R^cndnn, Mti Suiaa, Student, Langara College, 

343. 

Sin^, Mr. Balwinder, Brampton, Ont. 


\4uK(niver 

344. 

Singh, Mr. Bilhar, Brampton, Ont. 

277, 

Ramakrifhnan, Dr. Rajaaeiihar, Columbia Univrnity, 

345. 

Singh. Mr. Davender, Welder, Surrey, BC 


New 3tork 

346. 

Singh. Mr. Gurminder, Rexdalc, Ont. 

278. 

Rantakrirhiia, Mr. Satish, Ithaca, NY 

347. 

Sinf^, Mr. Itsurcharan, Elec. Eng. University of 

279. 

Ramdkriiknan, Or. Ramani, N<mk Contfx>l Specialiit, 


Saskatchewan, Saskatoon 


Ibronto 

348. 

Singh, Mr, Haijit, Brampton, Oni. 

280. 

Riunana, M. V, Brookline, MA 

349. 

Sin^, Mr. Hamarinder, Construction Worker, Surrey, BC 

281. 

Rjunaiwouny, Mr. Rjgagopid, Jackaon Heights, New York 

350. 

Singh, Mr. Priism, Oxford Universily, England 

282. 

Ramdas, Ms. MaUika, New York 

351. 

Singh, Mr. Kashpai, Brampton, Ont. 

283. 

Rangarao, Ms. Anjana, Livingston, NY 

352. 

Singh, Mr. Seeshre, Insurance Salesman, Surrey, BC 

m. 

Raniga, Mr. Utnesh, Gemologisl. Vancouver 

353. 

Singh, Mrs. Leila, Nurse. Burnaby, BC 

285. 

Rao^ Vdcheru Narayan, Madison, WI 

354. 

Singh, Ms Manisha, Vancouver 

286. 

Rao^ Laxroi J, and J. Mohan, Newton, MA 

355. 

Sin^, Ms. Navsharan, Student. Caricion Univeisity, Ottawa 

287. 

Rattan, Mr. Niniial, Industrial Worker, and Secretary 

.356. 

Singh, Ms. Raahmi, Vancouver 


IPANA, Vancouver 

357. 

Singh, Raminder, I^nn. Stale Univ, University Park, PA 

288. 

Rattan, Mr. Amaijit, Film Maker, Vancouver 

358. 

Sinha, Ms. Ritu, New V>rk 

289. 

Ray, Dr. Ranjan, University of British Columbia, 

359. 

Sivakumaran, Anilkumar, SU.NY, Stony Brook, NY 


Vancouver 

360. 

Sivaraman, Ms. Gcelha, Brooklyn, NY 

290. 

Reddy, Mr. ^it, Rushing, NY 

361. 

Sood. Mr. Atul, Studera, Carleton University, Ottawa 

291. 

Reddy, Mr. Gangula, Jackson Heights, New York 

362. 

Soofi, Mr. Amaijit Singh. Realtor, Vancouver 

292. 

Rode, Mr. ^raer. Writer, Burnaby, BC 

363. 

Sopory, Mr. Pradeep, Madison, WI 

293. 

Sahota, Mr. Balwant, Rexdalc, Ont. 

364. 

Spivak, Dr. Gayain Chakravorty, Columbia University, 

294. 

Sabota, Mr. Cumam, Businessman, Vancouver 


New York 

295. 

Sahota, Mr Partap, Recreation Worker. Vancouver 

365. 

Srinivas, Dr, C, Schencaady, NY 

296 

Saifulta, Mohamad, Bronx, NY 

366. 

Srinivasan, Ms Vaaanihi, Ottawa 

297. 

Saklikar, Dr Vasant, Unit^ Church of Canada, New 

367. 

Sud, Mr. Hari, Richmond ^ill, Ont. 


Westminster, BC. 

368. 

Sukhiridrr, Port-Writer, Editor, Satwad, loronto 

298. 

Samji, Mr. Alnoor, Accountant, Vancouver 

369 

Suirman, Mr. Zool, Barrister, Vancouver 

299. 

San^u, Mr. Daijit, Realtor, Vancouver 

370 

Sull, Mr. Amrik, Realtor, Vancouver 

300. 

Sandhu, Mr. Suijeet, Dry-Cleaner, Surrey, BC 

371. 

Suit, Mr. Harfoans, Sawmill-Worker, Vancouver 

301. 

Sandhii, Ms. Bhapii^r, Social Worker, Rchmond, BC 

372. 

Sundareswarari, Ms. Poomima, Syracuse, NY 

302. 

Sangha, al-Qamar, Vancouwr 

373. 

Sundarcswaraii, Ms. Shobana, Syracuse, NY 

303. 

Sanfdta, Mr. Dklar, Landscaper, Vancouver 

374. 

Sur, Mr. Mriganka, Framingham, MA 

304. 

Sangha, Mr. Sohan, Vancouver 

375. 

Syrd, Mr. Fazul Haq, Long Island, NY 

305. 

Sanghera, Ms. Jyoti, Instructor, Simpn Fraser University, 

376. 

Ikkhar, Mr. Pradeep, Salesperson, Vancouver 


Vancouver 

377. 

Tkkhar, Ms. Baijit Kaur, Ibronto 

306. 

Sangfai, Dr. Dheeraj, Uni. of Maryland 

378. 

Talewaiia, Mr. Gurchaian, Postal Worker/Elecirician, 

307. 

Sangra, Ms. Baijit, Counsellor, Wncouver 


Vancouver 

308. 

Sangra, Ms. Haijindcr, Social Wrrker, Vancouver 

379. 

Talwar, Ms. Noopur, Social Worker, \^ncauver 

309. 

Sari^, Mr. Salil, Radio France Intenwticmat, Paris 

380. 

Tkngri, Dr. Shanti, Rutgers Univ, NJ. 

310. 

Sawal, Mr. Dineth, Ann Arbor, Mi 

381. 

Tay^, Mr. Alexander, Psychiatric Nurse, Vancouver 

3tf. 

Sdvakumar, Prof. C. S, University of Watcrioo 

382. 

Thandi, Mr. Kutdip, Saw-Mill Worker, Vancouver 

312. 

Sen, Falgum, New \brk 

383 

I'hind, Mr. Giart S, Businev, Burnaby, BC 

313. 

Sen, Mr. Basav, Studem, Aunin, TX 

384, 

Tirunialai, V. Q, Madison, Wis. 

314. 

Sethi, Ms. Rita, Brooklyn, New Ifork 

385 

Tirupailur, Mr. Vtshwanalh, Uni. of 111, 

315. 

Shah, Mr. Kadimira, Soda! Worker, London, England 


U rbana-Champaign 

316 

Shah, Ms. Priti, Community Organiser, VaiKouvcr 

386. 

Tit, Mr. Makhan, Businessman, Vancouver 

317. 

Shamsuddin, Mr. Karim, Orahge, CA 

387. 

lyier, Ms. Mary, Ex-pdilical prisoner in India, London, 

318. 

Sharms, Dr Haii, Simon Fraser Univeisity, Vancouver 


England 

319. 

Sharma, Dr. Shalendra, University of loronto 

388. 

Vadakkath, Mr. Nandu, New York 

320. 

Sharma, Jagdish and Mimi, University of Hawaii, 

389. 

Varma, Dr Daya, McGill University, Montreal 


Honolulu 

390. 

Vassanji. Mr. M. G, Novelist, Editor/Tironlo South Asia 

321. 

Sharma, Mr. Abi, Hotel Worker, Vancouver 


Review 

322. 

Sharma, Mr. Jagat, Architect, Ithaca, NY 

391. 

Vaswani, Ms. Reshma, Dumont. NJ 

323. 

Sharma, Mr. Rajeev, Greenbell, MO 

392. 

Valuk, Dr. Ved Prakash, Folklore Institute. Berkeley 

324. 

Sharma, Ms. Kmini, Attorney, New Ifork 

393. 

Vclji, Ms Sheiina, Vancouver 

325. 

Sharma, Ms. Kanu, Librarian, Ithaca College, 

Ithaca, NY 

394. 

Venkatappa, Dr. Siddhanha, Harvard School of Public 

Health 

326. 

Sharma, Ms. Nandila, Student, Simon Fraser Univertuy, 

395. 

\A;nkaiapuram, Mr. Sridhai, New ¥ork 


Vancmiver 

396. 

Venkaiaraman, Ms. Chitra, Uoiv. of III 

327. 

Sharma, Ms. Rachana, Researcher, Saskatoon 


U rbana-C ham paign 

328. 

Sharma, Prof. Satya, Universily of Ssskatchewan, 

397. 

Venkatesh-Mannar, Vijaya, Etobicoke, Ont. 


Saskatoon 

398. 

Vtckram, Mr. Cameron, Psychiatric Social Worker, 

329. 

Shidore, Mr. Sarang, Austin, TX 


Vancouver 

330. 

Shivji, Najrouddin, Vancouver 

399. 

Vickram, Ms. Pammi, Realtor and Businesswoman, 

331. 

Stoker, Mr. Satnaro, Building Contractor, Surrey, BC 
ShrolT, Mr. Hoihang, Barrister, Vancouver 


Vancouver 

332. 

400. 

Virdi, Mr, Ranjit, Pres. East Indian Workers Asao, 

333. 

Sbukla, Mr. I. K., San Ptodro, Cal. 


'Ibronto 

334. 

Sian, Mr. Jatpal, Microbioiogist. Sumy, BC 

401. 

Viswanathan, Dr. Gauii, Golumbia University, New York 

335. 

Siddhu, Mr. Haijinder, Mechanist, Surrey, BC 

402 

Warakk, Mr. Hardev, Buifding Contractor, VancnuVkr 

336. 

Siddiqi, Ms. Diba, Baldmore 

403. 

Yashpal, Mr. Vickram, Computer Programmer, 

337. 

Siddiqi, Ms. Yiimna, New \brk 


Vancouver 

338. 

Sidhu, Mr. Daijit, Insuiancc Agent, Vsneouver 

404. 

Yksin, Mr. Mohammad, Accountant, Vancouver 

339. 

Sn|^, Dr. Hint, University of Ibrtmto 

405. 

^achaiiah. Dr Mathew, Univ. of Calgary 

340. 

Singh, Mr. Amaijit, Brampton, Ont. 

406. 

Zirvi, Mr. Sutjan, Journalist, Toronto 
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PERSPECTIVES 


Fragile Mega-Worlds 
After the Sacrifice 

Peggy Mohan 


There is a pattern that keeps recurring as we trace the movements 
of 20th century man up from small social groupings into 
megasystems. At one level, it has involved technological 
intervention into small functioning systems. At another, it has also 
resulted in qualitative change And inevitably, this qualitative 
transformation has had far-reaching consequences in the domain 
of social justice. 


“..jindl whai”, 1 asked, “is the biggest 
reason people are safe on the roads?” 
The little girl thought, laterally, and 
answeied me; “because nobody really 
wants to hurt us!' 

IMAGINE, for a moment, a topsy-turvy 
world, in which every driver, in fun or in 
malice, wished to hit you as you walked 
down the. street. Where every adult had 
plans to k'diiap your child. Where every 
stray dog was actually out to bite you. 
Now try to imagine the '"ms you would 
have fo design to protect yourself from 
this constant level of danger—and how 
very often your best systems would tail at 
protecting you. 

Thought experiments like this bring 
home to us how much we depend on the 
inbuilt nature of human beings, rather 
than the power of official enforcement 
systems, for our basic security. So it was 
in the beginning, when we lived in small 
social groups, never really analysing all the 
forces interacting to create order and 
stability in our lives. And so it is now, even 
as we n'’,;issistically give ourselves full 
credit for creating the systems which, we 
believe, bring law and organisation to our 
lives. 

There is a pattern that keeps recurring 
as we trace the movements of 20th century 
man up from small social groupings into 
megasystems. At one level, this pattern has 
involved technological intervention into 
small functioning systems with the narrow 
aim of maximising something quantitative 
about them, and these interventions have 
resulted in new kinds of structures, more 
dependent on man’s control. Big 
agriculture. Mass media. The world 
market, l-arge plural societies operating 
as nation states. 

from another standpoint the transition 
iqto megasystems has not been just 
another quantitative increase The switch 


has been every bit as significant and as 
qualitative as if it were from an ‘analogue’ 
mode to a ‘digtial’ mode And, as with the 
transition Irom the analog to the digiul, 
man moved beyond his natural in-built 
capacity for ‘andaza’ which had kept him 
on track ever since eternity The scale of 
things now exceeded the bounds of our 
genetically guided competence We were 
now in a brave new world! 

The big mistake, however, was our 
thinking that all of existence necessarily 
obeyed the same natural laws we had been 
familiar with in the small-scale low-energy 
worlds we began from. But even in those 
small systems our understanding of 
natural laws had had been largely in¬ 
tuitive, and without any teal analytical 
depth. So it was easy for us to jump to 
the narcissistic conclusion that we were the 
ones whose design and effort maintained 
the balance in our social groupings, dis¬ 
counting the awesome role of the self¬ 
regulating environment, and our own un¬ 
conscious inner programming, and to go 
one step further. If we were the ones 
whose efforts kept things in order, all we 


had to do was to ‘speed them up’ for 
things to be ‘better’. And a great ‘divorce’ 
took shape around this mythology: man 
became, more formally, an “individual”, 
distinct from his social group and his in¬ 
teracting environment. Man could stand 
alone, with quantitative resources at his 
command: money, and power. AH had 
broken free of their primary context and 
attained a separate existence. The pieces 
were now free to move: the game could 
begin! 

And, inevitably, this qualitative 
transformation that started out as a quan¬ 
titative tinkering had far-reaching conse¬ 
quences in the domain of social justice, 
as face-to-face organic systems gave way 
to impersonal abstraction. It was ‘pro¬ 
fitable’ no begin growing sugar, the 
quintessential .nutritional analogue of 
granulated ‘energy’, and to turn whole 
island colonies into vast sugar plantations 
utilising slave labour, and this in turn 
rationalised the genocide of a whole in¬ 
digenous people and the most dehumanis¬ 
ing enslavement ever seen on this planet. 
It was ‘productive’ and ‘capiul-crealing' 
to manufacture on a mass scale, and so 
the factory assembly-line, which mocked 
at ordinary man’s urge for creation, was 
born and made the lynchpin of the in¬ 
dustrial age. 

The name of the game was. accumula¬ 
tion. 1b make those great mountains of 
capital they had to leave deqi and desolate 
gorges all over the landscape. The great 
mass of humanity began to fall by the 
wayside, and become invisible as they 
relived in their minds an older world of 
natural justice. 

And man-made rules followed this 
disassociated thinking. Megasystems 
demanded the kind of impartiality that 
would decontextualise events, the kind of 
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justice tiMt woutd become a world unto 
itself, insulated. Safe from localised bias, 
but bUnd to the intuitions that had guided 
face-to-face justice, and ensured that 
things remained in balance. What emeiged 
out of the magnitude of the new system, 
and its insulation from localised ground 
realities, was the grace period of a ‘float- 
phaset—a period of time during which the 
consequences of high-level decision would 
remain below our threshold of perception. 
Deprived of visibility, some adverse con¬ 
sequences might even vanish. It happened 
often enough to sustain the belief that 
high-level objectives might be met without 
social cost, or before the social '‘bill” 
could be presented in unequivocal terms. 
What resulted, undbr the protective um¬ 
brella of the megasystem, was the 
knowledge that gross infringements of 
natural humane forms of behaviour could 
be justified in terms of the logic of the 
larger system, and the realisation that act 
was now a thing divorced from conse¬ 
quence, maybe forever. 

To pose all this in psycho-socidi terms, 
what we had, now, was no longer a col¬ 
lection of bad-minded individuals taking 
liberties with the rights of other indi¬ 
viduals. Oh no! What had finally come 
true was a Frankenstein dream: the mega¬ 
system. growing bit by bit as we ‘fed’ it, 
had finally emerged from its quiescent 
gestation and awoken to its own indi¬ 
vidual life. People, and eveiHs, could now 
more ‘producdvely’ be viewed as statistical 
probabilities, and as outcomes of forces 
interacting within a living system. Even 
leaders would now be larger the upshots 
of the logical flow ot the .system. We were 
all less free than ever before, but mostly 
we were happy, and hopeful. The divorce 
from immediate consequence had had its 
effect in the domain of positive social ex¬ 
pectation. Man bad learned to keep his eye 
on the future; and to wait 

Balance was gone, but the structure 
stood tall, safe and unconcerned. This it 
tould do in two interesting ways. ‘Spatial¬ 
ly’ speaking, the structure now worked ac¬ 
cording to the laws of thermodynamics as 
a ‘living’ system, far-from-equilibrium, 
sustained the vast amounts of energy 
that flowed through it. It had become a 
living ‘dissipaive structure!: like the Sun. 
like a whirlpool, like a living person. And 
‘temporally’, the structure achieved a 
potential balance by borrowing against 
the future, by discounting consequence. In 
other woids, if the model was right, the 
megasysiem would need a vast and con¬ 
tinuous supply of energy to ‘feed’ it, and 
it would owte heavy debts which it would 
one day be called upon to settle. 

Tliis is a classic ’phase transition’ situa¬ 
tion, where a linear process of incremen¬ 
tal growth gives way to a fundamentally 


new landscape on a differoit plane of 
energy. In phase transition what we do is 
'cross the threshold’ into another ‘phase' 
of existence, where suddenly the old laws 
no longer apply. One such moment in 
time came when physicists, happy in a 
world ‘almost-describi^’ by Newton, turn¬ 
ed their attention to ‘hyper-real* pheno¬ 
mena at the speed of light out in the fiee- 
floating cosmos or down in the particle 
zoo. As Newtonian laws broke down in 
‘hyper-real’ space-time, Einstein made the 
mental leap to a concept of structure in 
which the speed of light—and not human- 
seen matter, space or time—was the cen¬ 
tral constant. Crucial to this new vision 
was man’s utter rel^ation to the status of 
a variable; thi$*submission was essential 
to the laws oT phase transition upward 
from human-felt reality to hyper-reality. 
Upward phase transition meant migrating 
into a system whose worldview was intrin¬ 
sically at odds with the genetic program¬ 
ming that underlies human perception. 

It is a very short step from a system at 
odds with the interests of the individual 
to a system under stress turning hostile to 
individuals within it whom it finds in¬ 
convenient. And for its own protectipn the 
system forms, out of its human com¬ 
ponents. apparatuses for regulating itself. 
'The objective is to keep orda by suppress¬ 
ing or eliminating ‘fluctuations’ while the 
system carries out its own work. When 
times are good, and the system is ‘un¬ 
excited’, this work ta'xes the form of ‘ser¬ 
vice’ to the other human beings within the 
system, and is essentially a benevolent 
force maintaining a stable order. But 
under stress the system’s imperatives 
change, and the )ob becomes one of ex¬ 
ercising power. 

There is no use here etploring the 
various ways in which disturbance can be 
handled with minimal harm to indivi¬ 
duals: the system like any other living 
thing has an in-built bias. As a high- 
energy megalith bent upon an in-built 
course of growth, it prefers to react 
decisively and without compromise. For 
this, creatures tuned to 'service and good 
relations do not deliver the required result 
quickly or unequivocally enough. So exit 
the benevolent state. Leadership turns 
private and authoritarian. And a new kind 
of protege-and-hero enters the fray, the 
kind of individual who is obedient and 
ruthless. Ideally he should also have 
no personal opinions, and be perfectly 
malleable, but these attributes are often 
incompatible with the power and authori¬ 
ty he must exercise So instead his personal 
agenda must essentially coinddc with that 
of the system. Enter the warlord. 

And so it comes to pass that the most 
‘advanced’ megasysiems on the planet are 


sustained by the most primitive kind of 
force The regulatory sector includes in its 
ranks various kinds of psychopaths whose 
talents at restoring contrd derive from 
serious personal aberration. The top levels 
favour ’fronts’ who are telegenic and 
managerial, and uninterested in any nutjoi 
change thai would disturb the smooth 
flow of the system. The most serious 
.change on the horizon is the gravitational 
pull towards a totalitarian level of control: 
mass participation becomes something ‘ir¬ 
relevant’. ‘too time-consuming’, and ulti¬ 
mately ‘disruptive’ to the imperatives Of 
the economic order. The springtime of 
experiment and of maximising options 
is over. 

The new being we inhabit is a different 
animal. Since it is essentially quantitative, 
it is uncomfortable and impatient with 
qualiutive social diversity unlinked to the 
clean lines of its economic hierarchy. Since 
it lives at a very high level of energy. It is 
inherently highly stressed, and these 
stresses t.anslate downwards as social 
acrimony and individual toisions along 
the natural ‘fault lines’. As a classic 
‘dissipative structure’ it generates vast 
‘toxic wastes’ of social and individual 
anger, which float around as a nebulous 
frustration, seeking interpretation and 
justification in terms comprehensible at 
human-felt ground reality. It also gene¬ 
rates a more formal ‘toxic waste dump’ 
which mirror-images the order in the 
system, in the form of an oiganLsed crime 
sector. The magnitude of its industrial sec¬ 
tor also entails the existence of a shadow 
world of large-scale production, purchase 
and stockpiling of armaments. Ilie more 
sophisticated the strunuration in its com¬ 
mercial sectra, the larger the proportion 
of ‘empty’ and inessential products being 
generated. 

Because of its great disunce from 
natural levels of equilibrium, the system 
if obsessed with total control, as only a 
total level of control can seal it off from 
the forces of entropy which aim at its total 
disintegration. Because ii is ‘totalitarian’, 
it ‘reconciles’ conflict not fay consensus, 
but by choosing and backing the ‘strongest’ 
of tlie contending options, and seeking to 
afaisorb or eliminate the oihen. It is an in¬ 
scrutable beast, whose intrinsically salta- 
tional pattern of evolution gives little 
warning of the sudden disruptions that 
‘punctuate’ its long periods of outward 
stability. It is a creature utieriy unconcern¬ 
ed with present-day human happiness. 
Like the awesome dinosaur, or the woolly 
mammoth, it is perfect, it is an evolu¬ 
tionary dead-end, it is utterly fragile. 

‘Fragile’ is a word that kee^ cropping 
up when we speak of the equatorial rain 
forests in all their glory. Ever since eter- 


Economic and Political Weekly May 22. 1993 


1031 



nity they haw towered over us and inti¬ 
midated. But now. they stand helpless, and 
we realise the staggering job it is to prop 
them up when the responsibility for then 
survival falls on us. They looked so very 
safe, as their sire insulated them, in time, 
from the consequences of the liberties we 
have been taking with them. But what 
they lack is the gradualistic response we 
are humanly tuned to expect. One day 
they scern fine they can take it all, and 
more. The next day they are fighting for 
their lives. 

The behaviour of a megasysiem when 
it comes tumbling down is bewildering. It 
is almost as if the more ambitious it seem¬ 
ed as a ‘human’ ex|>erimeni, the more 
plural the forces if reconciled, the more 
stable and mature it looked—the more 
viciously and atavistically it convulses as 
its lights go out. It calls to mind a smooth 
spherical balloon, sustained in shape by 
the pressure of the air in it, air pressure 
which itself accelerates the rupture once 
a liny chink m the order appears. And it 
explodes in an instant. 

It makes one wonder, ttx), whether (here 
really is anything ‘constant’ about human 
beings, even at human-felt reality, since 
the bro.ii! ma-ss of humanity, the ‘giwd’ 
people, swing sc wildly in the roles they 
are capable of playing day a loyal 
soldier of the oiganisation, obedient and 
unquestioning - the next day a paianoid 
killer erupting with personal xenophobia. 
One day an uibanc, cosmopolitan “yuppid— 
the next day a born-again supiiorier of 
unfamihai sectarian beliefs which hold 
out an offer of personal reassurance in a 
world full of stress, insecurity and self¬ 
doubt. One day a disoiganised non¬ 
achiever—the next day a stable worker 
with the patronage of his boss and a 
smooth uneventful career ahead. 

The crucial difference, m the lives of 
‘good’ i!»' 'biding iKoplc is system, that 
large security blanket that organises and 
decides. This, is the true face of the mass 
of humanity, and their blunt earnestness 
is what brings the shudder, and (he in¬ 
verted commas around the word ‘good’! 
The ones who understand why we have to 
kill out neighbours, the ones who proudly 
send their children to the batlleneld to die, 
the blessed ones who never do anything 
•wrong’. After the catastrophe, it is left to 
the misfits, the ‘outsiders', the ‘bad’ ones, 
to clean up, and to lead the flock back to 
a new light. 

When catastrophe comes, unfailingly 
through the internal logic of a system and 
its pattern of growth we have what is call¬ 
ed a catalytic crisi.s. What is especially 
beautiful about a catalytic crisis is that it 
is nature’s way of providing a hiatus dur¬ 
ing which the system and the catastrophe 


itself can be analysed, and the other com¬ 
peting options, which were always there 
but submerged by the success of the 
.system in full swing, explored. The iner¬ 
tia of the megasystem is broken.'It is a 
unique moment that allows for the possi¬ 
bility of reversal! 

None of these events happens by 
human design: the process of ‘speciation’ 
of a living svstem is something far more 
mysterious and organic, where we have 
space to function only indirectly in a nur¬ 
turing role Our greatest source of authori¬ 
ty in ‘growing’ a better system is the com¬ 
patibility of our desires with the tenden¬ 
cies of the larger environment, and these 
in this moment of crisis, are oriented 
towards a return to equilibrium, towards 
reversal. And a reversal of the key features 
of the system would yied a very familiar 
list of attributes: plur^; low-stress; encigy- 
efficient; balanced; consensual; trans¬ 
parent; happiness- promoting; open- 
ended. A system (hat acknowledged error, 
accepted correction, and learned from its 
mistakes. 

In Buddhist thinking it is mankind's lot 
to journey from a primal state of grace 
and unconscious harmony with our 
natural environment, through a harsh 
noontime of schism, confrontation and 
atomised individuality, to reach the even¬ 
ing of our life ready for the paradoxical 
step of fusion back into our world without 
losing the insight gained in the experience 
of individuality. What is striking in this 


process is the attention and support given 
to those souk trying to transit upwards 
from the state of ‘selfishness”, as if this 
pha.se marked an unworthy immaturity 
which much be surpassed, if we are ever 
to become better. 

If these models are right, there is 
nothing inevitable about this particular 
megasysiem as man’s final destination. It 
looks instead like a unsustainable transit- 
stop where we learn about unhappiness 
and garner the reductionist skills we might 
need in the journey ahead. But the onward 
journey is full of the disruption of rever¬ 
sal, of undoing the groundwork of a 
whole course of development, of finding 
a new way. 

In his final film. Sacrifice, in the 
shadow of his impending death, Andrei 
Ihrkovsky tells of a world gone so far 
wrong that the world itself has become 
‘sinful’. There is no question of trying to 
seek out and salvage ‘good’ elements, 
because they too are upshots of the flaw¬ 
ed system, and thus themselves inherently 
‘sinful’. What is needed is a total cleans¬ 
ing, and a new beginning. 

And he ends with the words of a child,, 
watering the same fragile tree his father 
had been watering at the start of the story, 
a boy speaking for the first time, in words 
that echo the beginning of Creation in the 
Bible, and the Buddhist transition into the 
world of ‘self: 

In the beginning was thr Word’; 

why was that so bad, Father? 
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Biotechnology: Miraculous or Murderous? 

Gail Omvedt 

Biotechnology: Economic and Social Aspects—Issue's for Developing 
Countries by E J DaSilva, C Ratledge and A Sassoon; Cambridge Univcisity 
Press, Cambridge, UK, in association with UNESCO, 1992. 


BIOrECHNOLOGY to many is a kind of 
Aladdin’s lamp, promising miracles in 
productivity and profit, especially for the 
most depressed sector of the Indian society 
and economy, agriculture. From car¬ 
damoms and orchids to all kinds of fruits 
and vegetables, from tissue culture and 
aquaculture to genetically modified 
plants, biotechnologies seem to offer an 
arena that would gladden the hearts of 
any worried about India’s economic crisis; 
tremendous scope for foteign investment 
on the one hand and the development of 
profitable exports on the other.' 

There have also been plenty to sound 
the warning about the ominous side of 
biotechnology. The very features that 
make it attractive to some (a “new buzz¬ 
word in business’’, according to an India 
Today, article') raise hackles in others. 
Environmentalists have taken the lead in 
unleashing a full-scale attack on it, seen in 
such books as Henk Hobbelink’s Biotech¬ 
nology and the Future of World Agri¬ 
culture? Their critique is radical and at 
times apocalyptic. Focusing particularly 
on the biote^nologies of genetic mani¬ 
pulation, they argue that this ‘gene revolu¬ 
tion’ will prove even more destructive to 
world agriculture than the ‘green revolu¬ 
tion’ was. The green revolution’s increase 
in production in selected crops, the en¬ 
vironmentalists point out, was bought at 
the price of peasants’ increasing depen¬ 
dence on industrial-chemical inputs and 
the spread of agricultural systems that 
were more vuli\erable to disease ravaging 
monocropped areas, that wiped out gene¬ 
tic diversity and drought resistance, and 
were actually less productive in terms of 
inputs (whether of fertilisers or even 
water) than traditional farming systems. 
Even more than the GR, the critique 
argues, the bio-tech revolution will make 
peasants dependent on high-cost indusl- 
lial inputs, and whereas the GR was at 
least transmitted through mainly public 
institutions, the biotechnology revolution 
is almost entirely in the hands of private 
companies whose sole goal is profit. 

A powerful ethical broadside is levelled 
against the association of biotechnology 
with profit-making and patentability; 
what right do companies have to patent 
living organisms? what tight do they have 


to profit from the new seeds and techni¬ 
ques that normally take as their basis the 
seeds, plants and knowledge extracted 
from third world peasants and forcst- 
dwelleis who have developed and preserv 
ed them for centuries, if not millennia? 
And finally, the environmentalists argue, 
the overall effect of biotechnologies is like 
ly to be an economic disaster for the third 
world because they will allow the indust¬ 
rialised capitalist countries to develop 
substitutes for all the products, from 
coconut, palm oil, vanilla to sugar and 
fruit, which they now import from third 
world countries and which have become 
central export earners for many countries. 
This is a prediction whidi has gained 
widespread backing. As Martin Kenney of 
the University of California has put it, 
“Overall, the third world countries will 
probably be the losers, though they will 
have the opportunity to benefit. Right 
now, the technology is not going in the 
direction that would benefit third world 
economies;’’ 

All of this adds up to a potent indict- 
mmt. Nevertheless, many will feel doubts. 
What alternative is there? Is technology 
as such destructive to the poor or is it not 
also potentially liberating? If so. how 
do we take advantage of its liberating 
aspects? Can any country afford to turn 
its back on the latest technological 
developments? Such doubts are in fact 
reflect^ in contradictions inenviroiunen- 
tal campaigns themselves: on one hand, 
they hurl a broad, often emcHional critique 
against the very nature of the new tech¬ 
nologies; on the other the practical thru.st 
of most campaigns is the demand to take 
the new technologies out of private (multi¬ 
national) hands and put them in the hands 
of the sute, or to make them available 
cheaply to third world countries. Much of 
what is going on is in fact not a campaign 
dealing with the technologies as such but 
campaigns against multinationals, as em¬ 
bodied in a slogan put forward by the 
Malaysia-based Third World Network 
group, ‘the free market versus the green 
wave*. But this of course raises further 
questions about whether stales are all that 
benign in contrast to private corporations, 
or whether cheaply available destructive/ 
immoral technologies become less des¬ 


tructive and immoral for that reason. 

Some important light is thrown on al 
these issues (o' the set of studies sponsoret 
oy UNESCO under review. In contrast tc 
the environmental radicals the volume i; 
5 ul>er, al times boringly written, directec 
to scientific and technical audiences. I 
supplements the environmeniali.st critiqui 
at many points, hut calls on us to modif; 
it in crucial ways. 

First, as the UNESCO volume make 
clear, ‘biotechnology’ itself is a very broat 
field. Basically the term seems to refer tt 
any human manipulation of biologica 
systems; the definitions given by E . 
DaSilva on page 213 will give some sensi 
of the varying ways the word is used. Thi 
new, costly gene technologies are only ow 
type, the ‘hi-tech’ end of the field. At th< 
other stand ancient traditional techno 
logics of food preservation which have in 
eluded yeast, fermentation, d cese makini 
and bee' production; one cw> also extent 
the term to include all kinds of low-cos 
traditional and new farming practices (th< 
‘peoples’ biotechnologies’), making thi 
farmer, in the words of Hobbefink, “thi 
original biotechnologist” 

Nevertheless it is not inappropriate tha 
gene manipulation technologies shouk 
hold our attention, for tlie developin) 
technologies that threaten to impact work 
agriculture are expensive; industrial 
laboratory-based ones. The UNESCC 
volume makes this clear; as the prefaci 
states. 

Biotechnology costs money. It i.s the woric 
of business and investment. It is all to d( 
with making and selling products in i 
highly competitive world. Start-up re 
quires extensive research. Product am 
process development costs even more 
Marketing is crucial for success and is alsc 
very expensive... 

And the introductory article b) 
C Ratledge practically incorporates i 
semi-Marxist dependency theory when ht 
argues that unless linkage- e^ist (so thai 
the expensive new products produced bj 
the expensive technologies can be locally 
consumed and sold) development based 
on the new biotechnologies is likely only 
to increase the poverty and dependency ol 
developing countries: 

The successor biotechnoh^y is therefore 
dependent upon an affluent society 
already being in place, and willing to pib 
for. the new products. This is not to say 
that developing countries rannot have t 
biotechnology industry. It must be of e 
fundaniemally different type than that ol 
the developed countries, otherwise, with¬ 
out an arriuent society already in place tc 
buy the products, there is the loomint 
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truth that a vidous ecomunk drcie would 
be developed whereby, because of a poor 
market-demand for a particular product, 
there will be insufficient pronts to main¬ 
tain the investment to see the next series 
of products arrive at the market place 
(PP ^5). 

Ratcliffe thus manifestly denies that the 
road to prosperity can be through export- 
focused, high-cost technotogies. 

Nevertheless, where the UNESCO 
volume makes a major addition (and 
modirication) to the environmental critique 
is in taking account of the economic 
factor and associated political decisions. 
Junne's article on biotecht»logy‘s effect 
on international commodity trade agrees 
that the impact is likely to be huge and 
that it may very well work against the in¬ 
terest of countries by makmg it possible 
for countries of the north to develop 
substitutes for their agricultural imports 
from the south. Junne describes this as an 
additional factor to an overall process of 
declining commodity prices. \et, as he 
makes clear, there can be no easy predic¬ 
tion because the technological factors 
depend (and have always depended) on 
ecoromic factors and political decisions: 
“Biotechnology has no direct impact on 
commodity trade. The influence is always 
mediated by economic and political 
variables, such' as the strategies of laigc 
companies that organise the international 
division of labour, and political decisions 
of governments which set the parameters 
for world trade” (p I8S). Specifically, the 
impact of biotechnology (and of the early 
green revolution technologies) is heavily 
connected with policies of government 
subsidies to agriculture, subsidies which 
have over the years resulted in the im¬ 
poverishment and dependence of coun¬ 
tries of the south and the ablity of Europe 
and the US to dominate agricultural ex¬ 
ports, especially in the grain trade 

In fact, the case studies given in the 
UNESCO volume make it clear that in 
most cases the very costly industrial 
biotechnologies are not competitive, that 
without government support, subsidies 
and trade distorting mechamms they can¬ 
not easily replace ’traditional’ (low-input) 
agricultural products. 

A primary example here is the case of 
High Fructose Corn Syrup (HFCS). a 
sweetener prepared by the enzymatic 
transformation of corn starch, which has 
tremendously expanded after 1975 to 
replace much of sugar imports by the US. 
Hobbelink’s volume dies this as a ‘disaster’ 
for sugared producers in Brazil, the 
Philippines and the Caribbean, who have 
seen their exports decline dramatically.^ 
But where Hobbelink sees the cause as 
only technologiod, the UNESCO volume 


points out the economic and political 
aspect; the replacement of sugar HFCS 
has happened only in the United States 
(and Japan, due to the US pressure) where 
the interests of maize and sugar producers 
have combined with more of biotech com¬ 
panies to set high domestic prices for 
sugar and extremely low quotas for im¬ 
ports. it is only because of these policy 
measures cf protection that HFCS can 
undersell natural sugar, and in fact the 
quota system has been challenged as being 
incompatible with GATT rules (pp 176-80). 
Undeniably, a genuine ’free trade' in this 
case benefits the producers of natural pro¬ 
ducts as compared to the high-cost indust¬ 
rial substitutes. 

Conversely, while biotechnologies may 
make it possible for north countries to 
grow genetically modified substitutes for 
their agricultural imports, they can also 
make it possible for poorer countries of 
the south to develop substitutes fur some 
of their most costly imports. The most im¬ 
portant of these is petroleum, and the 
example studied in the UNESCO volume 
is that of bioethan'ol production, in which 
various raw materials (including sugar 
from sugarcane) can converted to 
ethanol; in Brazil a multiproduct industry 
is emerging including a biocthanol pro¬ 
gramme that is having a.major impact on 


ethanol costs (pp 26fD- Generally qwak- 
ing, the potentiality of using low-cost 
technologies for biomass production to 
provide not only food but energy substi¬ 
tutes is tremendous. 

Biotechnologies are thus, in and of 
themselves, neither miraculous nor mur¬ 
derous. Nevertheless the extremely high- 
cost new technologies must be seen as pro¬ 
ducts of a voracious, crisis-ridden capita¬ 
list development that is not only eco¬ 
logically destructive but in the end 
economically unviable ‘Green revolution’ 
historycan be cited here. During the very 
period irt which GR technologies were 
helping the growth of production in some 
third world enclaves, agriculture produc¬ 
tion in north America and Europe was 
rising even iaster, based on chemical- 
industrial agriculture, and this was the 
very period in which food exports from 
these countries began to flood the third 
world and became, in turn, major foreign 
exchange earners for the US itself. By 1984 
the US was exporting 69 per cent of its 
wheat, 41 per cent of corn, 59 per cent of 
soyabeans and products, 50 per cent of 
cotton; in turn this represented about one- 
half the world trade in grains: 37 per cent 
of world wheat exports, 56 per cent of 
coarse grains, 86 per cent of soyabeans 
and 21 per cent of rice. The US agricul- 
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deficit in manufacturing and other 
areas.’ 

The basic cause for this was the exten¬ 
sive system of government subsidies and 
supports which benented petrochemical 
companies and food processors and 
trading companies even more than north 
American and European farmers. By the 
mid-1980s, however, this ‘export boom’ 
was becoming an ‘export bust’ for the US 
and the system was running into crisis as, 
on the one hand, Europe was subsidising 
its agricultural exports to compete in 
world markets and, on the other, some 
third world countries were becoming self- 
sufficient in food.* Today, if government 
subsidies in Europe north America and 
Japan were withdrawn, the, reality is not 
that their Advanced technologies’ will out- 
compete ‘backward’ third world countries 
in agricultural trade, but that the im¬ 
measurably more competitive; still low- 
cost farming systems of the third world 
will allow their exports to wreck what is 
left of the chemically crippled, incubator 
baby-type pampered farming systems of 
the north.’ It is not likely that the ad¬ 
vances in biotechnologies will change this 
basic reality. 

How Japan and France want to save 
their farmers is, perhaps, their business, 
but it should not be done to allow them 
to export at the expense of the peasant 
communities of the south. 

What then should be the demarrds for 
state policy (of south governments) regar¬ 
ding the new biotechnologies? Perhaps the 
most dangerous argument of all is that the 
south governments should take them over 
and promote them! The UNESO) volume 
does contain one argument for this, with 
Burke Zimmerman as an enthusiast of 
gene technology arguing that developing 
countries should give “a high priority to 
the development of their capacities to con¬ 
duct advanced research and technological 
devcloptncnt...[meaning] a commitment in 
time and money and people;..hiring ex¬ 
perts from abroaid as consultants” (p 269). 
The basis of his logic is a specious univer- 
salism, that "all peoples of the earth 
should, as a principle of basic justice, be 
entitled to the direct benefits of new 
technologies” and that the developing 
world “can and should aspire to the level 
of economic and social conditions en¬ 
joyed by the most advanced countries” 
(p 267). It is an argument that will have 
.a natural appeal to India’s bureaucrats, in¬ 
tellectuals and scientists. 

As against this, it Is the basic conclu¬ 
sion of the TJNE^O volume that it is 
precisely the most high-cost of the new 
biotechnologies that are most dangerous, 
econoihically, for the devdoping countries; 


I ne sciemiric neveiopmems or geneiK 
manipulation, and now of protein 
engineering with the techniques of site- 
directed mutgensis to create new proteins 
with subtly improved characteristics, have 
attracted the attention of scientists 
everywhere. Such is the cost of these 
techniques, and such is the prohibitively 
expensive cost of developing new products 
into the market place from such techni¬ 
ques, that if we wanted to create a hole 
down which precious money and resources 
could be poured, then this is that hole... 
Biotechnology, if not wisely applied, can 
be a black hole down which valuable 
resources of money and intciicetuai man¬ 
power of a developing country can disap¬ 
pear without any positive benefit accru¬ 
ing to the investing country [Ratledge, 
pp 17-18). 

The UNESCO editors, thus, appear to 
agree with the eavironmeniaiists that the 
real service to agriculture can be done 
through the development of simple, low- 
cost, people-oriented and peopie-deve- 
ioped technologies that “improve and 
enhance the sustainable production 
systems of traditional farmers rather than 
replacing them with miracle solutions” 
[Hobbelink, p 145). 

But the danger, to repeat oncO again, 
is not so much from private corporations, 
multinationals or not, which themselves 
have depended for viability of much 
hi-tech production upon state subsidies, 
a.s from the state itself Environmentalists 
with their nostalgia for the Nehru model 
look to the slate to defend farmers and 
other producers from the multinationals; 
they may even be encouraged by the in¬ 
creasing rlietoric from all levels of govern¬ 
ment bureaucracy about 'sustainable 
development’, 'watershed development’ 
and so on. But the logic of statist support 
for expensive biotechnologies lies in the 
high-paid jobs for scientists and bureau¬ 
crats, the subsidies for politically- 
influenced companies, the opportunities 
for dispersal of patronage to politicians: 
and no matter what sops are thrown to 
popular participation and sustainable 
development, this logic will continue to 
operate as long as centralised state 
machineries retain control over power and 
resources. Breaking this control, moving 
in the direction of a truly Gandhian gram 
raj, is key to defeating the destructive 
aspects of the new biotechnologies. 

Finally, as for the question of patents, 
at a practical level the problem does not 
seem as serious as made out: if patents 
will make expensive and unsustainable 
biotechnologies less accessible, all the 
better! Easily accessible enslaving techno¬ 
logies are more dangerous. At a principled 
level, though, we can do Utile bMer than 
quote back to the US policy-makers the 


gmwsi o^anan oemacrai oi mat country; 
Laws abridging the natural right of the 
citizen should or restrained by rigorous 
constructions within their narrowest 
limits. It has been ptetended by some (and 
in England especially) that inventors have 
a natural and exclusive right to their in¬ 
ventions and (K>t merely for Iheii own lives 
but inheritable to their heirs. But while it 
t$ a moot question whether the origin of 
any kind of property is derived fttmi 
nature at all, it would be singular to ad¬ 
mit a natural and even a hereditary right 
to inventors. It is agreed by those who have 
seriously considered the subject that no 
individual has, of natural rigltt. a separate 
property in an acre of land, for instance. 
By a universal law, indeed, whatever 
whether fixed or movable, belongs to all 
men equally and in common is the 
property for the moment of him who oc¬ 
cupies it, but when he relinquishes the oc¬ 
cupation, the property goes with it. Stable 
ownership is the gift of social law and is 
given late in the progress of society. It 
would be curious then if an idea, the 
fugitive fermentation of an individual 
brain, could, of natural right, be claimed 
in exclusive and stable property. If nature 
has made any one thing less susceptible - 
than all others of exclusive property, it is 
the action of the thinking power called an 
idea fFhomas Jefferson, to Issac McPher¬ 
son, August 13, 1813). 
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Privatisation: Cure or Curse? 

A P Saxena 

Privaliaation: Option and C^haiienges edited by S R Mohnot; CiER, 
New Delhi; pp VIII + 418, Rs 240. 


OF late, privatiisation has become a buzz 
word signifying a panacea for many econo¬ 
mic problems, in particular relating to public 
enterprises. The expert prescriptions flowing' 
in from the north press for taking the road 
to privatisation since economic redemption 
is only possible through glorification of the 
market, even though it may prove woefully 
inadequate for a society where large masses 
have to be brought to an acceptable standard 
of living. The protagonists of privatisation 
seek to discredit planning and state owner¬ 
ship altogether when this is not only unwar¬ 
ranted but harmful especially to the develop¬ 
ing countries to whom development through 
private initiative based on market forces of¬ 
fers no solution to their spedfle problem.s. 

The present volume incorporates the 
papers representing the deliberations of a 
conference organised by the Centre for 
Industrial and Economic Research (CIER) 
in New Delhi ir March 1991 in technical co¬ 
operation with the Intcr-Regionai Network 
on Privatisation, UNDP. The papers have 
focused on privatisation in the context of 
comparative advantage of the public and 
private enterprise models. The results of the 
workshop were sought in the Indian context 
even though references have been made to 
the international experiences. The key con¬ 
cerns of the workshop were the issues, involv¬ 
ed in the choice of diffeient enterprise 
models with, special reference to socio¬ 
economic goals, organisational situations 
and operational mechanisms. 

A common problem posed in the diffeient 
papers is the intent and purpose of privatisa¬ 
tion since, not infrequently, it means dif¬ 
ferent things to different people. According 
to Ramanadham, “privatisation can be 
through ownership changes, organisational 
changes or operational changes. Or to put 
it another way, there can be privatisation of 
ownership, privatisation of management or 
privatisation of enterprise disciplines in 
substantive terms” (p 2). Mohnot argues that 
"the main inspiration has to come from the 
aiuiety to rectify macroueconomic imbalan¬ 
ces—and the add test for privatisation is the 
comparative advantage of an enterprise 
model for a specific public sector undertak- 
ing” (p 29). Ramaswamy Iyer has incisively 
examined the scope for privatisation in the 
context of existing public enterprises—from 
the point of view of policy or strategy, the 
acceptabUity of the idea of transferring a 
public enterprise to private ownership or 
management control, and from a practical 
point of view, the feasibility of effecting such 
a transfer (p 17). 

Privatisation in the glc^al perspective has 
been analysed by Dalai who has appraised 
the situation in the case of centrally-planned 
economies, the industrial countries and the 
developing countries. He has isolated the 


underlying trends which are common to all 
countries which have made significant moves 
towards privatisation. Dalai has done well 
to stress that privatisation is as much a 
political as it is an economic instrument 
since governments with strong political com¬ 
mitment in favour of privatisation along 
with popular support have succeeded in im¬ 
plementing privatisation schemes (p 86). Im¬ 
plementing yes, but not necessarily improv¬ 
ing the bottom line. Operational results of 
Japan Airlines (JAL) released recently leveal 
that though JAl. was privatised in 1987, that 
has not prevented it from incurring losses 
necessitating the closure of four important 
regional headquarters at New York. Seattle, 
London and Hong Kong and the suspension 
of operations in India. 

Sherry Stephenson (OECD) has attempted 
an overview of the privatisation experiences 
in several countries, with particular reference 
to UK and France.'The British government 
carried out privatisation over the entire 
decade of the 80s continuing it till 1991, 
when the privatisation cycle it assumed to 
have been nearly comiriete. The French pro¬ 
gramme lasted for a two-year period only 
and was slopped with the toss of majority 
in parliamenL In both countries many 
workers were affected—almost I million 
jobs in the UK and 9,00,000 jobs in France 
(P 74). Privatisation will indeed be a curse 
if we have ever to face such consequences! 
Yet in spite of such massive; planned an¬ 
nihilation of workers, the author concludes, 
that the two privatisation programmes are 
considered on the whole, to be highly suc¬ 
cessful. The primary motivation for such an 
experiment in UK as well as Fkance included 
the need for obtaining additional revenues 
to secure a reduction in budget deficits— 
an approach which has been roundly criticis¬ 
ed as ‘selling the family silver’. Ramaswamy 
Iyer has rightly cautioned in his paper that 
“if the proceeds realised from the disposal 
of shares is used by the government to r^uce 
the budget deficit or to avoid the imposition 
of additional taxes, it will be the case of 
using capital receipts toward current expen¬ 
diture” (p 181). 

Francois Ettori’s (World Bank) paper on 
‘Options for Restructuring Public Enter¬ 
prise’ is an oversimplified factual recall of 
public enterpri.scs in India. The listing of 
general issues and areas for reform follow 
the usual platitudinous Worlij Bank line: 
reduce the size of public sector, devolve 
greater autonomy and restructure the re¬ 
maining potemiaily viable units.' It has to be 
remembered that the 47 chronically sick 
public enterprises mentioned by Ettori in¬ 
clude 27 inherited from the private sector. 
Similariy, the ctsnments on MOUs—e g their 
drawbacks in design, that th 9 add to. rather 
than supersede, the existing controls and 


hamper their potential budgets—ate not 
supported by any analyses. 

&iiesh Kumar’s paper on *Non-Priratisaiion 
Reforms of Public Enterprises: The Indian 
Case* cogently argues the case for the 
altogether new experiment of MOU which 
seeks to simulate, through a process of con¬ 
sensus and co-operation, a competitive en¬ 
vironment, an aspect which gives the 
mechanism a tremendous siiength. Such a 
mechanism, according to Kumar, “is an ideal 
one for developing countries in general for 
improvement of Public Sector performance 
before resorting to any kind of privatisation” 
(p 112). 

If the public sector was supposed to 
perform the role of a model pr^ucer, a 
model distributor, a model employer and a 
model coniraaor, it is a moot question if 
privatisation, advocated on limited—largely 
developed—country experience wiil ever 
meet these high expectations when we ought 
to know well that the interests of a large 
nation-wide workforce have to be safeguard¬ 
ed even under schemes of rationalisation and 
reforms. Industrial sickness on grounds of 
resources or low productivity of capital is 
not the monopoly of public enterprises in 
India, as many overseas experts and inter¬ 
national lending agencies would have us 
believe. The number of sick units in the 
private sector in India exceeds 2,00,000 with 
blocked funds of commercial banks exceed¬ 
ing Rs 60 billion. In fact, inclusive of the 
funds provided by developmental institu¬ 
tions (i e. government) and the financial 
agencies, the total quantum of idle resources 
would exceed Rs 250 billion, affecting a 
workforce running into millions. 

It is inevitable that in a vrorkshop seek¬ 
ing to identify and understand the new, 
emerging intervention strategy of privatisa¬ 
tion, the quality of papers will be uneven. 
But even so, some could be categorised as 
unnecessary and could have been excluded 
to the relief of the readers. Ponna Wignara- 
ja's ‘Privatisation in the New Social Ethos' 
is a jumble of catch words which have been 
dished out at innumerable, conference 
without regard lor cont«t or serious em¬ 
pirical evidence. But these gaps are more 
than set off by the painstaking effort of the 
editor in providing on excellent write-up on 
‘Major Conclusions’ (pp 353-62) followed 
by a statement of “rhe Basic issues' 
(pp 363-66). Equally well done is the 
epilogue; ‘An Explanatory Action Plan for 
Privatisation in India’. These three papers 
admirably summarise the diffeient issues 
which interlace the current debate on 
privatisation. The publication wiil be 
welcomed by all those interested in the sub¬ 
ject since India has large, strong public and 
private sectors, each in need of continuing 
care for improved performance, productivity 
as- woll as beneficial concern for the 
svorkfoice. In our specific context, we have 
to look for privatisation, in whatever form 
or style, which is a cure and npi a curse. The 
need is to avoid simplistic advice to adopt 
privatisation without looking into the 
possibility of adapting or.even rejecting the 
proffered options. 
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Strengthening India’s Patent System | 


Implications for Pharmaceutical Sector 

H Afthok Chandra Praisad 
Shripad Bhat 


This paper examines the factors behind the current demand for strengthening the Indian patents system and [ 
the effect of such strengthening on the pharmaceutical sector. Against the background of their study of these [ 
issues, the authors attempt to arrive at policy conclusions and to answer the foUowing-questionv fi} Should India ; 
amend its Patents Act, join the Paris Convention or toe the Dunkel line? (ii) IJ the Intents Act is to be amended, : 
what are the ntodifications needed? And (Hi) what policy changes are needed in the context of the pharmaceutical !• 
sector specifically? : 


1 

Introduction 

THE issues of Intellectual Property Pro¬ 
tection (IPP) is receiving great attention 
at present and there is great pressure on 
developing countries in general and India 
in particular to strengthen their Intellec¬ 
tual Property Rights (IPRs). The purpose 
of this paper is not to go into the whole 
gamut of discussions pertaining to IPRs 
or their evolution in international negotia¬ 
tions.' The purpose of this paper is to in¬ 
vestigate the following specific issues: 

(1) The factors behind the emphasis on 
strengthening the Indian patent system in 
India. 

(2) The effect of strengthening the 
Patents Act in the case of India’s pharma¬ 
ceutical sector. 

(3) The modus operand! for strengthen¬ 
ing India’s patent regime. 

In the light of our study of the above 
mentioned issues, we have made an at¬ 
tempt to arrive at policy conclusions, 
which try to answer the following ques¬ 
tions: (I) Should India amend its Patent 
Act, join the Paris Convention or toe the 
Dunkel line? (2) If India has to amend its 
Patent Act, what are the modifications 
needed? (3) What policy changes are 
needed in the context of patents for the 
pharmaceutical sector? 

The main souices of data for this study 
are the patents dau and company’s data 
at the ISID. The former are available from 
1972 to 1989 and the latter from 1974-75 
to 1989-90. Besides these data bases. 
Monthly Index of Medical Specialities 
(MIMS), .Indian Drug Manufacturers 
Association (IDMA), Oiganisation of 
Pharmaceutical Producers of India 
(OPPI), World Intellectual Property 
Organisation (WlPO), Urated Nations 
Conference on Ihtde and Development 
(UNCTAD), Department of Science and 


Technology (DST), Government of India, 
etc, have been used wherever nwessary. 

II 

Factunt behind Emphasis on 

Strenjgthening Patents Rq^me 

In this section, let us examine the im¬ 
portant factors behind the new emphasis 
on strengthening the patents regime in 
India. This involves the examination of 
the following factors: (I) The extent of 
dependence of India on different coun¬ 
tries for technology. (2) The situation in 
developed countries, espedally US with 
respect to their economy, balance of 
payments poMtion and future growth. (3) 
The change in the political situation in 
India, developed countries and world in 
general. 

India’s increased dependency on deve¬ 
loped countries for technology can be seen 
by examining three aspects: (1) The impor¬ 
tance of different countries in the patents 
granted by India. (2) The dependency and 
relative dependency ratio of India with 
respect to patented technology. (3) The 
technology gap between India and the 
develoi^ countries and India and other 
developing countries and other techno¬ 
logy-related indicators of India. 

iMPOinANCE OF THE DIFFERENT 
COUNTRtfeS IN THE PATENTS GRANTED 

BY India 

Ikbie 1 shows that the patents granted 
by India to developed countries forms a 
major chunk of all pateitts granted by 
India and the only important category 
among the developing countries is the 
patents granted by India wkhih the coun¬ 
try. Among the developed countries, the 
US (as an individual country) and Europe 
(as a group of countries) occupy an im- 
porunt place. Since 1982 the percentage 
of patents granted to lapart is increasing. 


though it i.s nowhere near that of the US. | 
Country-wise, the US tops the list of. 
patents granted by India. This is given in: 
the official publication of the government' 
of India’ which say.', that the US simply 
accounted for 40.3 per cent of total ap-. 
plications filed for patents by foreign na¬ 
tionals during 1989-90. This is followed ^ 
by West Germany, Japan, UK and France.' 
Then comes Switzerland, Russia, Nether¬ 
lands, Italy and Sweden. Among the i 
developing countries the patents granted 
by India to Indians is lower than that of 
the US, individually and Europe in tota 
Among the LDCs (other than India), East 
Europe is very important in 1984-89. Next 
is Israel and NlCs, Malaysia and Thailand. 
South Asia and Africa are nowhere in the 
picture. 

Thble 2 shows the percentage of patents 
granted by countries and by sectors. 
Sector-wise, sectors C and B shows the 
highest percentage of patents granted. 
Among the countries also C and B sectors 
are important in the case of the patents 
granted to developed countries. But in the 
case of patents granted to Indians all the 
sectors seem to be well balanced. 

Thus, the tables clearly show that India 
depends on developed countries for tech¬ 
nology ' and that too on a dngie country 
like rhe US or group of countries like 
European countries. Sector-wise India's 
dependence is more in C (chemistry^ 
metallurgy) and B (performing opera¬ 
tions, transporting) categories. One note 
of caution is that we have not given 
weightage to type of patents by the extent 
of the technology involved. 

Dem-ndencv and Relative 

DtPENDENcv Ratio OF India 
WITH Respect to Patents 

The dependency ratio (which here^ 
means the total number of patents granted 
by India to non-Indians as a proportitm 
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Mvm in Ikbie 3 shows that it has been 
thigh till 1978, low from 1979 to 1982 and 
then again higher since 1983. While the 
total number of patents (both in force and 
sealed) has fallen, the dependency ratio 
has not fallen over the years, except for 
the initial fall from 19M to 1970 (i e, 
before the Patent Act was implemented), 
indicating that India’s increased depen¬ 
dency for technology on developed coun-* 
tries has not been allowed to materialise 
due to the 1970 Patents Act. 

The relative dependency ratio (which, 
here means the total number of patents 
granted by India to a particular foreign 
country (or group^of countries) as a pro¬ 
portion of the patents granted by India 
to Indians) also given in Table 3 shows 
that India’s relative dependency ratio is 
still absolutely higher with Europe than 
with the US and India’s dependency on 
the US (as an individual country) and 
Europe (as a group) is more than India’s 
dependency on itself. The relative depen¬ 
dency ratio of India with the US which 
has always been at a lower level than with 
Europe fell from 1976 to 1983 and than 
regained to the earlier level. But the 
relative dependency ratio on Europe also 
fell from 1976 to 1980, then it rose, but 
never regained its earlier level, thus nar¬ 
rowing the gap between the relative 
dependency ratios on the US (a single 
counuy) arid on Europe (a group of coun¬ 
tries). The relative dependency ratio on 
Japan, though lower than both the US 
and Europe, and has shown a fall during 
1976 to 1981, has regained its earlier level 
and even risen to higher levels. The relative 
dependency ratio of India with other 
dcmioping countries which is also at a 
lower level, has also fallen during 1976 to 
1981. and then risen, but has never regain¬ 
ed its earlier level. Strangely the relative 
dependency ratio of India with USSR has 


downs. 

Another important fact is that India’s 
dependency ratio in terms of patents in 
force is higher than in terms of patents 
sealed as can be seen in Ikble 4.^ The 
tabic also shows that Indies dependency 
ratios (both in terms of patents s^ed and 
patents in force) before 1972, i e. the 
period before the 1970 Ptdents Act was 
implemented, was very much higher. 
While during the period 1976-77 to 
1980-81 the dependency ratio in terms of 
patents sealed have shown a fall and then 
a gradual rise, the dependency ratio in 
terms of patents in force shows a fall 
through the entire period after 1976-77. 
This is possible because of the greater 
death rate of old patents, though the birth 
rate of new patents after 1981-82 is rising. 

The alxm analysis brings into focus the 
following important facts: (I) India’s 
relative dependence on other countries, 
especially the developed and among them 
the US and Europe, and among them on 
the US as a single country has been in¬ 
creasing despite the fact that total number 
of patents sealed is falling. In today’s 
unipolar world this has far-reaching im¬ 
plications. (2) India’s dependency on the 
west, which fell from 1977 to 19M, coin¬ 
ciding with tire Janata Party rule, shows 
a rise from 1981 during the Congress Party 
rule (3) As noted earlier, the fact that tot^ 
number of patents are falling consequent 
to the 1970 Intent Act and the fact that 
dependency on developed countries is not 
falling, shows that the relative high 
dependency on western technology has 
not been allcmved to materialise. 

Whether a lower dependency ratio is 
good or bad is a debatable question. But 
certain inferences can nevertheless be 
made. For a relatively underdeveloped 
economy a lower dependency ratio indi¬ 
cates that it is less dependent on foreign 


does not mean that it is good for the 
economy as technology transfer will be 
low, while the economy has not yti reach¬ 
ed a stage of relative self sufficiency in 
technology. 

However at this stage we are concerned 
only with showing India’s relative depen¬ 
dence on other countries for technology 
which has put pressure On India to accept 
the new IPRs and the above analysis clear¬ 
ly shows India’s continued dependence 
and increasing, dependence on developed 
countries for technology in terms of 
patents in force and patents sealed 
respectively. 

Indicators of TechnoijOgy Gaf* and 
Other Technoutov-Related 
Indicators 

The technology gap between India and 
developed countries and India and other 
developing countries can be judged with 
the help of comparative indicators of 
technology like expenditure on R and D 
as a percentage of GNP, per capita 
R and D expenditure, number of scien¬ 
tists. engineers and technicians (SET) per 
thousand population, SET in R and D per 
thousand population. 

The other technology-related indicators 
of India which show its dependence on 
technology from other countries, especial¬ 
ly the developed countries arc the follow¬ 
ing: (I) India’s trade in technology-inten¬ 
sive products: (2) External assistance for 
S and T programmes received by India; 
(3) Foreign investments in India; and (4) 
Royalties, lumpsum amounts, technicians’ 
fees, etc, received and paid by India. 

In Ihble S, the comparative technology 
indicators of India and other countries are 
given. Column I gives the expenditure on 
R and D as a percentage of GNP for 
selected countries. This column shows 
that India invests a very small percentage 


Tabic 1: Patcnts Grantfd by India: Shakcof Different Countries (1972-1989) 


(In per emO 
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Italy 

DCs Europe LDCs 

1972 

20.18 

13.04 

26.61 

3.88 

3.35 

10.57 

1.94 

1.15 

0.26 

0.18 

1.41 

0.79 

2.20 

0.44 

1.23 

3.44 

4.14 

75.24 

41.32 

5.198 

1975 

20.16 

11.31 

24.85 

4.10 

5.80 

9.91 

2.46 

0.59 

l.ll 

0.47 

0.70 

0.64 

2.11 

0.23 

1.52 

4.04 

3.87 

74.15 

40.97 

3.458 

1976 

2481 

11.86 

23.42 

3.13 

4.03 

11.30 

2.26 

1.02 

0.7) 

0.56 

0.83 

0.83 

2.64 

0.34 

0.98 

2.56 

3.50 

70.33 

39.65 

3.351 

1977 

27.88 

9.39 

22.45 

2.81 

3.71 

12.81 

1.98 

1.26 

0.83 

0.47 

0.72 

0.79 

1.87 

0.58 

1.44 

3.13 

2.84 

67.66 

38.31 

2.518 

1978 

26.62 

9.24 

24.47 

2.52 

4.12 

10.70 

3.11 

0.55 

0.64 

I.OI 

0.14 

0.59 

2.10 

0.59 

0.69 

3.48 

3.93 

68.62 

37.28 

3.934 

1979 

36.69 

7.95 

23.14 

2.56 

3.41 

8.80 

1.85 

0.43 

0.92 

0.35 

0.14 

0.14 

2.13 

0.14 

1.14 

3.62 

2.06 

59.76 

30.87 

7.310 

1980 

36.50 

8.51 

20.65 

2.45 

4.89 

9.30 

2.64 

0.68 

0.59 

0.78 

0.39 

0.29 

l.% 

0.20 

0.98 

2.74 

2.54 

60.47 

33.46 

0.685 

1981 

32.85 

9.00 

21.33 

1.95 

3.89 

10.71 

2.76 

1 38 

0.65 

0.81 

0.32 

0.24 

1.70 

0.24 

1.87 

4.14 

2.35 

63.99 

35.93 

3.650 

1982 

30.59 

7.70 

22.00 

4.52 

3.78 

11.63 

2.96 

0.96 

1.04 

0.30 

0.37 

O.IS 

1.85 

0.37 

1.04 

3.63 

2.30 

65.41 

33.85 

2.444 

1983 

24.87 

5.94 

24.16 

5.62 

4.84 

13.76 

3.23 

0.58 

0.84 

1.23 

0.71 

0.39 

1.81 

0.32 

0.65 

4.91 

2.33 

7Z03 

37.53 

0.323 

1984 

21.75 

8.59 

25.76 

4.64 

6.16 

12.13 

2.32 

0.77 

1.03 

0.96 

0.70 

0.55 

2.84 

0.37 

1.18 

3.39 

2.73 

75.19 

40.47 

2.912 

1985 

25.29 

8.82 

26.26 

581 

4.74 

8.98 

1.48 

0.82 

1.12 

0.51 

0.36 

0.76 

2.80 

0.46 

1.27 

3.16 

3.11 

71.65 

36.36 

2.346 

1986 

28.95 

7.71 

27.54 

4.16 

6.30 

9.67 

I.IO 

0.24 

1.16 

0.86 

0.18 

0.37 

1.53 

0.31 

1.53 

2.08 

2.33 

67.99 

33.72 

2.938 

1987 

25.60 

9.17 

27.71 

4.07 

6.66 

8.73 

1.66 

0.68 

1.05 

0.75 

0.48 

0.54 

1.29 

0.20 

1.63 

3.57 

2.17 

71.71 

36.37 

2.309 

1988 

22.20 

6.61 

29.27 

461 

5.84 

11.39 

3.47 

1.06 

1.76 

1.06 

0.33 

0.20 

1.80 

0.16 

1.18 

3.80 

1.84 

75.18 

34.82 

2.367 

1989 

19.70 

5.15 

29.29 

5.98 

5.27 

12.01 

3.14 

1.24 

2.54 

0.65 

0.41 

0.59 

2.43 

0.41 

1.42 

3.43 

2.31 

7.7.22 

34.91 

2.367 


Sourer. Calctdated from the dau available at the ISID. 
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of GNP on R UMl D, 0.9 (Msr cent in 1990. 
while most of the advanced countries 
devote more than 2 to 3 per cent of their 
GNP on R and D. Even l^kisian is ahead 
of India with 1 per cent expenditure on 
R and D in 1987. The gap bKomes more 
sharper when we examine the per capita 
R and O given in column 1 India is at a 
very low level of the US $ 2.76, while most 
developed countries are above the US 
$ 200 level and some even above the US 
$ 500 level. NlCs like Republic of Korea 
and Singapore show a level of the US $ 75 
and 68 respectively. Column 3 shows the 
number of SET per thousand population 
which is also at a very low level of 4.50 
in 1990 which is lower than the developed 
countries, NlCs and even other developing 
countries like Brazil, Philippines, etc. This 
fact should make us realise that though 
India boasts of being one of the most im¬ 
portant nations in the world in terms of 
SET, in relation to India’s population, 
India is at a very very low level. Similarly 
SET in R and D per thousand of the 
population is at a very low level as can be 
seen in column 4. 

Ihble 6 shows the export and import 
market shares of some selected techno¬ 
logy-intensive products of India and some 
other countries. This table shows that 
India’s import market shares are higher 
than export market shares and is also 
relatively higher than most of the other 
countries given in the table for almost all 
the four categories of techndogy-intensive 
goods. 

Thbte 7 shows that the share of imports 
of technology-intensive products are high 
in India's imports and have risen in the 
80s, though it shows some ups and downs 
as well. More important, is the fact that 
while the ratio of exports to imports is at 
the 0.50-0.70 range in the 80s the ratio of 
technology-intensive exports to techno¬ 
logy-intensive imports is still lower at the 
0.11 to 0.26 range. Tliis shows that while 
India is relatively more dependent on 
other countries in its commodity trade, it 
is more so in the case of technology¬ 
intensive commodity trade The ratio in 
the case of trade of others commodities 
is more than 1 in all the years indicating 
clearly that India’s adverse balance of 
trade lias been due to trade in technology¬ 
intensive products. The only point of 
solace for India is that the ratio is almost 
constant over the years in the case of 
technology trade, while it has fallen in the 
80s in the case of total trade. 

Ikble 8 shows the external assistance 
received by Indta for S and T program¬ 
mes which i$ a sizeable amount of US $ 
110.35 mUUon in 1987. Among the donors 
the bilateral sources are more important 
than multilateral sources, indicating 
India's greater dependence for technology 
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1985 







“t'R 

USA 

WOm 

Fra 

Jap 

lii'd 

Rus 

Other 

tSKer 










DCs 

LOCs 

A 


10.12 

13.40 

2.84 

2.15 

9.26 

14.31 

0.00 

11.40 

14.29 

B 


23.81 

24 08 

21.59 

26.88 

18.52 

18.35 

10.34 

25.08 

19.64 

C 


23.21 

25.83 

42.05 

32.26 

37.96 

29.23 

31.03 

26.06 

33.93 

O 


1.19 

2.52 

10.80 

7.53 

4.63 

3.83 

0.00 

9.12 

3.57 

E 


5.95 

2.52 

1.14 

3.23 

1.85 

544 

17.24 

4.89 

8.93 

F 


21.43 

14.76 

9.09 

16.13 

7,41 

15.93 

24.14 

13.36 

7.14 

G 


3.57 

5.63 

3.98 

3.23 

3.70 

5.85 

6.90 

3.58 

1.79 

H 


10.71 

11.26 

8.52 

8.60 

16.67 

7.06 

10.34 

6.51 

10.71 







1989 







UK 

U^ 

WGm 

Fra 

Jap 

ind 

Rus 

TSFer 

Gthtg' 










DCs 

Loa 

A 


•4.65 

11.11 

3.94 

7.87 

11.88 

15.02 

11.32 

7.66 

23.53 

B 


30.23 

16.57 

21.18 

17.98 

13.86 

18.02 

26.42 

27.01 

19Ai 

C 


13.95 

29.29 

29.06 

32.58 

.30.69 

30,93 

.33.96 

28.10 

2l.5t 

D 


0.00 

2.83 

8.87 

3.37 

2.97 

3.60 

0.00 

7.30 

OJOO 

E 


10,47 

1.21 

2.46 

3.37 

0.00 

8.41 

1.89 

4.01 


F 


23.26 

16.36 

14.29 

8.99 

18.81 

9.61 

16.98 

14.23 

1349 

G 


4!65 

9.49 

4.43 

13.48 

5.94 

8.71 

1.89 

5.84 

3.92 

H 


12.79 

13.13 

15.76 

12.36 

i5.|4 

5.71 

7.55 

5.84 

7,14 


Notes I As per International Paieni Classification; A Hulnan Necessities; B >> Performing 
Operations, Transporting; C' - Chemistry, Metallutgy; U » Textiles, Piper; E <■ Fixed 
Constructions; F - Mechanical Fngg, Lighting, Heating. Weapons, Blasting; 
<j - Physics; H .= Electricity. 

Source. Calculated from the data available ai ihc ISID. 
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■am icr on 'onmawr -in»r inuninKenu 
pMirces. Here of course, the European 
FMuntrtes are the principal donors. 

I' Ihhie 9 shows the foreign investment 
|>tocks till 1989 and fresh approvals to 
l,ndia in the 90s. The table shows that the 
1 manufacturing sector and in this the 
echnology-intcnsive pioducts have been 
mportant in the foreign investment stocks 
' ill 1989. Among the new approvals also 
j, ^In terms of numbers) lechnology-inlen- 
f «lve sectors have been important till 1990. 
" The total approvals of foreign investments 
^in 1992 i.\ more than the slock of foreign 
; investments till 1989, and the US has a 
! major share in the new approvals. The 
Technology gap between India and the 
develo|)ed countries is cited as the impor¬ 
tant reason for liberalisation of foreign in¬ 
vestment and uxiay India is dependent on 
the developed countries in general and the 
US in particular for technology transfer 
via foreign investments, in fact 60 per cent 
of foreign direct investment approvals bet¬ 
ween August 91 to February this year is 
by the US.>. 

'Ribic 10 shows the payments and 
receipts by India for technology trade in 
the form of royalties, technical know-how 
and technicians’ fees. Royalties are mainly 
the payments/receipts of recurring nature 
related to patented technology; technical 
know-how payments/receipts are mainly 
for lumpsum (non-recurring) royalties* 
and technicians’ fees arc the payments/ 
receipts tor technicians. While the receipts 
are small under all categories, payments 
are quite substantial, with payments for 
techiiical know-how becoming increasingly 
important in the 80s. This shows the 
preference in the 80s of the government 
to purchase technology for lumpsum pay¬ 
ments. This of course decreases our 
dependence on foreign countries to some 
extent, yet lumpsum payments can be for 
both patented and non-patented techno¬ 


logy aim on me wikhc inanra wpenocncc 
has been increasing. If we see th« percen¬ 
tage change in the nine-year period of 80s 
over 70s (from‘l97l-72 to 1979-80), lump¬ 
sum payments show a per cent increase 
of 1,099 per cent whereas for royalties it 
is 343 per cent. A remarkable increase in 
payments of management fees, etc, and 
payments for other professional service 
(which are also related to technology 
transfer) has taken place in the 80s. 

The above analysis clearly shows the 
technology gap between India and other 
countries and India’s continued and in¬ 
creasing dependence on advanced coun¬ 
tries in general and some countries (the 
US) and groups of countries (Europe) in 
particular for technology. 


XM.unuMn. 9iiumiUD in i/e*eixn*eu 

Countries 

In the earlier section, we have noted the 
continued domination of developed coun¬ 
tries and the growing technology gap bet¬ 
ween developed countries and developing 
countries like India. Here we intend to 
show how the changing economic situa¬ 
tion in the world and in the developed 
countries have made them to focus their 
attention on issues like IPRs. (Here we 
consider some important indicators need¬ 
ed for our analysis like exports, imports, 
trade balance, current account balance, 
growth rate of exports, imports, etc, for 
the world and some developed countries 
like the US, the UK, etc. and trade bet¬ 
ween DCs and trade of LDCs with DCs.) 


TaBI l 4: Or.Pt NDfNt Y RAT lO Ol- PaI FN rs StAl ED AND PATENTS IN FORC F 


Year 

No of Patents Scaled 
Indian Foreign 

l%8 

426 

3704 

1969 

645 

4308 

1970 

5% 

2936 

1971 

629 

3294 

1972 

265 

1245 

1972-73 

27g 

1064 

1973-74 

358 

1058 

1974-75 

737 

3207 

1975-76 

426 

18^4 

1976-77 

928 

1964 

1977-78 

657 

1857 

1978-79 

281 

499 

1979-80 

516 

1657 

1980-81 

349 

670 

1981-82 

421 

936 

1982-83 

405 

822 

1983-84 

340 

980 

1984-85 

263 

1206 

1985-86 

451 

1500 

1986-87 

532 

1594 

1987-88 

588 

1516 

1988-89 

795 

2585 


No of Patents in Forc e Depende ncy Ratios 
Indian Fbreign P Sealed P Force 


3547 

37816 

8.7 

10.7 

2231 

25483 

6.7 

11.4 

2568 

25753 

4.9 

10.0 

3063 

27663 

5.2 

9.0 

3673 

28650 

4,7 

7.8 

3718 

28718 

3.8 

7.7 

3948 

28270 

3.0 

7.2 

3039 

24758 

4.4 

8.1 

2991 

23453 

4.4 

7.8 

2746 

19780 

2.1 

7.2 

3065 

19795 

2.8 

6.5 

2469 

13966 

1.8 

5.7 

2786 

14474 

3.2 

5.2 

2757 

14448 

1.9 

5.2 

3038 

14892 

2.2 

4.9 

3329 

15291 

2.0 

4.6 

3523 

15726 

2.9 

4.5 

3008 

13162 

4.6 

4.4 

2549 

10844 

3.3 

4.3 

2004 

10059 

3.0 

5.0 

2150 

10115 

2.6 

4.7 

2584 

11015 

3.3 

4.3 


Source: GOI, Department of Science and Technology, Research and Development Statistics 
(various issues). 


TABit 3: Rii AMvr Depindlncv Kaiiooi Patents and Its Index numbers 


Year 

lir 

Oerierji 

Dependency Ratios of India 



Index Numbers of Dependency Ratios 


With 

tJSA 

With 

Japan 

With 

Europe 

With 

I.DC.V 

With 

US.SR 

In 

General 

With 

USA 

With 

Japan 

With 

Europe 

With 

LDCs 

With 

USSR 

1972 

3.956 

1.319 

0.192 

2.048 

0.227 

0096 

100,000 

100.000 

100.000 

100.000 

100.000 

100.000 

1975 

3.959 

1.233 


2.032 

0.282 

0122 

100.075 

93.462 

105.906 

99.216 

124.178 

127.088 

1976 




1.598 

0.196 

0.091 

76.595 

71.570 

65.350 

78.020 

86.206 

94.772 

1977 

2.587 



1.374 

0.160 

1)071 

65.391 

61.054 

52.381 

67.098 

70.462 

73.871 

1978 

2.756 

0,919 


1.400 

0.179 

0.117 

69.661 

69.704 

49.184 

68.375 

78.694 

121.618 

1979 

1.725 

0.631 


0.841 

0.097 

0.050 

43.610 

47.814 

36.241 

41.083 

42.590 

32.347 



0.566 

0.067 

0.917 

0.083 

0.072 

43.979 

42.895 

34.883 

44.769 

36.600 

75.347 

1981 

2.044 

0.649 


1.094 

0.096 

0.084 

51.675 

49.241 

30.842 

53.409 

42.407 

87.385 

1982 

2.269 


0.148 

1.107 

0.131 

0.097 

57.345 

54.330 

76.871 

54.029 

57.581 

100.814 

1983 



0.226 

1.509 

0.125 

0.130 

76.353 

73.661 

117.609 

73.685 

54.905 

135.183 

1984 

3.598 

1.185 

0.214 

1.861 

0.141 

0.107 

90.951 

89.837 

III.I48 

90.868 

61.952 

111.148 

1985 

2.954 



1.438 

0.121 

0058 

74.656 

78.733 

113.325 

70.189 

53.272 

60.860 

1986 

2.455 



1.165 

0.106 

0.038 

62.041 

72.141 

74.822 

56.879 

46.SS2 

39.612 

1987 


1.082 


1.420 

0.103 

0,065 

73.448 

82.063 

82.831 

69.355 

46.141 

67.645 

1988 

3.504 

I.3I8 

0.208 

1.568 

0.118 

0.156 

88.559 

99,942 

108.109 

76.562 

31.810 

162.642 

1989 


1.486 

mmm 

1.772 

0.156 

0.159 

103.001 

112.717 

137.856 

86.511 

68.769 

165.670 


Source: Calculated from the data available al the ISIO. 
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Ikble II shows the exports, imports, 
trade balance, current account balance 
export and import of goods and non¬ 
factor services in GDP for the world, in¬ 
dustrial countries in total and for some 
industrial countries and developing coun¬ 
tries. The table shows an tncrea-se in trade 
and current account deficits for countries 
like the US. 

In Ikble 12 the growth of trade in 
manufactures is given which shows that 
in the 80s there is a fall in growth rate of 
exports of the world in general, a relatively 
greater fall in exports of dewloped markM 
economies to developing countries as 
compared to their exports to developed 
countries. Further while the exports from 
developed to developing economies has 
fallen to a great extent, exports from 
developing to developed countries shows 
a still greater fall.'Thus the developed 
countries are depending less on develop¬ 
ing countries for imports weakening the 
position of developing coimtrics. Mean¬ 
while the growing balance of payments 
deficits of the developed countries, 
especially the US has made them to search 
for new areas of it*rercst to them and IPRs 
is one such area. Tirble II also shows that 
the balance of payments for Japan and 
West Germany are positive and they are 
neither the initiators, nor vociferous in 
demanding IPRs. While the weakness of 
India and LDCs have further weakened 
them in their bargaining power, the 
weakness of the economic situation of the 
US and other European countries' have 
made them vrx*iferous in the three new 
issues ‘Services', TRIPS, and TRIMS. 

CnANC'.h IN WORLOPoi.iriCAt Sf-RNARIO 

The change in the world political 
scenario has also contributed to the new 
emphasis on TRIPS. The fall of the Soviet 
Union has made this world a unipolar 
world with the US as the only superpower. 
The political and economic weaknesses in 
India had made it vulnerable at the very 
moment when the US started mounting 
pressure to liberalise. Many developing 
countries, which were hitherto opposed to 
the new patents regime have mellowed 
down and even adopted the new regime. 
The fall in the importance of UN agencies 
like UNCTAD (which also have slowly 
shifted to the philosophy of liberalisation) 
and the rise in imirartancc of World Bank- 
IMF combine and the dependence of 
India on these organisations have enabl¬ 
ed the US and other MDCs to pressurise 
India to accept the new patents regime. 

To sum up, while the dependence of 
India on different countries for techno¬ 
logy had prqrated the ground and the 
economic conditions of the advanced 
countries have made the developed coun¬ 
tries more vociferous, the changed poli¬ 


tical situation in the world and in India, 
have finally paved the way for pressuris¬ 
ing India to change its patents regime. 

Ill 

Impact of Streagthening Palcnla 
Regime on Drugn and 
Pharmaceuticals 

The impact of strengthening the patents 
regime on drugs and pharmaceuticals can 
be seen under the following headings: 
(a) Effect on prices, (b) Other effects— 
(t) Effects on different sections of the 
population: (ii) Effect on Indian industrial 
sector in general and by types of com¬ 
panies in particular; (iii) Eftect on other 
sectors of the economy via linkages; (iv) 
Effect on technology transfer to India, 
development of indigenous technology 
and quality of drugs; and (v) Effect on 
balance of payments. 


Effect on Prices 

The most debated issue at present regai 
ding the impact of strengthening th 
patents regime on the Indian phamu 
ccutical sector is one of rise in prk*! 
However, the arguments of many Sttp 
porters and opponents of India's presen 
patents regime arc not backed by data ai» 
also data given by alternative sources dil 
fer greatly. A rigorous quantification a 
this aspect, though not impossible, is dll 
ficult at this stage. So we have made ai 
attempt to arrive at logical conclusion 
weaving together pieces of data which nr 
readily available to us. The effect on price 
can be seen by examining the followin; 
aspects: (i) Examining the changes in dnt 
prices before the present patents tegim 
and immcdiatdy after the introduction d 
the present patents regime; fii) Examininj 
the impact on prices in India and price 
in other countries which have/have no 


Table S; Comparaiive TrcuNoux.v Indicak>rs i-or Seleltlo Codntrifs 


Country 

Expenditure on 

K and U as 
Percentage' of GNP 

Per Capua R and D 
in US Dollar 

R and 0 Year 

Scientists, 
Engineers and 
Technicians (SET) 

SET in R and D 
Pet Thousand 
Population 


R and D 
Per Cent 
of GNP 

Year 

(US $) 


Per Thousand 
Population 

SET Vrar 

SET 

Year 

Brazil 

04 

I98J 

6.41 

1985 

11.23 

1980 

0.39 

1985 

Philippines 

. 0.1 

1984 

0.68 

1984 

36.65 

1980 

0.12 

1984 

Cuba 

0.9 

1987 

NA 

NA 

14.35 

1981 

2.01 

1989 

India 

0.9 

1990 

2.76 

1990 

4.5 

1990 

0.27 

(990 

Pakistan 

1.0 

1987 

2.91 

1987 

4.71 

1990 

0.15 

1988 

Singapore 

0.9 

1987 

68.14 

1987 

26.63 

1980 

1.85 

1987 

Spain 

0.6 

1986 

45.97 

1987 

36.47 

1986 

0 74 

1987 

Australia 

U 

1987 

153.83 

1987 

53.08 

1980 

.3.33 

1988 

Canada 

1.4 

1987 

216.06 

1987 

184.81 

1986 

3.4 

1988 

Rep of 
Korea 

19 

1988 

75.21 

1988 

53.14 

1981 

2.2 

1988 

Germany 

28 

1987 

523.98 

1987 

77.84 

1987 

4.71 

1987 

France 

2.3 

1987 

364.n 

1987 

NA 

NA 

5.07 

1988 

Hungary 

2.4 

1988 

60.82 

1988 

45.76 

1984 

3.26 

1989 

Japan 

28 

1987 

558.8 

1987 

III.I4 

1987 

6.05 

1989 

Sweden 


1987 

577.57 

1987 

NA 

N/ 

6.14 

1987 

UK 

2.1 

1986 

226.83 

1986 

NA 

NA 

NA 

NA 

USA 

26 

1988 

514.70 

1988 

21.46 

1988 

3.85 

1988 

C 2 echoslo 

vakia 

4 5 

1988 

177.43 

1988 

35.45 

1980 

6.94 

1989 

GDR 

4.6 

1968 

NA 

NA 

10.3.23 

1988 

11.7 

1989 

Israel 

1.7 

1981 

246.43 

198.3 

82.6 

1984 

5.77 

1984 

USSR 

6.2 

1988 

NA 

NA 

125.82 

1987 

5.97 

1990 


Sourres: (a) CX)!. Uepartraeni of Science and 'ftchnology, Hesearch and Dtvelopmtnf Simistia 
1990-91. 

(b) CiOl, DST: Pocket Dale Book, 1989. 


Table 6: Exi-or^ and Import Market Shares in .Per Ceni of Some Sei ecied Technoioc 
Intensive Products of Certain Countries tor 1986 


Country 

Chemical and 
Allied Products 
Export Import 

Machinery 

Electrical 
Equipment 
Export Impoii 

Primary Metals. 

Export 

Import 

Export 

Import 

USA 

14.35 

14.17 

20.44 

12.57 

9.02 

10.88 

l.?T 

4.Si 

FRG 

iS.I 

18.89 

20.49 

11.17 

8.14 

6.89 

6.18 

6.3 

Japan 

5.44 

30.65 

»).82 

4.11 

20.75 

2 87 

6.78 

4.2 

India 

10.41 

41 37 

3.14 

14.49 

1.39 

3.39 

0.91 

9JS 

Rep of Korea 

6..59 

27.04 

4.77 

16.88 

17.18 

2.49 

6.07 

6.39 


Source: GOI, Department of Science and Technology, Pocket Outa Book 1989. 
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Plopted the new patents tegime; and (iii) 
ipamining the value of foreign patented 
|‘|rttgt and drug formulations in India at 
|Msent and examining the possible impact 
pnces by strengthening the patents 
r^me. 

'' The present patents regime commenc¬ 
'd with the Ratenis Act of 1970 which 
.ecame operative from 1972. Studies by 
jfehrotra and others^ have shown that 
W prices of drugs and drug formulations 
ISU considerably after the introduction of 
; W1970 Patents Act and “both the public 
; sctor and private sector companies were 
■ tivolved in the technological development 
^hich helped India boost its bulk-drugs 
Prmulatioiu” Misuse of patents by TNCs 
iavg also been highlighted in these studies. 
Ik study of Agarwal and others' shows 
hat prices of many drugs outside the pur- 
‘iew of the Drug Prices Control Order 
DPCO) have also fallen. A look at Ihble 
'3 shows that the price ittdex of phar- 
naceutical items is lower than the price 
ndex of all commodities for most of the 
«ars. The drug price index which shows 
1 rise by 41.9 points by 1970-71 with 
'ji96I-62 as the base year and is lower than 
[he index for chemicals and chemical pro¬ 
ducts and for all commodities, is uniform- 
y lower than the price increases of all 
wmmodities in the 70s and 80s. Even in 
he 60$ the price indor for other com- 
nodities was higher than the price index 
if drugs by the same times or higher in 
tome years (I964-6S and 1966-67), and 
wncc one cannot consider that the 1970 
Patents Act as the main factor affecting 
prices of drugs. In fact the more impor- 
omt factor which has kept the drug prices 
under control directly is the DPCCH and 
wen today 74 per cent of the drugs and 
formulations in India are under control, 
the effect of patents on prices comes in¬ 
directly through increase in input costs, 
necessitating price rises. 

The above analysis shows that though 
the relatively lower rise in prices of phar¬ 
maceuticals in the 70s and 80s are due to 
the two important factors, namely (I) the 
relaxation in the patents regime helping 
indigenous units, and (2) the drug price 
control act (especially the 1970 act). The 
latter is not only the more important of 
the two, but overshadows the former in 
its effects. Ibday also the above two fac¬ 
tors are still in effect, while the Indian 
drug industry has come to age and 
become quite competitive and capable of 
producing a major portion of the neces¬ 
sary drugs and drug formulations. As 
stated by Patel D S currentlK this segment 
(Indian companie.s) of the (pharmaceuti¬ 
cal) industry contributes more than 60 per 
cent of the country’s production and de¬ 
mand. The national sector is involved in 
the manufacturing of life-saving drugs not 

!( 


only for the iocgl market but also for the 
international market. India became self- 
sufficient in various raw materials hy pro¬ 
ducing them indigenously... it led to the 
creation of a strong R and D set-up. it 
also gave rise to the development of the 
ancillary industries and petrochemical 
projects. Thus a strong base was created 
which resulted in (he growth of the in¬ 
dustry. The post- i980’s era saw more 
changes in the pharmaceutical industry, 
as it became a global player. The industry 
started exporting bulk drugs which were 
earlier being imported. In the process the 
industry became a foreign exchange 
earner and net exporter. Ibday, in certain 
products. India is the only supplier or 
controls a major share of the market.* 
Further as observed by Mehrotra N N'” 
(he process technology involved for many 
of the drugs produced by the Indian sec¬ 
tor companies “fall undn the term high- 
technology as defined by the Ramanathan 
Committee of the govenunent of India foi 
the same while examining the technology 
status of foreign companies”. 

In Ikble 14 we have computed the 
revealed competitive advantage (RCA) 
and revealed comparative disadvantage 
(RCD) of the pharmaceutical sector of 
India and some developed and developing 
countries, following both the market share 
approach and Bela Balassa approach." 
The table shows that RCA (market-share 
method) of India in 1988 compared to 
other countries is high and RCD quite 
low. If RCA (Bela Balassa method) is con¬ 
sidered then India's RCA in 1988 com¬ 
pared to 1980 has increased and is more 
than all the developed and developing 
countries given in the table except for 
Indonesia and Malaysia. But RCA in 1988 
compared to 1970 of India is the higiiest. 
India’s RCD (Bela Balassa method) in 
1988 compared to 1980 is quite low com¬ 
pared to the developed and some develop¬ 
ing countries. While RCD of India in 1988 
compared to 1970 is high, it is lower than 
many underdeveloped countries. In 1988 
compared to 1980 only India, Indonesia 


and Malaysia have relittivriy higher RCAs 
and lower RCDs. In 1988 compared to 
1970, only the US and UK have relatively 
higher RCAs and very low RCDs. But 
India has very high RCA and relatively 
high RCD. On the whole the above 
analysis shows that India’s RCA has im¬ 
proved remarkably and RCD has become 
less compared to even the developed 
countries. 

While opponents to change in the 
patent system emphasise that competitive 
position has been achieved by India due 
to India’s patent regime, in the case of 
drugs and pharmaceutical we have sepn 
that this has been possible mainly due to 
PCO and then due to the present patents 
r^ime So while there is no need to fear 
much, any changes in the patents system, 
we have to be more careful of a sudden 
decontrolling of the prices in this sector. 

Table 8: External Assisiance for S and T 
Programmes Secured by India, 1987 


Iblal Berocnlage 
(Mn USS) to Total 


1 Multilateial 

(Total UN system) 

43.92 

39.8 

II Bilateral 

6S.36 

59.2 

of which 

UK 

24.85 

22.5 

FRG 

7.90 

7.2 

Norway 

T.77 

7.0 

USA 

6.87 

6.2 

Switzerland 

4.54 

4.1 

Denmark 

4.07 

3.7 

Italy 

2.89 

2.6 

France 

1.91 

1.8 

Netherlands 

2.11 

1.9 

Australia 

1.21 

l.l 

Canada 

0.89 

0.8 

Sweden 

0.31 

0.3 

New Zealand 

0.04 

0.0 

ill Non-Covemmental 

Organisations 

1.07 

1.0 

Ford Foundation 

0.72 

0.7 

IDRC 

0.35 

0.3 

Grand total 

110.35 

100.0 


Sourer. GOi, Department of Sceience and 
Technology: Research and Develop¬ 
ment Statistics, 1990-91. 


Tabif 7: INDIA'S Trade in Technoiogy-Intensive Products 

(In Percentage) 


Ybar 

Exports 
(Rtr Cent) 

Imports 
(Per Cent) 

Value of Exrwits/lmports 

Total Technology Others 

Intensive 

1965-66 

6.5 

67.2 

0.58 

0.06 

1.65 

1970-71 

17.2 

62.8 

0.93 

0.26 

2.07 

1975-76 

19.6 

64.8 

0.76 

0.23 

1.75 

1980^81 

16.9 

80.1 

0.53 

0.11 

2.22 

1981-82 

20.6 

77.t 

0.57 

0.15 

1.98 

1982-83 

28.8 

78.4 

0.61 

0.23 

2.03 

1983-84 

28.8 

71.9 

0.62 

0.25 

1.57 

1984-85 

28.7 

74.3 

0.69 

0.26 

1.9 

1985-86 

19.3 

75.0 

0.55 

0.14 

1.78 


Source: GOI, Department of Science and 'Rchnology, Poclcei Data Booh 1989. 
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CoMRMiArivt- Prices o^ 
Pharmaci u I k ai s 

As mentioned earlier, the rise in prices 
of drugs and medicines in India has been 
lower than the rise in prices of chemicals 
and chemical products and all comino 
dities But these indices are based on a 
sample of 12 bulk diugs and 19 formula 
lions only and almost all these drugs are 
under price contiul ' However, we 
should note that ai present, though the 
number of drugs under price control has 
been reduced Irom drugs (and then 
formulations) to I4*i bulk drugs (and their 
formulationsX actual control in terms ot 
sales has declined only marginally from 
79 per cent to 74 per cent So, the results 
of the puce indices (which includes the 
drugs under price control) broadly reflect 
changes in the pharmaceutical sector 

The table given by theOPPI (Table IS) 
shows that the prices of important diugs 
in India have risen in 1992 compared to 
1986 though marginallv in manv cases 
Our calculations (lable 16) of a larger 
sample of drug< (which are usually 
quoted) also show a rise in price of im 
poitant drugs, also maiginally in many 
cases However these drugs are not im 
portant in terms of I heir percentage in 
total consumption in India So in Ikble 1 / 
we have given the puces of some of the 
drugs which fonn a maior share of India's 
consumption In the case of these drugs 
the prices an constant or have risen very 
marginally fhe more imr>ortani aspect is 
that the diugs quoted by keayla, IDMA, 
etc, arc I S patented drugs, while the diugs 
quoted in labie 17 aic off patent or oqes 
whose patents have cxpiied and are the 
most important items consumed by India 
T his lurthci highlights the fact that in the 
case of a major percentage of drugs and 
medicines consumed in India, prices are 
not greatly affected bs patents On the 
other hand, the I>PC O has been a major 
nfluencc on prices, while many people 
have been (knowinglv Oi unknowingly) 
highlighting the prices ot dtugs patented, 
which form a veiy small percentage of the 
total consumption in India In tact B k 
keayla" has written “A committee of the 
US senate (Kefauver Committee) had 
commented in I9S9 that ‘Pnees of certain 
drugs and antibiotics in India were 
amongst the highest in the world and that 
in drugs, India was one of highest priced 
nations’ This was before the enactment 
of the Patents Act 1970 It is noteworthy 
that prices of drugs in India are now 
amongst the lowest in the world I he 
above price comparisons are only a few 
examples In most countries which follow 
ed product patents, prices of these and 
other pharmaceutical products are as high 
if not even highei'' While it is true that 
the US Senate had commented in 1959 


that prices were vciy high in India and the 
prices after 1970 when the Patents Act 
1970 was enacted were low, the low puces 
especially in the 70s and 80s is not a 
logical conclusion of changes in patents 
system rather it is due to the l)F*< O in 
India which was also intioduccd in 1970 
and the 1962 Drug (Display ol Pikcs) 
Order 

Purthei in the lut usuallv taken bv 
keayla and cxheis few drugs arc under 
DPC O (while most ol them aa iindei pro 
duct patents ahio^d), while in cnii list 
which cover* a majcvi part of India s con 
sumption all arc under DPC O and lew 
arc under product patents abroad 1 hus 
even by inlicidiiuiig product patents, a 
majoi portion ol drugs (given in Table 17) 
will not be at fee led while removal oI price 
vontiol (vehemently pioposed by both 
OPPI and IDMA) will surel^afleci the 
major pen entage of drugs const nied in 
India Thus not only are prices for drugs 
low in India, a major part of them aie of I 
patent and »hc DPC O has been successful 
in limiting the rise in puces of diugs 

If we compaie the pnccs ol some drugs 
m India and other couniiies (Table 15) 
we can notice that drug puces are com 
paraiivelv ‘owtr in India In fact as men 
Honed m ihe IDMA OPPI joint report," 
“Drug priies in India arc among the 
lowest m the world” This is a lad con 


firmed by 'he Thnif C ommission and of 
ficial surveys and studies As can be seen 
m labie 18, compared to advanced coun 
lues like Uk and (he US, drug puces in 
India are very much lower Bui it may be 
argued that comparison of drug prices 
between India and advanc ed c ounti les, by 
c 'n.diing the prices in terms ol foreign 
curie''cics to rupees may noi be appro 
priatr unless it is for purpose of trade and 
lor imported di ugs However compared 
to India’s inunediate neighbours also 
(where useful somparisons < an be made), 
puces in India are comparatively low both 
III 1986 and 199? and the rise lower aifd 
tall greater from 1986 to 1992 for many 
drugs (labie D) Among the Asian coun* 
lues Sri lanka and Indonesia have join* 
ed the Pans convention in 1952 and 1950, 
lespectively Pakistan, like India has not 
joined the Fans convention Indonesia 
under its liberalisation policy has extend* 
ed “deregulation in investment procedures 
to agrisultuieand the pharmaceutical in 
dusirvwhile in 1992 il accepted pro¬ 
duct patents and inteieslingly the prices 
of important drugs in Indonesia are very 
much higher compared to puces in India 
especially in 1992 and this nse cannot be 
due to product patents intirduced in the 
same year I his shows iha' price changes 
in pharmaieutical sector are not mainly 
due to patents and as seen in the Indian 


tsnii s IokiicnDihii i iNvi-srsuNr Inoi strvwisi and c oi niiivwisi 

iRf C rmvt 


I Df Stock Number ol foreign C oliaboiation 



End March 


Appiovils 



I" Tusiry 

198'’ 

1988 

1989 

Industry 

1989 

1^ 

lolal 

1742 

204S 

2T02 

lolal 

605 

666 

Manuiaitu my 

'492 

1768 

1990 

o/ which 



of *htch 




I lectricai Iquipmeni 

99 

88 





lele ommunication 

T7 

69 





Transportation 

TO 

22 

Cheniuals im) Mlicd 







Piocluci 

S16 

604 

647 

Indusrrial Ma hinery 

59 

7S 

Machmerv <m) Machine 







Trxrls 

210 

249 

294 

Misc Mechancial and Pngg 







Industry 

26 

88 

ricctrical (i<x>t met 







Machiiurs 

207 

2T6 

286 

Industrial Instruments 

IS 

T8 

Iranspof t I qt ipn« lit 

n 

m 

24S 

C hemital (oth*t than 



Metals ind McmI I’i rducts 

8S 

124 

PO 

1 ertilisers) 

66 

66 


I DI Slock tnd March PDl ^jrovats 


C ouinry 

1987 

1988 

1989 

1990 

1991 

1992 

_ _ 


— 

— 

— 

— 


total 
ai whnh 

1742 

204S 

2T02 

128 T2 

5T4 II 

3887 54 

Ilk 

901 

I0T9 

1127 

906 

32 1 

117 67 

USA 

TT2 

T96 

460 

T4 48 

183 83 

1231 5(1 

Wfsl tierniiny 

|S4 

187 

229 

19 SI 

418 

86 27 

SWII7I riaiiii 

6S 

79 

80 

IT50 

)3 5 

M9 7ti 

Japan 

NKls 

64 

8T 

112 

300 

5 24 

52 71 
19 7 

610 23 
43913 


Suune lor ID! Stcx.k. RBI Iridicv Foreign I labilities and Assets as on March 31. 1989’ 
RBI Rulleim February IWJ lor CouniiywiseFDI approvals Economic Sunny, 1992^ 
and lor Industiywive approvals Department of Industrial Development. Handbook 
o/ Industrial SioUslu s 1991 9’ 
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Tawje 10: InoA's Technouwy Balance of Payments—1972-73 to I9M-#9 

(RslHcmn) 

_ Psym cntt_ _ Receipts _ Tkch- Tfech- Ibul 

Royal- Tfcch- lichni- bther Mana- Ibiai Royal- lich- Ibrhni- Other Mana- Ibul nology nology Ihch- 

ties nical cians' Prof (cment lies nical dans* Prof gement BoP Rdated nology 

Know- Fees Fees Fees, Know- Fees Rees Fees, BoP and 

how Etc how F4 c Tfcch- 

nology 

Related 

BoP 


1972 - 73 

7.3 

11.3 

8.2 

2.7 

26.0 

55.5 

0.2 

0.4 

5.3 

0.8 

14.3 

21.0 

-25.8 

-13.6 

-34.5 

i;; 1973-74 

6.2 

14.1 

10.1 

2.8 

28.9 

62.1 

0,1 

0.1 

2.7 

0.5 

18.9 

22.3 

-30.1 

-12.3 

- 39.8 

f! 1974-75 

8.5 

12.5 

7.4 

3.4 

33.1 

64.9 

0.1 

0.5 

0.2 

1.1 

21.1 

23.0 

-27.3 

-14.3 

-41.9 

1' 1975-76 

10.5 

25.7 

7.1 

4.1 

50.9 

W.3 

0.2 

0.5 

0.7 

1.3 

25.2 

27.9 

-42.1 

-28.5 

-70.4 

! 1976 - 77 

15.9 

37.8 

10.3 

13.2 

73.1 

150.3 

0.1 

0.9 

0.9 

3.1 

25.8 

30.8 

-62.1 

-57.4 

-119.5 

,1 1977-78 

19.5 

28.1 

10.2 

37.6 

80.0 

175.4 

0.2 

l.l 

0.5 

4.6 

30.2 

36.6 

-55.4 

-82.8 

-138.8 

1978-79 

12.7 

55.5 

45.4 

8.0 

%.2 

217.8 

0.1 

6.1 

0.5 

3.3 

58.8 

68.8 

-101.3 

-42.1 

-149.0 

. 1979 - 80 

9.6 

44.0 

9.1 

11.3 

185.5 

259.5 

0.1 

1.9 

0.7 

7.2 

73.7 

83.6 

-58.8 

-115.9 

-175.9 

1980 - 81 

8.9 

98.0 

22.6 

11.9 

146.6 

288.0 

0.1 

3.1 

1.2 

5.1 

74.5 

84.0 

-123.2 

-78.9 

-204.0 

1981-82 

16.0 

270.7 

13.1 

13.9 

261.0 

574.7 

0.2 

5.8 

2.1 

6,7 

90.8 

105.6 

-288.0 

-177.4 

-469.1 

: 1982 - 83 

39.7 

258.6 

30.1 

42.0 

210.6 

581.0 

1.0 

8.1 

1.9 

8.4 

198.6 

218.0 

-311.2 

-45.6 

-363.0 

1983-84 

27.6 

314.9 

26.1 

45.3 

233.5 

647.4 

0.5 

6.0 

2.3 

7.0 

153.6 

169.4 

-356.1 

- 118.2 

-478.0 

. 1984 - 85 

28.5 

300.6 

29.9 

82.6 

294.6 

736.2 

0.1 

3.6 

3.2 

8.9 

232.4 

248.2 

-351.7 

-135,9 

-488.0 

1985 - 86 

23.5 

367.8 

42.0 

69.5 

331.7 

834.5 

0.3 

8.3 

4 1 

10.2 

172.8 

195.7 

-416.4 

-218.2 

-638.8 

' 1986 - 87 

40.1 

358.4 

73.0 

105.7 

447.9 

1025.1 

0.6 

12 8 

2.7 

6.0 

214.3 

237.0 

-445.3 

-332.7 

- 788.1 

1987 - 88 

60.4 

459.3 

103.0 

282.0 

470.2 

1374.9 

1.4 

6.3 

5.0 

12.4 

347.8 

372.9 

-608.7 

-392.0 

-1002.0 

1988-89 

180.6 

316.7 

160.0 

230.4 

714.3 

1602.0 

1.2 

8.4 

13.3 

20.2 

516.1 

559.2 

-639.3 

-408.4 

- 1042.8 


Source. Reserve Hank of Mia Bulletin. April 1992. 

I'ABi £ II: Expoms, Imports, Trade Balance and Current Account Bai ance oe Selected Countries 


Wor ld__In dustrialised Countries __ USA 


Item 

1975 

1980 

1985 

1988 

1975 

1980 

1985 

1988 

1975 

1980 

1985 

1988 

Exports (Bn U.SS) 

829.5 

1897.6 

1801.1 

2694.1 

568.9 

1244.3 

1262.2 

1969.4 

108.85 

225.5 

218.8 

321.6 

imports (Bn USS) 
Trade Balance 

836.6 

1945.1 

1878.3 

2787.3 

589.4 

I370.I 

1348,4 

2041.6 

105.8 

256.9 

346.3 

459.5 

(Mn USS) 

Current A/c 

22193 

31894 

12605 

35946 

9933 

-67810 

- 37584 

4029 

8910 

-25500 

-122150 

-126290 

(Mn U.S$) 

Exports of Goods 

2451 

31993 

- 70175 

-66869 

%57 

-59392 

-48888 

-61593 

18130 

1840 

-115560 

' 134720 

(fWentage) 

Imports of Goods 









8 

9.8 

6.7 

8.3 

(l^rcentage) 









7.6 

10.8 

10 

11 



UK 




Germany 



Japa 

in 


item 

’ 19 ^ 

1980 

iVsT” 

1988 

I975~ 

1980 

1985 

1988 

1975 

1980 

1985 

1988 

Exports (Bn USS) 

43.4 

IIO.l 

101.2 

145.1 

90.1 

192.8 

183.9 

323.3 

55.8 

UU.4 

177.1 

264.8 

Imports (Bn USS) 
Trade Balance 

53.3 

115.5 

108.9 

189.3 

74 9 

187.9 

158.4 

250.5 

57.8 

141.2 

130.4 

187.3 

(Mn USS) 

Current A/c 

- 7272 

3343 

2653 

- 36514 

16911 

8887 

28507 

78640 

4935 

2130 

55990 

94990 

(Mn USS) 

Exports o! Goods 

- .1417 

7520 

4765 

26089 

4422 

-13886 

16977 

48580 

690 

-10750 

49170 

79630 

(Pereenuge) 

Imports of Goods 

25 

27 

29 

23.6 

25 

26.8 

33 

29.7 

12.9 

13.9 

14.7 

10.3 

(Percentage) 

26.9 

24.7 

28 

27.4 

22.1 

26.9 

29 

24.3 

12.8 

14.'' 

II.3 

8 



V 

lepublic of Korea 



Malaysia 




India 



item 

1975 

1980 

1985 

1988 

1975 

1980 

1985 

1988 

1975 

1980 

1985 

1988 

Exports (Bn USS) 

5.08 

17.5 

30.2 

60.69 

3.8 

12.9 

15.4 

21.1 

4.3 

8.5 

9.2 

13.3 

Imports (Bn USS) 
Trade Balance 

121 

22.29 

31.13 

51.8 

3.56 

10.82 

12.3 

16.55 

6.38 

14.86 

16.07 

19.16 

(Mn USS) 

Current A/c 

-1671 

-4384 

-19 

11445 

256 

2406 

3577 

5643 

-286 

-5644 

-5616 


(Mn USS) 

Exports of Goods 

-1889 

-5321 

-887 

14161 

-496 

-285 

-613 

1884 

-148 

-1785 

-4178 


(fVicentage) 
Imports of Goods 

n.f, 

35.1 

36.8 


45.4 

57.6 

55 

68 

6.2 

6.5 

6.1 


(IVrcenUge) 

35.7 

41.1 

35.2 


47.2 

55.1 

50 

57.4 

6.8 

9.8 

9 



Source: IMF, International Financial Statistics, Krir Book, 1989. 
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cue; It u aue to wcxx Indit whidt it 
in a very coiqpelitive position compared 
to otherLOCi, therefore should not fear 
the strengthening of the patents leipme. 
On the other hand, regarding decontrol 
of drug prices, a judicious approach is 
needed. 

Indigenous Production or Drugs 
Covered by Product Patents 
Abroad 

The issue of value or percentage ot in¬ 
digenous production of drugs covered by 
product patents abroad is one where there 
are conflicting versions. The controversy 
was triggered by the statement of the 
United Stales IVa^ Representative (USTR) 
Carla Hills during her visit to'India in 
1992, that only S per cent of the products 
marketed in India are covered by patents 
This statement was made to “persuade the 
Indian government that recognition of 
product patents u in China would not 
have the fared adverse effects”** The In¬ 
dian Drug Manufacturers Association 
(IDMA)'^ immediately came with a 
study indicating that in the therapeutic 
groups where patented drugs are there, 
nearly 46.32 per ant of these groups are 
covered by patents in the US and patented 
drugs in the total pharma market is 21.47 
per cent. The percentage of drugs under 
the different therapeutic groups are given 
in Ikble 13. The minister of state in the 
ministry of chemicals and fertilisers" 
stated that about 10-15 per cent of total 
production in the country is covered by 
patents abroad. The break-up of the dif¬ 
ferent therapeutic groups given by the 
ministry are also given in Ihble 13. The 
IDMA study is based on Operational 
Research Group (ORO) report and the US 
Health Department Publications, ‘Drugs 


under nuent' and ‘Approved Drug Pro¬ 
ducts’ and the government statement is 
based on ‘Available Information’. The 
IDMA" which has made a study for 
Ranitidine ISO mg tablets makes the 
following observation, "Had it not been 
for the Indian Patent Act 1970, it would 
not have been possible for anybody other 
than Glaxo or their licencees to manufac 
ture and sell this product in the country. 
Under such monopolistic situation, 


Glaxo, in light of th^r international pric¬ 
ing policy Aould have priced the product 
hypothetically at least 10 timet more ex¬ 
pensive of its present sale price, i e, 
R$ 16.10 per tab. It would not be wrong 
to assume that at this exorbitant mu; 
offlake of this product would come down 
substantially. Thoefore under the scenario 
existing after amendment of the Indian 
Patents Act to fall in conformity with the 
Dunkel's proposal, the Indian population 


Tabli IJ- Pitia iNOicisor All Commoditifs and Oxucs and MEmciNrs in India 


Year 

All 

Commodities 

Drugs and 
Medicines 

f^rceniagr Increase over 61-62 
All 5nifs and 

Commodities Medicines 

Times 

Higher of AH 
Compared to 
Drugs 

61-62 

100 

100 

00 

0.0 


62-63 

i03.8 

102 1 

3.8 

2.1 

1.8 

63-64 

110.2 

103.1 

10.2 

3.1 

3.3 

64-6S 

122.3 

103 6 

22 3 

3.6 

6.2 

65-66 

131.6 

105.2 

316 

$2 

6.1 

66-67 

149.9 

112.4 

49 9 

12.4 

4.0 

67-68 

167 3 

121.6 

67.3 

216 

3.1 

68-69 

165.4 

123.6 

65 4 

23.6 

2.8 

69-70 

171.6 

129.8 

71.6 

29.8 

2.4 

70-71 

181.1 

1419 

81.1 

41.9 

1.9 

71 72 

188 4 

141 9 

88.4 

41,9 

2.1 

72-73 

207.3 

143.8 

107.3 

43.8 

2.5 

73-74 

249.2 

144.9 

149.2 

44.9 

3.3 

74-75 

312 0 

154.0 

212.0 

54.0 

3.9 

75-76 

308.6 

168.9 

208.6 

68.9 

3.0 

76-77 

315.1 

190.6 

215.1 

90.6 

2.4 

77-78 

331.5 

194.0 

231.5 

940 

2.5 

78-79 

331.5 

193 7 

231.5 

93 7 

2.5 

79-80 

388.2 

192.4 

288.2 

92.4 

3.1 

80-81 

459.0 

195.7 

359.0 

95.7 

3.8 

81-82 

501.9 

219 8 

401.9 

U'X 

3.4 

82-83 

515.1 

243.9 

415.1 

1439 

2.9 

83-84 

563.8 

269.3 

463 8 

169J 

2.7 

84-85 

603.6 

272.8 

503.6 

172JI 

2.9 

85-86 

638.3 

281.0 

538.3 

181.0 

3.0 

86-87 

672.2 

289.9 

572.2 

189.9 

3.0 

87-88 

723.3 

316.5 

623.3 

216 5 

2.9 

88-89 

776.6 

386.^ 

676.6 

286.6 

2.4 


Sourer. GOI, liutian Drug Sialulia (various issues). 


1ABIF 12: OXOWTH OF Woxi D TXADl IN MANllfAniJXFS (ANNUAL AvERAOF RaFF Of OXONTHI 


_Developing Countnw _ 

World DMEC ~Toial Manufaciurn ~ Socu(iisi 

__ ___ Exporters Countries 


Exports from 

Years 

Total 

Trade 

TVadc in 
Manu¬ 
factures 

Tout 

Trade 

IVade in 
Manu¬ 
factures 

Tbtal 

Dade 

Thide m 
Manu¬ 
factures 

Total 

Trade 

Trade in 
Manu¬ 
factures 

Total 

Trade 

TTsde in 
Mmu- 
faciures 

World 

19^5-73 

15.1 

16.7 

15.8 

17.9 

13.9 

13.9 

20.5 

22.9 

13.2 

15.4 


1973-80 

19 5 

17.9 

18 7 

16.6 

23.7 

23.0 

22.9 

20.6 

16 7 

15.5 


1980-87 

3.2 

7.1 

37 

8.8 

1.1 

2.6 

4.6 

8.6 

4.9 

S.5l 

Developed market- 

1965-73 

15.6 

16.6 

160 

17.4 

13.7 

13.7 

22.2 

24.0 

8.4 

20.5 

economy countries 

1973-80 

17.6 

17 7 

16 4 

16.3 

22.0 

22.4 

19.5 

20.2 

18.2 

I9J 

1980-87 

4.6 

6.3 

59 

7.9 

0.8 

13 

60 

6.6 

-0.2 

2.4 

Developing countries 

1965-73 

14.9 

23.7 

151 

28.4 

13.0 

196 

18.9 

25.1 

11.2 

7.6 

1973-80 

26.2 

23.1 

25.7 

20.7 

29.3 

27.7 

30.5 

24.8 

20.3 

19.3 


1980-87 

-1.5 

14.3 

-2.4 

16.6 

-0.6 

7.8 

0.5 

13.9 

8.1 

28.6 

Manufactures 

1965-73 

19.3 

27.6 

21.2 

34.5 

17.7 

20.9 

21.5 

33.4 

10.5 

10.7 

exporters 

1973-80 

21.5 

24.2 

18.0 

21.3 

29,1 

31.4 

24.9 

26.9 

23.4 

23.3 

1980-87 

9.1 

i2.r 

110 

14.8 

5.1 

6.4 

8.3 

13.9 

5.6 

114 

Socialist coumriei 

1965-73 

12.9 

14.2 

160 

18.6 

13.2 

10.1 

13 7 

12.7 

12.0 

14.2 

1973-80 

17.3 

15.3 

20.6 

17.7 

20.1 

216 

208 

20.2 

15.0 

I3J) 


198047 

3.4 

5.5 

1.3 

3.8 

88 

6.2 

il.l 

174 

6.4 

SJ 


Sources-. UNCTAD; Stolislkal Pocket Book, I9t9. 
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would have r<ir fts consumption a mere 
i/IOth of the tout medicine avaiiable to 
them today, but at 10 times the existing 
prices." 

The above analysis shows that the lower 
limits of the estimates of manufacture of 
products patented abroad is 5 per cent and 
the upper limit is 21.47 per cent. Moreover, 
the major player in price changes is the 
DPCO. As long as the composition of the 
list of drugs not to be patented remains 
unchanged, the feared danger of streng¬ 
thening the patents regime in India is ap¬ 
parent than real. However a careful and 
judicious policy on price controb is need¬ 
ed and not simply a total decontrol of 
prices of pharmaceuiicab as advocated by 
many people especially the IDMA and 
OPPl. In fart, it has been suted® that 
drug prices have increased as a result of 
India's recent liberalisation efforts, and of 
course this has nothing to do with patents. 
As expressed by Vaish (secretary, depart¬ 
ment of chemicals and petro-chemicals, 
ministry of chemicals and fertilisers. 


goviernment of India),^ over the seeming 
paradox of keeping prices under check to 
ensure that it reach^ every person, and 
freeing the sedor from checks as demand¬ 
ed tqr the industry to ensure maximum 
production, "we have to see that supply 
line and produrtion is maintained, yet 
there is ne^ to keep contror. One should 
also note that this is a sector involving 
social security and while the EEC has its 


own social security measum and the Uh 
is also iroplenumting new measures on 
these lines, a devdopinK oountty Uke India 
cannot completely underi^ the impor¬ 
tance of h^th care to its- population 
under the pretext of profitability. Thus 
there is nothing wrong in continuing with 
the price coptrol on drugs. Otherwise, 
firstly, the government as tire largest buyer 
of drugs and secondly, the common conr 


Tabi.e 15B: Chan(.e in Ini ernationai Prices vis a-vis Indian Prices of Imfortant Drugs 


Name of the Drug 

Unit 

Times Costlier 
in Pakistan 
1986 1992 

Times Costlier 
in Sri Lanka 

1986 1992 

Times Costlier 
in Indonesia 

1986 1992 

1 Chloramphenicol 

250 mg/10 caps 

0.21 

0.68 

1.75 

2.20 

1.68 

3.49 

2 Meironidazole 

200 mg/10 tabs 

1.08 

3.28 

1.44 

4.29 

14.76 

26.16 

3 Ferrous Sulphate 

150 mg/IS caps 

0.10 

1.41 

0.55 

4.21 

_ 

4.61 

4 Ibuprofen 

200 mg/10 tabs 

-023 

0.82 

0.68 

1.39 

1.08 

1.56 

5 Propranolol HCL 

10 mg/10 tabs 

1.37 

1.72 

1.29 

0.54 

— 

— 

6 Salbutamol 

2 mg/10 tabs 

2.06 

— 

t.67 

2.53 


— 

7 Nifedipine 

10 mg/10 caps 

4.28 

5.43 

-0.08 

0.84 

0.70 

9.60 

8 Cimetidine 

200 mg/10 tabs 

3.57 

4.25 

1.20 

9.80 

1.57 

11.19 


Source. OPPl. 


Iabii 14: RriAiivr. Comparative Advaniagf OF PiiARMACEuiiCAi Products oi Seifctfd Countries 


Country 

RCA Bela Ballasa 
Approach 

RCD Bela Ballasa 
Approach 

RCD 88 RCD 88 
lo 80 lo 70 

RCA Marker Share 

Approach 

RCD Market Share 
Approach 

RCA 88 RCA 88 
lo 80 10 70 

1988 

1980 

1970 

1988 

1980 

1970 

USA 

1.16 1.37 

1.31 

0.22 

1.47 

1.27 

1.08 

0.77 

0.59 

0.20 

UK 

0.99 1.19 

1.18 

0 43 

2.18 

2.21 

1.83 

0.75 

0.63 

0.40 

Japan 

102 1.01 

1.13 

1.18 

0.32 

0.32 

0.32 

1.22 

1.08 

I.IO 

Germany 

0.86 0.94 

1.04 

0-65 

1.42 

1.65 

1.51 

1.01 

0.97 

0.60 

Republic of Korea 

0.98 NA 

0 82 

0.86 

0.16 

0.16 

NA 

0.38 

0.46 

0.80 

Indonesia 

1.99 0.42 

0.81 

204 

0.14 

0.07 

0.32 

0.85 

1.04 

1.90 

Thailand 

0.38 1.24 

0.4! 

2.90 

0.13 

0.35 

0.11 

0.63 

1.53 

2.70 

Malaysia 

1.24 0.70 

(J75 

1.40 

0.15 

0.12 

0.22 

0.78 

1.05 

1.30 

India 

1,16 3.30 

0.82 

V.61 

2.13 

1.83 

0.65 

0.76 

0.92 

I.SO 

Note : K\- Relative ('ornparaiive Advantage; RCD 

=• Relative Comparative Disadvantage. 




RCA. 

RCA RCA 1 








Wie/Wie 

(Bela Ballasa) “ jix;\ || 








(Market share 



Where, 

Xi = Exports of pharmaceuticals oi me country, XI = total exports of the 

Approach) 




counliy. Mi = imports of pharmaceuticals of the country. 

Mt» total 




imporK of the country, Wie.= Expoits of pharmaceuticals of world. 

Mi/Mt 

RCD KGU 1 


Wie^toial exports of the world, Wii 

- imports of pharmaceuticals of the 

Wii/Wt, 

(Bela Ballasa) U 


world, Wti 

^loial imports of the world, i==Current year,II 

Base year. 

Souice. Compuled from United Nations, fnlemalional Trade Slatislics Yearbook (various issues). 





Tabu i5A: C omparaiim Prk i v oi Impori.sni Drugs in India and Other Asian Couniries 











(in RsJ 



India 


Pakistan 


Sri Lanka 

Indonesia 

Name of the 

Unit 1986 

1992 

Pcrcen 1986 

1992 

Percen- 

1986 1992 

Percen- 

1986 1992 

Percen- 

Drug 



lagc 


tage 


tage 


tage 




change 


Change 


Change 


Change 

I Chloramphenicol 

2SOmg/IO labs 5.72 

9 95 

73.9 6.93 

16.78 

145.0 

15.74 31.86 

102.4 

15.36 44.76 

191.4 

2 Metronidazole 

200mg/l0 tabs 2.76 

3.65 

32.2 5.74 

15.64 

172.4 

6.74 19.30 

186.3 

43.52 99.15 

12^.8 

3 Ibuprofen 

200mg/10 tabs 6 13 

3.71 

- 39.4 4.68 

6.78 

44.8 

10.34 8.87 

- 14.2 

12.80 9.52 

-25.6 

4 Ferrous Sulphate 

I50mg/I5 caps 8.46 

8.64 

2.12 9 36 

20.84 

122.6 

13.15 45.04 

242.5 

— 48.31 

— 

5 Propranolol HCL 

lOmg/IO tabs 1.96 

3. ?9 

88.7 4.66 

10.06 

115.8 

4.49 5.71 

27.1 

— — 

— 

6 Salbutamol 

2mg/l0 caps III 

1.93 

73.8 3.40 

— 

— 

2.97 6.82 

129.6 

10.24- — 

— 

7 Nifedipine 

lOmg/IO caps 6.00 

5.78 

- 3.6 31.65 

.37.18 

17.5 

5.49 10.64 

93.8 

20.48 61.28 

199.2 

8 Cimeiidine 

200mg/l0 tabs 7.% 

8.75 

mmm 

45.92 

26.1 

17.54 94.52 

438.8 

49.92 106.72 

113.7 
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tuincr (not uie common mui as we will 
see Imer) wiU be hit by the rbe in prices. 
So while we advocate a judicious policy 
in drug price controls, we see no reason 
to fear the strengthening of the patents 
regime in the case of drugs and pharma¬ 
ceuticals by imroducing product patents. 
This is not to say that the 1970 Patent Act 
was not useful. In fact it was useful and 
along with DPCO has strengthened our 
pharmaceutical sector. But in the present 
situation, when we have become compe¬ 
titive in pharmaceutical sector there is no 
need to continue with this Act in the same 
form. However, the pertinent question to 
be answered is, how exactly the patents 
re^me can be strengthened by India in the 
case of pharmaceuticals? lb this question, 
we will turn to Section IV. 

Other ErTEcrs or Strenctheninc 
Patents Regime 

The other possible effects of streng¬ 
thening the patents regime can be explain¬ 
ed as follows. 

^fect on Different Sections of the 
Population: An increase in drug prices is 
believed to affect the common man. But 
as rightly pointed out by Mitra Sisir.^ 
“We ought to be clear about the descrip¬ 
tion of this ‘common man’... But we have 
to make another division of the ‘more 
common’ amongst us, that is, the people 
who live below the poverty line”. Accord¬ 
ing to ofricia! estimates, this group con¬ 
sists of 30 per cent of our population^’ 
and these people hardly spend on drugs 
and medicines, while basic necessities like 
food, clothing and shelter are themselves 
not available to them. So the question of 
drug prices does not concern them. India 
is a drug starved country. The per capita 
consumption of drugs in India in 1989 
was Rs 34 (Rural Rs 8). This is very low 
compared to other developing countries 
like Republic of Korea (Rs 346), Egypt 
(Rs 190), liirkey (Rs 1.^9), Dawan (Rs 1S9), 
Philippines (Rs 95), Nigeria (Rs 70), 
Indonesia (Rs 42) and Pakistan (Rs 43), 
even in 1984.^ Further as pointed out by 
Mitra Sisir,^ the expenditure on drugs in 
India “is generally less than 10 per cent 
of the total medical cate .cost”, and 
medical care expenditure forms 2.6 per 
cent of total expenditure in India.’* 
Among the other two classes, the rich and 
the middle class, the former can afford 
any rise in prices of drugs, while the latter 
may be subjected to hardship. However, 
there is the fact that evm if the most 
liberal estitiuites are taken, drugs product 
patented abroad will not Iw more than 30 
per cent of the drugs produced in India 
and again the changes in drug prices can 
come about mainly due to decontrol of 
prices, rather than patents. If the possibili¬ 
ty of substitution of non-patented drugs 


for patented drugs is further expioied then 
the effect of patents on prices can be fur¬ 
ther lessened; on the whole, strengthen¬ 
ing the patents regime especially by accep¬ 
ting product patents in pharmaceuticals 
will not have any great adverse impact on 
common man in particular and the peo¬ 
ple in general. 

^fect on Indian Pharmaceutical In¬ 
dustry: The strengthening of patents 
regime is considered to affa't the Indian 
pharmaceutical industry. In the total sates 
of drugs and drug formulations in India 
the share of drug formulations is 76.5 per 
cent in 1989 90 (78.4 per cent in 1988-89). 
Therefore, it is mainly drug formulations 
that are important in the total sales. 
In fact, India is almost self-sufricient in 
drugs and pharmaceuticals and indige¬ 
nous production to the total indigenous 
production plus imports is 89.4 per cent 
in 1989-90 (91 per cent in 1988-89). More¬ 
over, India is a net exporter of drugs and 
pharmaceuticals at Rs 204.78 crore in 
1989-90 (Rs 20.60 crore in 1988-89). In¬ 
terestingly, the pharmaceutical sector is 
one in which the concentration is very less. 
The concentration ratio of drug formula¬ 
tions in 1989-90 (shown by the share of 
top four firms) is the lowest among all 
manufactures of non-primary commo¬ 
dities at I7.S per cent” and interestingly 
in the primary commodities industries 
also only a few items are below this level. 

While it is not possible to estimate the 
possible effect of product patents by com¬ 
panies (though the effect of introducing 
product patents would be quite less in 
general, as seen earlier), some indications 
of the process patents are available. In 
pharmaceuticals, we have not been able 
to estimate the percentage of drugs and 
drug formulations under process patents 
but total patents in drugs and pharma¬ 
ceuticals’* is 9.31 pef cent of total patents 
sealed in 1986-87. But it has been stated 


that msuor percentage of the process ^ 
patents in this sector have been granted 
to foreigners.’* In fact percentage of . 
patents to foreigners in foods, drug and 
medicines is 74.8 per cent in 86-87 and 
above 70 per cent since 74-75.’* Of the 75 
per cent market share as on year-end 1989 
about 35-40 per cent is by MNCs in drug 
formulations tin I989-90).** Since most 
of the important MNCs have been includ¬ 
ed in this list, the remaining 25 per cent 
cover mainly the Indian companies and 
that too small companies. Thus about 60 
per cent of the market share in drug for¬ 
mulations is with the Indian companies 
and the Indian companies are a major 
force to reckon with. As can be seen in 
Table 20, in our sample of companies 
covering about 53 per cent of total irutflcet 
share, MNCs with 33 per cent market 
share have been granted 407 patents bet¬ 
ween the years 19/2-1989, while the Indian 
big companies with 16 per cent market 
share have only 59 patents (of which 41 
patents have been granted to the two 
pubitc sector companies). Though our 
sample is not a representative sample giv¬ 
ing representation to different groups of 
companies based on the share of these 
groups to total market share, and though 
we know that it is the value of sales of 
patented items which is the real indicator, 
rather than the number of patents, the 
results at least indicate the following: 

(1) The patents granted to big indian 
companies especially private companies 
are surprisingly low. This seems to be a 
reflection of their poor R and D effort. 

(2) While the MNCs seem to dominate 
in terms of process patents, four small 
companies have 24 patents, which seems 
to be relatively higher compared to the big 
Indian private companies. Of cours^ we 
do not know the type of reiation.9hip of 
small companies given here with the big 
companies or MNCs. While it is known 


I ABIE 16: Prices and Price Indices oe Selected Indian Druos 

(in 


Drug/Dosage 

Brand Name 

l990 

Prices 

1991 

l993 

1 Cholamphemical 

Paraxin 

8.32 

8.74 

20.00 

(250 mg/10) 


(100.0) 

(103.0) 

(240.3) 

2 Amoxycillin 

Moxilium 

17.90 

17.90 

N.A. 

(500 mg/4) caps 


(100.0) 

(100.0) 

(N.A.) 

3 Cefadroxil 

Kefloxin 

58.20 

58.20 

65.85 

(500 mg/6) caps 


(100.0) 

(100.0) 

(II3.I) 

4 Cephalaxin 

Alcephin 

13.27 

14.38 

15.32 

(250 mg /4) caps 


(100.0) 

(108.4) 

(117.0) 

5 Doxycycline 

Biodoxi 

19.50 

19.50 

25.50 

(100 mg /lO) caps 


(100.0) 

(100.0) 

(130.8) 

6 Nornoxacm 

Norilet 

15.20 

15.20 

194)0 

(400 mg/4) tabs 


(1000) 

(100.0) 

(I2S.0) 

7 Ibuprofen 

Emflam-400 

4.84 

6.43 

6.43 

(400 mg/10) tabs 

(Merck) 

(100.0) 

(132.9) 

(132.9) 

8 Flurbiprofen 

Arflur 

12.69 

12.69 

134)0 

(SO mg/10) tabs 


(100.0) 

(100.0) 

(ItSJI) 


(Conull 
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ftnail-scale companies,” the benefits due 
to patents to thew companies may also be 
cornered by MNCs due to such arrange¬ 
ments. Table 20 also shows that a substan¬ 
tial number of patents granted to Indians 
are actually in the name of the parents of 
the MNCs operating in India, which in ef¬ 
fect reduces the number of patents granted 
to Indians. Thus in process patents, the 
importance of MNCs can be seen. But a 
note of caution is needed here. Tkble 21 
gives the percentage of pharmaceutical 
sales to total sales of some MNCs and 
Indian companies for which data are 
available. The percentage in the case of 
MNCs is very small, while for Indian 
companies it is very high, at even 100 per 
cent in one case In the light of this fact, 
we can infer that a major portion of the 
patents granted to the MNCs are for non- 
pharmaceutical items and in the case of 
the Indian companies, it is mainly for 
pharmaceuticals. So ultimately even pro- 
ces!. patents granted to MNCs in phar¬ 
maceuticals may not be really high. 

In Tkble 22 the profitaNlity ratios of 
selected MNCs and Indian companies are 
given. The diffeient profitability ratios are 
broadly similar in the case of total MNCs 
and Indian companies, and in the case of 
most of the companies profits to net 
worth indicators are quite high, while pro¬ 
fits to sale indicators are quite tow. Here 
again, for reasons explained earlier pro¬ 
fitability of Indian pharmaceutical com¬ 
panies reflect profitability in pharma¬ 
ceuticals, while profitability of foreign 
companies reflect profitability in non¬ 
pharmaceuticals. Even imports of raw 
materials to total sales and dividend 
remittances to sales are not high and the 
possibility of disguising profits in these 
forms by MNCs seems to be less. While 
there is truth in the argument that pro¬ 
fitability to sales in pharmaceutical sector 
is quite low, we cannot argue (as is being 
currently done by many) that the profita¬ 
bility in this sector should be allowed to 
be as high as in other sectors by decontrol 
of prices. We should note that this is a 
sector affecting social security and many 
developed countries are giving medical- 
care free of cost or at concessional rates 
and India should not allow prices to rise 
beyond permissible limits. Moreover, pro¬ 
fitability to net-worth in these companies 
is quite high and is comparable to pro¬ 
fitability to net worth in other sectors.” 
Earlier we had noted that there is no need 
to fear product patents. Since we do not 
have any estimate of the value of phar¬ 
maceuticals under process patents as a 
percentage of total value of pharmaceuti¬ 
cals in India, we cannot be very sure of 
the extent of the impact of strengthening 
process patents in India on the pharma¬ 
ceutical sector. 


I04g 


Drug/Dosage 

Bund Name 

~T«0- 

Prices 

— m — 

155! 

9 Piroxicam 

Toldiii-IO 

5.35 

5.35 

8.90 

(10/10) 


(100.0) 

(100.(9 

(166.4) 

to Diclofenac 

Diciomax 

9.90 

9.90 

9.90 

(50/10) tabs 


(100.0) 

(100.0) 

(100.0) 

II Naproxen 

Naxid 

16.35 

16.35 

N.A. 

(2S0/t0) tabs 


(100.0) 

(100.0) 

(N.A.) 

Anli-Ulceranls 

12 Cimeiidinc 

Tagamed 

17.34 

17.34 

14.14 

(400/10) labs 


(100.0) 

(100.0) 

(81.5) 

13 Rantidine 

Lydin 

36.50 

36.23 

36.23 

(300/10) tabs 

(100.0) 

(99.3) 

(99.3) 

14 Sucralfate 

Ukekon 

13.68 

13.68 

13.68 

(Ig/IO) tabs 


(100.0) 

(100.0) 

(100.0) 

IS Famotidine 

Facid 

39.80 

34.00 

34.00 

(40/10) tabs 


(100.0) 

(85.4) 

(85.4) 

Cardiovasculars: 

16 Nifedipine 

Calcigard 

5.40 

5.40 

6.75 

(lOmg/IO) caps 


(100.0) 

(100.0) 

(125.0) 

17 Atenolol 

Altol 

7.00 

7.00 

10.70 

(50/10) ubs 


(100.0) 

()00.0) 

052.9) 

18 Acetmolol 

Seciral 

18.10 

18.10 

26.49 

(200/10) ubs 


(100.0) 

(100.0) 

046.4) 

19 Pentoxifylline 

Flexiul 

138.00 

138.00 

173.40 

(400/30) ubs 


(100.0) 

(100.0) 

(125.7) 

20 Cylandelate 

Cyclasyn 

14.40 

14.40 

20.00 

(400/10) caps 


(100.0) 

(100.0) 

(138.9) 

21 Diltiazem 

An^zem 

12.00 

12.00 

17.68 

(30/10) Ub.s 

(100.0) 

(100.0) 

(147.3) 

22 Enalaprilmaieaie 

Envas 

9.50 

9.50 

16.20 

(5/10) ubs 


(100.0) 

(100.0) 

(170.25) 

A nliviml/Fungal 

23 Acyclovir 

Cyclovtr 

39.40 

39.40 

49.90 

(S^beream) Sg 


(100.0) 

(100.0) 

(126.6) 

24 Keloconazole 

Funazole 

57.90 

57.90 

57.90 

(200/10) Ubs 


(loao) 

(100.(9 

(100.0) 

25 CTobeUsol prop 

Dermolyi 

I6jOO 

16.00 

16.00 

(0.054'a cream)i0g 

Skin Cream 

(100.0) 

(100.0) 

(100.0) 

26 Minoxidil 

Mintop 

125.00 

125.00 

138.15 

(60 ml) 


(100.0) 

(100.0) 

(110.5) 

Anti-Histamine 

27 Astemizole 

Alestol 

9.75 

9.75 

10.70 

(10/10) Ubs 


(100.0) 

(100.0) 

(t09.7) 

Anidi-Auxiolytics 

28 Alprazolam 

Alzolam 50 

5.50 

8.00 

11.67 

(0.5mg/l0) Ubs 


()00.0) 

(145.5) 

(212.2) 

29 Diazepam 

Vklium 

2.18 

2.27 

3.86 

(2mg/l0) ubs 


(100.0) 

(104.)) 

(177.1) 

30 Lorazepam 

Trapex 

ZM 

2.00 

2.00 

(Img/IO) ubs 


(100.0) 

(lOO.O) 

(100.0) 

31 Trazodone Lcl 

Ttazonil 

1430 

14.50 

14.50 

(50mg/l0) ubs 


(100.0) 

(100.0) 

(tOO.0) 

Anti-Cancer 

32 Vincristine 

Vincristine 

48.00 

48.00 

48.00 

(Img/vial) 


(100.0) 

000.0) 

(100.0) 

33 Vinblastine 

Vinblastine 

92.00 

N.A. 

N.A. 

(lOmg/real) 


(100.0) 

(N.A.) 

(N.A.) 

Miscellaneous 

34 Allopurinol 

Zyloric 

8.60 

8.60 

12.04 

(lOOmg/IO) tabs 


(100.0) 

(100.(9 

(140.4) 

35 Haloperidol 

Depidol 

1.90 

2.2S 

2.90 

(0.25mg/IO) tabs 


(100.0) 

018.4) 

(152.6) 

36 Domperidone 

DomsUl 

9.50 

9.50 

iS.90 

(i0mg/l0) labs 


(100.0) 

(100.(9 

(167.4) 

37 Gemfibrozil 

Gem par 

34..50 

38.50 

N.A, 

(300mg/ia) caps 


(100.0) 

(111.6) 

(N.A.) 

38 Nalidixic Acid 

Gramoneg 

10.61 

11.60 

18.00 

(500mg/4) ubs 


(100.0) 

(109.3) 

(169.7) 

39 Stanozolol 

Siromba 

16.00 

16.00 

29.65 

(2mg/l0) 


(100.0) 

(100.0) 

(185.3) 


Note ■ The figures in parenthesis are index numbers. 
Source: MIMS India (various issues). 


Economic and Political Wrefcly May 22, 1993 



However, ittengthening process pstenu 
will nutinly involve the following upects, 
which are likely to affect the pharma¬ 
ceutical sector. (1) Duration of the patents 
granted; (2) Considering imports as tanta¬ 
mount to working of patents in the 
patents granting country; and (3) Rever¬ 
sal of the burden of proof. 

While the first issue can be allowed to 
be bargained upon, if needed with a quid 
pro quo from developed countries in the 
issue of Multi Fibre Agreement (MFA) 
(which we will discuss in Section IV). the 
second aspect can never be accepted as it 
would adversely affect the Indian drug in¬ 
dustry, making it lose the gains already 
done. Even whet* the produaion is under- 
uken by MNCs, it should be undertaken 
in India. Otherwise, not only will the 
Indian drug industry suffer directly, but 
also the higher linkages of this sector will 
be reaped outside India as we will see in 
the next sub-section. In our zeal to cleanse 
the old system, we should not throw away 
the baby with the bath water. However, 
benefits to the Indian companies should 
be given in the form of tax benefits,” 
special benefits for exports which has 
been used well by Indian companies 
vis-a-vis foreign companies,” benefits for 
R and D investment, etc. As noted earlier, 
R and D investments in India in pharma¬ 
ceuticals is very low by international stan¬ 
dards. The oiact break-up is not available 
to us. On the whole, while decontrol of 
prices has to be done judiciously, the 
Indian pharmaceutical sector including 
the public sector companies should be 
strengthened by other measures suggested 
above. Further the Indian pharmaceutical 
industry should shift more to the produc¬ 
tion of drugs which are off patent. In fact 
in the US the sales of generic drugs has 
increased from 9.2 per cent in 1980 to 19.1 


in 1991^ and definitely India should 
move more towards the production of 
generic drugs. 

Effect on Other Sectors via Linkagef. 
The drugs and pharmaceuticals sector will 
also affect the economy through linkages 
of this sector with other sectois. The siudy 
of Prasad A C P” shows that medical 
health has a high backward linkage effect. 
This sector falls in the IV cla.sMfication 
of Chenery-Watanabe. i e, high backward 
and low forward linkages. The high back¬ 
ward linkages of this sector imply that 
other sectors supplying inputs to the 
medical health sector will be affected 
greatly when the medical health sector is 
affected. But we should remember that 
pharmaceuticals form a small percentage 
of total medical care and also that the ef¬ 
fect of backward linkages hold good here 
as far as the growth of other sectors are 
concerned. However, in the ca.se of price 
effects, the changes in prices of other 
sectors will affect the drugs and pharma¬ 
ceuticals rather than vice versa. The price 
effect of stiengthening the patent system 
of pharmaceuticals in India therefore does 
not affect much the other sectors, while 
the strengthening of patents or any othei 
changes in other sectors can greatly affect 
this sector via the linkages (assuming 
however that the linkages of the medical 
health sector is represenuitive of the 
linkages of the drugs and pharmaceutical 
sector, which forms a part of the medical 
health sector). But if growth of the phar¬ 
maceutical sector is adversely affected due 
to strengthening the patenu regime, then 
it will have an adverse effect on other sec¬ 
tors due to the high backward linkages. 
This however will not happen just by ac¬ 
cepting product patents in pharmaceuti¬ 
cals. However, if the clause that “impor¬ 
ting b tantamount to working the patents 


in the patent granting country” is accepted 
while strengthening the patents regime, 
then the pharma''eutical seaor will be af- ^ 
fected adversely as the high backward | 
linkages of this sector will be reaped out¬ 
side the country. Devoid of this clause, 
strengthening the patents regime will not 
have much impoct uo pharmaceuticals via ' 
linkages. 

If/ect on Evhnology: At present, vne do 
not intend to deal in detail with this 
aspect, but only state that, while 
strengthening of patents regime can harm 
the dissemination of technology, in the 
present situation, when all countries in- ' 
eluding communist China have streng¬ 
thened their patents regime (especially 
they have accepted product patents) and 
our dependency on develop^ countries, 
especially the US for leclmology is in¬ 
creasing, refusal on the part of India to 
strengthen thepatents regime will definite¬ 
ly affect the fbw of latest technology and 
the quality of drugs. This adverse effect 
can be mitigated only if the Indian com- 
panie», inducing the government com¬ 
panies devote a larger amount of lesouroes 
for R and D and identify gcxxi substitutes 
which are off patent. Whik as such the 
investment on R and D in drug industry 
is a poor 2 per cent of its turnover in India 
compared to 12 per cent in the interna- 
tiond drug industry,” to further invest 
on R and D and mitigate the above men¬ 
tioned effects the Indian companies will 
further emphasise their long-standing de¬ 
mand for decontrol of drug prices, which 
if done without much care will adversely 
affect the interests of consumers. 

Effect on Balance of Payments: The 
balance of trade of India in drugs and 
pharmaceuticals is positive as can be seen 
in Ikble 23. The balance of payments of 
figures including non-trade items Uke 


Tstiii: 17. Prices oi iMPORissn Inokn Buik Drui.sovlr the Ye/srs I990-9J 


(m Rupetsl 


Price 


Name of the Drug 

A/c Unit 

Indigenous 

Produciion 

(88-89) 

Imports 

Total 

Brand Name/ 

Dosage 

1996 

1991 

—wsr 

Antibiotics 

1 Gemamidn (DMNA) 

Kg 

883.00 

(0.51) 

2966.00 

3849.00 

Biogaracin 

(40mg/2ml) 

7.90 

7.90 

8.15 

2 Penicillin (ORNP) 

MMTs 

330.47 

(4.63) 

657.42 

981.89 

Pentids/ 

(Peniids/200''6 ubs) 

3.37 

3.37 

3.40 

3 Ampicillin (DKNP) 

MT 

332.56 

(II.*) 

16.09 

348.65 

Baupan 

(250 mg/4 labs) 

6.40 

6.40 

6.92 

4 Streptomycin (ORNP) 

MT 

243.79 

(2.11) 

10.04 

253.83 

Strepiangna 
(10 tabs) 

5.32 

5.32 

7.10 

Sulpha Drugs 

I Sulphamethoxazole (DMP) 

MT 

1445.56 

(13.56) 

9.40 

1454.96 

Otnm 
(10 tabs) 

7.10 

7.10 

7.10 

2 Sulphadiuridine (D)(P) 

MT 

465.72' 

(1.37) 

— 

465.72 

Inseptin 
(10 labs) 

6.79 

6.79 

7.62 

3 Sulphagnamidine (DXNA) 

MT 

219.66 

(0.39) 


219.66 



—9 



LCitnai) 
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TAILE 17 (COHUt 


(in Kupmf 


Price 


Name of the Drug 

A c Unit 

Indigenous 
Production 
(88 89) 

Imports 

Ibul 

Brand Name/ 
Dosage 


iSJT” 

i553“ 

litaniim 

1 Viiaiiiin ( (DMNP) 

Ml 

868 77 
(2 02) 

690 

875 74 





2 Vitamin I), (NP) 

kg 

24900 

(Oil) 


249 06 

“ 

““ 



1 NicotinamKir (NP) 

MI 

115 95 
(0 31) 

1 92 

117 87 

kinctone 
(200 ml) 

13 68 

19 65 
(300 ml) 

1986 
(300 ml) 

4 \iitinin H, (1>KNP) 

MI 

101 63 
(017) 

216 75 

318 38 

— 




Analgenn\ Aniipiretm eft 

1 Analgin (NP) 

MT 

271 80 
(0 88) 


271 80 

Novalgin 
(500 mg 10 tabs) 

446 

446 

480 

2 Aspirin ((>)(P) 

Ml 

1532 70 
(0 68) 


1532 70 

Asabul 
(10 tabs) 

2 74 

2 /4 

594 

^ Pethidine (NP) 

Kg 

515 00 
(009) 

48 00 

563 00 


— 


- 

4 Ibuprofen (UKNP) 

MT 

124 33 
(2 40) 

14 59 

139 14 

Affam 

(400 mg/IO tabs) 

12 00 

643 

643 

5 Methyl Saliiylaic (DHNP) 

M7 

410 51 
(102) 


410 51 



— 

• 

CoriHO Steroids 

1 IXiumethasont (DHNA) 

Kg 

343 00 
(0 58) 

521 20 

864 20 

Idizone 

(0 5 mg/|0 tabs) 

1 51 

151 

1 51 

2 lleiameihasone (OMP) 

Kg 

932 00 
(2 28) 

348 00 

1280 00 

Betai ortnl 
(0 5 mg/IO tabs) 

200 

Z35 

2 35 

) Piedvisolune (DHNP) 

Kg 

1923 00 
(0 59) 


1923 00 

Dellacpitnl 
(5 mg/10 labs) 

3 18 

334 

” 

Ann IB Drugs 

1 INH(NP) 

MI 

140 29 
(0 39) 

" 

140 29 

" 



“ 

2 1 lhanbutol <D)(NA) —MT 

407 99 
(5 42) 

— 

407 99 

C ombutol 
(400 mg/6 tabs) 

6 76 

6 76 

6 76 

Anu Maltinab 

1 C hloroquin (DKNA) 

MI 

13008 

(101) 

26 98 

157 06 

I mgmin 

(155 mg/iOiabs) 

3 79 

4 45 

797 

Anil Dysentery Diugs 

1 Metronidazole (DHP) 

2 lodochlorohydro 

MT 

436 28 
(3 41) 

12 61 

448 89 

Arislogyl 
(200 mg/10 ubs) 
Stadmed 

3 08 

308 

3 75 

xyquinlotine (DHNP) 

MT 

204 8/ 

(0 50) 


204 87 

Putroryrae Plain 
(10 tabs) 

3 78 

4 11 

550 

Ann Diaheiits 

1 lolbutamidr (NP) 

MI 

132 88 
(0 24) 

300 

135 88 

Rastinon 
(500 mg/10 Ubs) 

2 50 

300 

8 77 

2 Insulin (DHP) 

MU 

2486 00 
(0 81) 

153 00 

2999 00 

Insulins 
(40 /lOmI) 

16 85 

16 85 

29 80 

Ann Asihmatiis 

1 Salbuiamot (DHNP) 

Kg 

2736 00 
(149) 

371 06 

3107 06 

Salbeiol 
(2 mg/10 Ubs) 

170 

192 

192 

2 rerbutaline (D)(P) 

Kg 

335 00 
(017) 


335 00 

Bricanyl 

(2 5 mg/12 tabs) 

3 33 

288 

294 

1 Theophvline (D)(P) 

MI 

135 91 
(069) 

132(1. 

26/93 

Hiphylin 
(2 ml) 

094 

094 

094 

Immunological Agents 

1 Tetanus Anti loxin (NPi 

MU 

770000 

(009) 


7700 00 

Tetanus Anti lonin 
(750 ni) 

176 

176 

176 

2 Diphtheria Anti Toxin (NA) 

MU 

219 00 
(004) 

33 00 

252 00 

Diphtheria Antitonin 
(I0(X)0 IV 5ml amp) 

34 88 

U88 

34 88 

(lustro Iniesnnals 

1 Aluminium Hydroxides 
(DHNP) 

MT 

1378 80 
(1 829) 

— 

1378 80 

Mucaine 
(175 ml) 

12 29 

12 29 

20 57 
(200 ml) 

Other Drugs 

1 Hsdralazine (D)(NP) 

Kg 

224 00 
(004) 


224 00 

Corbetazine 
(10 ubs) 

4 29 

429 

4 29 

2 Heparin (NP) 

MU 

7439 00 
(009) 


7439 00 

Beparine 
(1000 iv/3 ml) 

12 27 

12 27 

12 77 


M>fo <1)1’ Paicnicd NP - No( Ptitented, NA Not Available; and D - Drugs under Pnee Control 

(2) r igures in parentheses under indigenous produiiion show percentage share in total value of indigenous prodw non 
Soi/rtr ( akulated by us by using (i) MIMS India {various issues), tii) IDMA Annual Report 1992. (iii) Drugs Under /\iteiti 1989 edition. Published 
bv lOI services USA 
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payments/reoeipts of royskies, technical 
know-how fees, etc, of the phannaoeutical 
sector as such are not avulable: The com- 
panywise balance of trade and balance 
of payments figures are not dependable 
as firstly, we have data only for few 
pharmaceutical companies and secondly, 
because some pharmaceuticai companies 
espeaally the MNCs are more involved in 
production of non-pharmaceutical items 
The strengthening of the patents regime 


on balance of payments will depend on 
the type of strengthening of the regime 
and the way the Indian companies res¬ 
pond to the challenges If it IS merely ac 
cepling product patents, the effect will be 
less but if the clause of considering 
imports as tantamount to working the 
patents in the patent granting country is 
accepted, then the effect on balance of 
payments would be very high While ac 
cepting product patents and furthenng the 


flow of technology and qualiutive drugs 
can help our exports, ac'cepting 'imports 
as tanumount .o working patents in 
India' will nut have any positive effect on 
balance of payments 
The above discussion higMights the fact 
that while India has to follow a judiciuus, 
nn^e dcvuiitroi policy, it need not fear 
strengthening the patents regime in phar¬ 
maceuticals by accepting product patents 
in pharmaceuticals However, there are 
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(in Rupen) 



Pack 

India 

Paxislan 

Times 

USA 

limes 

Ilk 

limes 



(Rs) 

(Rsi 

( ostlier 

(Rs) 

Costlier 

(Rs) 

(ostlier 





in Pakistan 


III USA 


III UK 

And bocierials 









( o tnmaxazolc tabs 

lOs 

484 

10 50 

1 17 

71 18 

13 /I 

38 84 

7 02 

Amoxycillin SOO caps 

6s 

1614 

>1 (X) 

0 30 

39 03 

142 

33 70 

2 13 

C afadroxil sou mg 

6s 

38 20 



177 69 

2 03 



C ephalexin 2S0 mg 


1198 



33 63 

364 

16 30 

0 38 

Ciprofloxacin 2S0 mg 

4s 

4000 



10'89 

163 

8100 

103 

Norfloxacin 

4s 

13 20 

30 00 

098 

9914 

3 57 



Amoxycillin 4- 









Cloxacillin 123 mg 

6s 

II n 



44 78 

2 82 

3211 

3 43 

Iloxycyrline 100 mg 

lOs 

IR70 

20 2« 

0 08 

2101 

012 

123 82 

* 73 

Ann in/tammalorv 









Ibuprnfen 400 tabs 

lOs 

3 43 

8 80 

1 57 

20 20 

4 89 

16 49 

3 81 

flurbiprofen 100 tabs 

lOs 

12 69 

46 67 

268 



23 83 

0 88 

Diclofenac 30 labs 

lOs 

'62 

4S00 

4 91 

103 60 

12 86 

47 49 

3 23 

Piroxicam 10 tabs 

lOs 

2 88 

37 30 

12 02 

149 *0 

30 81 

40 33 

13 00 

Naproxen 230 mg 

lOs 

16 33 



92 90 

4(41 

33 10 

106 

Anti ukeran'% 









C imetidinc 400 labs 

lOs 

17 34 

rsoo 

2 73 

13304 

7 83 

79 74 

160 

Ranitidine SOO tabs 

lOs 

26 16 

210.10 

7 03 

348 70 

12 33 

23* 07 

•>93 

Sucralfate *00 tabs 

lOs 

7 78 

2 00 

1 83 



32 00 

3 It 

famotidine 40 tabs 

IDs 

23 08 



348 73 

12 91 

243 9'' 

8 73 

Me alarint 400 mg 

6s 

2100 

37 99 

0 81 



38 38 

084 

C orr'iovowu/ors 









Nif'dipme 10 tabs 

lOs 

3 88 

38 30 

8 92 

60 33 

14 36 

31 20 

704 

a tcnolol so tab 

lOs 

360 

f3 73 

10 29 

89 38 

1496 

3019 

796 

Acebuialol 200 labs 

lOs 

18 to 

70 00 

010 



39 12 

1 16 

Pentoxyphylhne 400 tabs 

lOs 

29 37 

40 00 

0 33 

3/30 

094 

43 00 

043 

Cyclandelaie 400 mg 

lOs 

8 22 

24 3 3 

1% 

37 72 

396 

33 84 

'79 

Diltiarem 30 mg 

lOs 

1200 

76 71 

123 

3’ 73 

214 

27 27 

086 

Enalapnl Malrate 3 mg 

IDs 

9 30 

74 (VI 

1 33 

86 62 

8 P 

73 '7 

6 98 

Ant! viral/fungal etc 









Acyclovir 3 per cent cream 

3 gm 

98 00 

131 30 

0 36 

271 98 

1 78 

*.29 3' 

1 34 



(S per cenll 







Ketaconazole 2(X) tabs 

lOs 

41 28 

179(81 

3 34 

272 94 

3 61 

121 69 

1 93 

Clobetasol 10 per cent cream 

10 gm 

1016 

161X1 

0 37 



21 83 

1 13 

Minoxidil 60 ml 

60 ml 

123 00 



722 50 

4 78 

340 00 

3 32 

Ann histamine 









Aztcmuole 

lOs 

9 30 



183 64 

18 34 

47 23 

3 97 

Ann AwtiolyiKS 









Alorozolam 

lOs 

3 33 



34 40 

14 32 

18 72 

4 27 

Diazepam 2 mg 

lOs 

718 


- 

40 36 

1 51 

310 

I 34 

Loararepam 1 mg 

lOs 

200 

219 

009 

34 64 

76 32 

434 

1 27 

Nitrazepam S mg 

lOs 

2 74 

18 37 

3 70 



5 83 

1 13 

Thucxlone hcl 30 mg 

lOs 

14 30 



93 93 

3 62 

32 46 

1 24 

AnU<ancer 









Vincristine 1 mg 

Vial 

43 00 

113 40 

t 32 


— 

732 72 

4 62 

Vinblastine 10 mg 

Vial 

92 00 

96 39 

0 03 



277 83 

2 02 

Miscellaneous 









Allopurinol 100 mg 

lOs 

860 



16 32 

090 

24 98 

190 

Halopendol 0 3 mg 

lOs 

190 

— 

- 

21 01 

1006 

2 89 

0 52 

Domperidone 10 mg 

lOs 

9 30 

19 3’ 

106 

- 


22 03 

1 32 

Gemfibrozil 300 mg 

lOOs 

343 00 



523 98 

0 32 

648 00 

088 

Nalidixic Acid SOO mg 

4s 

1040 

— 

— 

40 30 

2 89 

2197 

111 

Stanozolol 2 mg 

lOs 

14 48 

— 


32 82 

2 63 

42 91 

196 


Soune B M Keayla (1989) 
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I cemioversiai kswm Uke iconsiderfiig 
fanportt as tantamount to working the 
> patents in the patent granting country” 
i and “reversal of the burden of proor’. 
One possible danger is that the drugs not 
to be patented in the WHO list may slowly 
be forced to be patented. However as of 
present, this danger does not exist and the 

Table I8B: Diiuo Prices; An Inter-Country 
COMPARISON. 1986 
(Price to the consumer in Rs) 


Name of the Drug 


India UK 


Chloramphenicol (antibiotic) 6.87 
Metronidazole (anti-diarrhoeal) 2.76 
Ferrous Sulphate (anti-aneaniic)8.46 
Ibuproien (anWgcsic) 6.13 

Propranolol Hd (Anti- 
hypertensive) 48.78 

Salbutamol (anti-asthmatic) l.ll 
Nifedipine (cardiac drug) 6.00 
Ctmetidine (ami-ulcer) 7.96 


21.30 

25.54 

12.03 

7.67 

70.95 

4.57 

29.59 

35.59 


Note : Even if allowance is made for the 
15-20 per cent increase m consumer 
prices as a result of DPCO 1987, 
Indian prices still compare very 
favourably with prices in other 
developing countries where also prices 
have gone up since 1986. 

Sourer. OPPI - IDMA. 

Table 19: Percentage or iNOititNoiis 
Production of Drugs Covered under 
Patents Abroad by Various Therapeutk 
Groups as Per IDMA and 
Government or India 


Drug Groups 

IDMA 

(Percen¬ 

tage) 

Govern¬ 
ment of 
India 
(Percen¬ 
tage) 

1 Antibiotics 

40.23 

16.00 

2 Antibacterials 

98.80 


3 Cardiovascular 

Drugs 

40.18 

5100 

4 Non-Steriod Anti¬ 
inflammatory 

Drugs (NSAIDS) 

22.16 

20.00 

5 Ihinquillisers 

74.42 

17.00 

6 Anti-Asthmatics 

47.53 

11.00 

7 Systemic 

Antifungals 

25.66 

NA 

8 Anti-leprotics 

69.96 

NA 

9 Anti-Conoulsanis 

65.93 

NA 

10 Antipeptic Ulcer 
Drugs 

65.92 

NA 

II Orel Anti-Diabetics 

55.30 

NA 

12 Anti-Histamines 

21.42 

NA 

13 Cyfostatics and Ami- 
hm Remies 

32.41 

NA 

14 Contraceptive 
Hormones 

88.79 

NA 


Sources: (I) Fbr IDMA: IDMA, ‘Intellectual 
Property Rights and Patent Pro¬ 
tection’s 1992. 

(2) For Govt, of India: Answer to 
Question No 235 in the Rajya 
Sabha by the Minister of State in 
the Ministry of Chemicals and 
Fertilisers. Government of India, 
dated Match 12. 1992. 


already competitive Indian drug industry 
can cope up in the case of any eventuali¬ 
ty. Thus the basic issue here is not whether 
India should strengthen its patents regime 
in the pharmaceutical sector, but how it 
should strengthen it. 1b this issue, we will 
turn our attention in the next section. 

IV 

Modus Openndl of Strengthening 
India's Patent Regfime 

Our analysis in the previous section has 
shown that India ne^ not fear streng¬ 
thening its patent regime in the pharma¬ 
ceutical sector by introducing product 
patents and in Section II we have seen that 
India’s increased dependency on the 
developed world in general and on the US 
in particular and the fall of the Soviet 
Union has made it increasingly necessary 
for India to toe to the gerteral line follow¬ 
ed by the developed and other developing 
countries. In this situation and in the light 
of our study, we will see what changes 
India can make without foresaking its 
interests. 

At the outset, we would like to make 
three things clear. 

(1) We are not of the opinion that 
India’s Patent Act 1970 was not useful. In 
fact, we are of the opinion, that it was 
useful and helped the Indian pharma¬ 
ceutical sector to be competitive. But 
changing this Patents Act, now in a way 
that will strengthen the patents regime, 
need not necessarily be harmful for the 
Indian pharmaceutical sector. 

(2) The fact that we advocate streng¬ 
thening of the patents regime in the phar¬ 
maceutical sector, does not automatically 
imply that the same holds good for other 
sectors of the economy and for other 
countries at present, even in the phar¬ 
maceutical sector. This needs sector- 
specific and country-specific studies. 

(3) The fact that we are of the opinion 
that the patents regime in the phar¬ 
maceutical sector of India should be 
strengthened, does not automatically im¬ 
ply that we should accept all the condi¬ 
tions put forth by the advanced countries 
or by Ounkel in his Draft Ibxt. 

Hie second aspect is beyond the scope 
of this paper and the third aspect is the 
subject-matter of this section. 

Issues Invoivep in GATT NEOcrriATioNS 
ON TRIPS 

There are many important issues involv¬ 
ed in the discussion between developed 
and developing countries on strengthening 
the patents regime.’* Here, we will con¬ 
sider only those issues related to pharma¬ 
ceutical sector in the Indian case: They can 
be grouped under the following heads: 


(1) Issues reiatiRg to ptMicy matters. 

(2) l»ues relating to implementation and 
administration. 

The main issues related to policy mat¬ 
ters in the negotiations on strengthening 
the patents regime in the Pharmaceutical 
sector, especially for India are: (1) Gran¬ 
ting product patents, (2) Duration of the 
patents, (3) Considering imports as tanta¬ 
mount to working patents and continuing 
non-exclusive compulsory-licensing, 

(4) Reversal of the burden of proof and 

(5) Pipeline protection. 

The main opposition against granting 
product patents in the pharmaoeutical sec¬ 
tor by countries like India, was the fear 
that it would increase the prices of phar¬ 
maceuticals and that domestic production 
would suffer. We have seen that there is 
no need to fear the introduction of 
product-patents on these counts. What we 
should guard against is that uhder any 
circumstances the non-patentable drugs 
(especially the ones in the WHO list) are 
not included under the list of patented 
drugs. One should also be aware of the 
fact that developing countries including 
India’s close and potential competitors in 
Asia like China have accepted product 
patents. While there is no need to fear 
granting product patents in pharmaceuti¬ 
cals, India need not hesitate, but take the 
initiative and accept granting product 
patents in pharmaceuticals in order to 
bargain against such patents in other 
sectors, where such a thing should not be 
done and/or for bargaining, on other 
issues in the pharmaceutical sector. 

The duration for which patents are 
granted in India’s pharmaceutical sector 
is seven years from the date of applica¬ 
tion or five years from the date of grant, 
whichever is shorter while it is I4years in 
most of the other sectors. The criticism 
against the short duration of patents in 
India in general and pharmaceuticals in 
particular is that the time is too short for 
the patentee to gain the fruits of his in¬ 
ventions, as R and D is very costly in this 
sector and it presently takes a minimum 
of five years for a patent to be granted so 
that the effective term gets reduced to only 
about two years. For introducing a new 
drug it takes about that long to conduct 
clinical trials by which time it is all 
over.*° The arguments against a longer 
patent term in general*' are that if a 
longer patent term is given the patentee 
may not have any incmitive to start pro¬ 
duction as soon as possible., the lead time 
between an invention and its commerciali¬ 
sation is getting shorter... and due to 
technological or economic obsolescence 
most of the patents do not last their full 
term. The shorter duration of patents 
especially in the pharmaceutical sector is 
justified on the grounds that it affects 
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Let us now put the facts squarely. The 
duration between the date of application 
and giant of patent is rather high in India. 
1hble 24 shows that for the patent applica¬ 
tions to become fructuous in the case ol 
all countries together and also individual¬ 
ly, it took two-three years iii the period 
1970-79, with three years being the modal 
year while it became three-four years in 
I980-88 with 4 years turning out as the 
mode Thouih we do not have the fre¬ 
quency ratios particularly for pharma¬ 
ceutical sector, there is no reason to believe 
that the patents were granted quickly in 
this sector. Therefore there is truth in the 
argument that the effective years for 
patents is very less (usually three years if 
we follow the results in our table). With 
only three years left, it would be difficult 
to popularise the product and recover the 
cost on R and D, leave alone gaining pro¬ 
fits forcing the pharmaceutical companies 


to smn to proauction or cosmetics and 
related items. While the optimum dura¬ 
tion for a patent is debatable and depends 
on the trade-off between the costs of 
monopoly and provision of incentives, 
there u defuiitely a need for increasing the 
effective term. This can of course be done 
by suitable administrative measures 
without touching policy measures If a pa¬ 
tent is granted within one year of applica¬ 
tion, even though one doubts whethCT pa¬ 
tent office in India can be activated to 
such an extent, then also the effective 
period would only be five years, as under 
the Patent Act I970, patents in pharma¬ 
ceuticals can be grantkl seven years from 
application or five years hom granting the 
patents, whichever is shorter. While we 
feel that there is no harm in India gran¬ 
ting a higher duration, it can fix the exact 
number of yean for the pharmaceutical 
sector (say around 8-14 effective year^ fat 
bargain, thoi^ not 20 years as given in 
Dunkel Draft Ibxt (DCni.^ In fact, it 


MH Been rqponeo mat me iuma wmcn 
has been opposing the strengthening of 
patents reginw nas been reported to have 
accepted that the life of a patent for a 
pharmaceutical product can be extended 
from tlK existing seven yean to a tmiform 
14 years as in the case of other products 
and industries.*’ 

In the Dunkel Draft Ibxt nowhere has 
it been moitioned that imporu are tanta¬ 
mount to working patenU in the patoit 
granting country and also people like 
Chidambaram** say that the text does 
not warrant sudi an interpieiation (i un- 
ports art tantnnounl to working pateitti). 
Hiough the text says that imports cannot 
be allowed by otherrwithout the consent 
of the patentee^ this necessarily does not 
mean that the patentee can himsdf import 
it. Yet the draft is slightly tricky in this 
issue and as stated by Chidambaram,*’ 
the US and less so European countrira 
and Canada, dearly regard the text u 
meaning that importation is equal to local 


TABLb 20: Patents and Market Shares or Indian and Foreign Affiliated Pharmaceuticai Companies 


SI No Name of the Company PUC 

(Rs Crore) 

FE 

(Per Cent) 

Nature 
of Ihe 
Company 

Size of the 
Company 

Ibtal No 
of Patents 
(1972-89) 

Parent 
Companies 
Patents undei 
Indian Name 

Market Share (As on 
War Ended ’89) 

r Drug 
: Formu¬ 
lations 

Bulk Drugs 

1 

Glaxo India Ltd 

20.00 

40 

Foreign 

Big 

3 


6.0 


2 

German Remedies 

6,53 

36.95 

Foreign 

Big 

Nil 


2.0 


3 

Bayer India 

16.22 

SI 

Foreign 

Big 

4 

44 

0.5 


4 

Boots Co (India) Ltd 

8.10 

40 

Foreign 

Big 

23 

8 

1.6 

3.49 

5 

E Merck (India) 

5.94 

40 

Foreigh 

Big 

6 

1 

1.2 

* 

6 

Hoechst (India) 

9.57 

40 

Foreign 

Big 

228 

168 

4.5 


7 

Pfizer Ltd 

11.72 

40 

Foreign 

Big 

4 

103 

2.5 

0.67 

8 

Rallis India 

9.50 

29.25 

Foreign 

Big 

2 


1.7 


9 

Sandoz Ltd 

5.30 

51 

Foreign 

Big 

3 


1.5 


10 

Searle (India) 

5.21 

39.16 

Foreign 

Big 

17 


1,4 


1! 

Cynamid (India) 

4.55 

40 

Foreign 

Big 

7 

16 

0.9 


12 

Hindustan Ciba-Geigy 

17.70 

40 

Foreign 

Big 

66 

30 

2.1 


13 

Eskayef 

5.00 

40 

Foreign 

Big 

1 


1.8 


14 

Burroughs Wellcome 

3.00 

40 

Foreign 

Big 


3 

1.9 


IS 

Parke Davis 

12.05 

40 

Foreign 

Big 

2 


2.1 


16 

Reckiit & Colomn 










(India) Lid 

8.39 

39 

Foreign 

Big 

35 

2 

0.5 


17 

Warner Hindusian* 

2.98 

40 

Foreign 

Big 


57 

0.8 


18 

Hindustan Antibiotics 

38.42 

Nil 

Public SerJior 

Big 

27 


NA 

36.68 

19 

Indian Drugs & Pharma 

110.99 

Nil 

Public Sector 

Big 

14 


2.9 


20 

Ranbaxy Laboratories 

9.14 

Nil 

Indian 

Big 

8 


2.1 


21 

Unichem Laboratories 

1.35 

26.38 

Indian 

Big 

10 


1.2 


22 

Alembic Chemicals 

4.11 

Nil 

Indian 

Big 

Nil 


3.0 

0.99 

23 

Cipla 

1.57 

Nil 

Indian 

Big 

Nil 


2.1 


24 

JB Chemicals 

3.51 

Nil 

Indian 

Big 

Nil 


1.4 


2S 

Lyka Labs 

2.99 

16.06 

Indian 

Big 

Nil 


1.4 


26 

Ambalal Sarabhai 

22.19 

Nil 

Indian 

Big 

Nil 


4.0 

7.1 

27 

Jayant Viutmins 

4.37 

Nil 

Indian 

Big 

Nil 


0.9 


28 

East India Pharma 

98.9 lakh 



Medium 

2 


0.8 


29 

Jalaram Chemicals 

8.0 lakh 



Medium 

2 


NA 


30 

Ortho Pharma Pvt Ltd 

7.S lakh 



Medium 

1 


NA 


31 

Armour Pharma 

3.0 lakh 



Small 

1 


NA 


32 

Kontiki Chemicals 

3.0 lakh 



Small 

17 


NA 


33 

National Pharma- 










ceuticats Pvt Ltd 

1.4 lakh 



Small 

1 


NA 


34 

Rachho Pharma 

LSiakh 



Smalt 

5 


NA 


35 

Railiwoir Ltd 

1.82 


Subsidiary 

Big 

6 


NA 



Nou : * Merged with Nicholas Laboratories India. 
Sowtr. CakuiRicd by us from the ISID da t abase 
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Iiuuiuftoure. Developing countries have 
strongly argued against the non-working 
of patents stating that if a patent is only 
used for import purpose, non-nationals 
can exercise monopoly power over the 
protected market. Moreover there are no 
benefits for the importing developing 
country in the sense of extra production 
facilities.'** Industrialised countries have 
argued that “k may be very uneconomical 
for a company to exploit its patent in all 
countries where the patent is recognised. 
Supplying foreign markets from a central 
pr^uction plant could be far more cost 
effective. Industrialised countries perceive 
prevention of the unauthorised copying of 
a protected product or process in the im¬ 
porting country one of the core functions 
of the patent. They therefore challenge the 
above-mentioned definition ofynirking of 
a patent by stating that working also in¬ 
cludes importing the product”.*’ Our 
study has shown that even if product 
patents are granted and even if MNCs 
manufacture the commodity using the 
patented technology, the production 
should take place in India and not out¬ 
side India. If imports are considered 
tantamount to working patents in the 
country then firstly, the very purpose of 
patenting for transfer of technology will 
be lost, secondly, the import bill will be 
higher leading to adverse balance of pay¬ 
ments; and, thirdly, the high backwanl 
linkages of the pharmaceutical sector will 
be reaped outside the country. Thus, on 
no account can India accept this clause 
at the present stage of its development. We 
cannot accept the argument of Chidam¬ 
baram that one way of addressing this 
concern is to provide for compulsory 
licensing for non-commercial public use 
without consulting the patent holder.** 
This is because “compulsory licences are 
not exclusive and the licensee is not put 
in a monopoly position and therefore 
lacks a reliable basis for investment and 
also compulsory licenses do not include 
know-how”.** 

One point to be noted here is that the 
developing countries advocate exclusive 
compulsory licensing, wherein the patentee 
loses the tight to import and to market 
the product in the country, as he did not 
work the patents within a period of three 
years from the date of the sealing of the 
patent and was not able to give genuine 
reasons foi it. Here, of course, flexibility 
is called for and we should not exclude the 
patentee from working the patent even 
when a compulsory licence is issued. 
While the patentee would not have been 
debarred Irom working the patent if he 
were to work it before the stipulated date, 
there is no need to be hard on him and 
prohibit him from working (he patent 
alter the date and he should bC allowed 


puisory licences have been issued. What 
however has to be guarded against is the 
imports by the patentee. Here the same 
policy of not considering inqxHls as work¬ 
ing of patents should hold good and thus 
non-exclusive compulsory licence devoid 
of imports can be advocated in such cases. 

Another issue hotly contended between 
developed and developing countries is the 
question of ‘reversal of the burden of 
proof. The advanced countries contend 
that if the competitor did really use an 
alternative process, he is normally the only 
one able to give evidence for that and 
therefore the burden of proof should be 
on the alleged infringer. This means that 
(he latter must show that he has used an 
unprotected process to manufacture tne 
challenged new product. The developing 
countries however contend that reversal oi 
the burden of proof is at odds with basic 
legal principles in many countries where 
it is up to the plaintiff to provide proof 
and evidence; it relieves the (usually 
foreign) pateraee from producing proof of 
infringement of his process patent and 
gives him a lot of coercive power and third 
parties will become less willing to invent 
or invest in alternate processes in develop¬ 
ing countries because they might be sued 
for infringement.’* According to 
Chidambaram’' “the problem of reversal 
of burden of proof has been addre.ssed in 
India by pointing out to Section 106 of 
the Indian Evidence Act, which already 
provides that when a fact is within the 
spei'ial knowledge of a person the burden 
i.s upon that person to prove that fact", 
in this context one has to be quite careful 
as the Dunkd Draft Text is a little mis¬ 
chievous when it says in Article 47: Right 
of Information that 'Parties, may provide 
that the judicial authorities shall have the 
authority, unless this would be cut of pro¬ 
portion to the seriousness of the infringe¬ 
ment, to order the infringer to inform the 
right holder of the identity of third per- 


bution of the infringing goods services 
and of their channels of distribution.’^ 
Under this clause not only the burden of 
proof lies on the alleged infringer, but also 
he has to inform the identity of other 
possible infringers and the burden of pro¬ 
of lies on these third parties as well! This 
can result in a lot of mud-slinging and 
some parties can become scapegoats 
sometimes at the instance of the patent 
holder, who may be a multinational with 
his own vested interests. In this context 
one can broadly agree with the views of 
Pravin Anand” who says that ‘!as 
regards the burden of proof, it is the ex¬ 
isting law of India that the plaintiff, in an 
infringement action, would discha.'’gc his 
preliminary burden by staling certain 
basic facts and the onus of establishing 
recipe details would be on the defendant 
who alone has special knowledge of 
them”. We fed that the plaintiff should; 
produce basic evidence for the infringe-! 
men! ar.d a high penalty should be charg¬ 
ed on him in case his allegation proves to 
be false. The alleged infringer should also 
be asked to supply details before the case 
is decided. However this should be ap¬ 
plicable only for companies or producers 
who market the product with the inten¬ 
tion of earning profits and not on any 
single individual (or research organisa¬ 
tion) who may infringe with non-profit 
motives like basic research. Otherwise an 
extension of this principle to copyrights 
in software will lead to undue difficulties 
for individual u.sers of software.purely for 
research purposes. Again our view holds 
good only for pharmaceutical sector and 
need not necessarily hold good for other 
sectors like agriculture and softwaie where 
the situation is quite different and doubts 
still exist as to whether the plaintiff 
himself is an alleged infringer of the 
technology which he might have modified. 
1 hi$ IS because as said by Narasimhan ‘the 
so-called ‘inventions’ always ride piggy- 


TaBLS 21: SHAIlfc OF PHARMAlFtlTICAL PRODUCTS IN ToTAL SaLES OF SELECTED MNCS 
AND Indian Pharmaceutical Companies 


Name of ihe Company 

Nature of 
the Company 

Cross Sales 
(Rs Cfore) 

Gross Sales of 
Pharma¬ 
ceuticals 
(Rt Ciore) 

Share of 
Pharma¬ 
ceuticals 
in Ttital Sales 
(Per Cent) 

Alembic Chenucal Works 

Indian 

123.33 

106.34 

86.22 

Rallis India Ltd 

Foreign 

336.94 

60.00 

16.81 

Cyanamid India Ltd 

Foreign 

66.36 

31.24 

47.08 

Unichem Laboratories 

Indian 

St 21 

42.91 

83.79 

Cipla 

Indian 

91.34 

73.50 

80.47 

Ranbaxy Laboratories 

Indian 

90.85 

75.14 

82.71 

iayant Vitamins 

Indian 

30.64 

30.M 

100.00 

Glaxo India Ltd 

Foreign 

2089.14 

160.89 

7.70 

pfuer Ltd 

Foreign 

692.80 

77.21 

11.14 

Eskayef 

Foreign 

432.27 

38.10 

13.44 


Source: For gross Mies: ISID database. 

Kh gross sales of pharmaceutical products: CMIE, Market and Market Share, 1989,1991. 
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programming techniques are pubtished, 
but are transmitted by word of mouth, or 
presentations at conferences, making it 
difficult to identify the true inventor.^ 
The Dunkei Ibxt says’’ that no party is 
obliged to apply the provisions of the 
agreement before the expiry of a general 
period of one year following the date of 
entry .into force of this agreement. They 
are also entitled to delay for a further 
period of four years from the date of ap¬ 
plication. Thus all countries get a transi¬ 
tion period of five years. Further the text 
also says that the developing countries ex¬ 
tending product patent protection to areas 
of technology not hitherto protected can 
get a further five-year period transition. 
Thus total transition period for them ex¬ 
tends to 10 years. Least developed coun¬ 
tries can get a transition, period of 11 


years, nowever, in me course oi me UAi i 
negotiations, the US is insisting on 'ex¬ 
clusive marketing rights' for pharmaceuti¬ 
cal and agro-chemical products. This is 
called ‘pipeline protection*. Thus as 
observed by Jeroen van Wijk and Gerd 
Junne.** “In spite of transition period, 
patent applications may be filed for phar¬ 
maceutical and agro-chemical products as 
from the date of entry into force of the 
agreement. These applications remain in 
a ‘black box’ until the expiry of the tran¬ 
sitional period. In respect ot the products 
covered by ihe.se applications, there will 
be a five year period of marketing ex¬ 
clusivity after marketing approval, while 
awaiting the delayed grant of the patent. 
The exclirsive marketing rights reduce the 
transition period for the protection of the 
phai maceutical and agro-chemical pro¬ 
ducts to zero”! Chidambaram” has 


argueu lor a tu-ynr cican iransuiom 
period for countries like India without in>1 
trusion by what is called pipeline protec-' 
tion before they come undei the new pa* 
tent regime. He also quotes the example 
of the issue of Multi-Fibre Agreement 
(MFA) where "the advanced countries 
want a lO-yeai transition and during that 
period of iO years the argument is back 
loaded, the integration percentage are in¬ 
adequate and the coverage is sought to be 
extended to products which arc not under 
coverage today”. China which has made 
extensive reforms in its Patents regime, 
however considers (hat pipeline protection 
‘'doc.s not conform with the principles of 
lerritoiiabiy and independence in respect 
of the Paris convention. It will put the 
technically backward developing countries 
in disadvantageous circumstances”.’* 
While we hare no reason to argue against 


TABLt 22: pRui.nABii.iTv Ratios of SfcLe(TE:i> Indian and Foreign Affiliated Companies in PHARMA<'Fim<'Ai.s 


S No Year Name of the Unit 

Nature 

Profits 

to 

Net worth 

Piofits 
to Gross 
Sale 

Profits 
to Net 
Sale 

POT POT 

Per Cent Per Cent 
Networth Gross 
Sale 

POT 

Per Cent 
Net 
Sale 

Tbtal 
Import 
(cif) Pet 
Cent Sale 

R Mate¬ 
rials 

Per Cent 
Sale 

Dividend 
Per Cent 
Sale 

3 8S86 

Alembic Chemical Works Co 

Indian 

- 9.54 

2.58 

- 2 73 

-9.35 

-2.53 

-2.68 

5.70 

5..36 

0.000 

8687 


Big 

11.67 

3.27 

3.46 

11.67 

3.27 

3.46 

3.00 

2.n 

0.000 

8788 



3.32 

0,81 

0.85 

4.09 

1.00 

1.05 

4.12 

3.98 

0.000 

2 8S86 

Rallis India Ltd 

foreign 

15.71 

1.78 

1.82 

29.88 

3.38 

3.45 

4.86 

3.19 

0.076 

8687 


Big 

18.76 

2.09 

2.14 

31.38 

3.51 

3.59 

4.21 

3 34 

0.150 

8788 



15.53 

2.11 

2.16 

21.17 

2.87 

2.94 

4.S6 

3.53 

0.141 

3 8S86 

Cyanamid India Lid 

Foreign 

14.39 

4.60 

4.62 

23.25 

7.44 

7.46 

5.39 

4.51 

1.265 

8687 


Big 

7.69 

2.37 

2.38 

12.41 

3.83 

3.84 

3.37 

2.83 

1.169 

8788 



10.06 

3.55 

3.58 

12.03 

4.24 

4.28 

4.12 

3.65 

0.428 

4 8586 

Unichem Laboratories Ltd 

Indian 

8.57 

2.39 

2.74 

12.48 

3.48 

3.99 

.».43 

3.09 

0.000 

8687 


Big 

6.74 

1.81 

2.00 

9.38 

2.52 

2.78 

3.86 

2.61 

0.000 

8788 



5.28 

1.33 

1.46 

7.38 

1.86 

2.03 

3.77 

3.37 

0.000 

5 8586 

Ranbaxy Laboratories 1 td 

Indian 

24.78 

4.89 

5.12 

29.22 

5.77 

6.03 

23.65 

2.30 

0.000 

8687 


Big 

14.69 

2.56 

2.63 

16.58 

2.89 

2.97 

25.74 

23.85 

0.000 

8788 



15.12 

2.63 

2.71 

18.01 

3.13 

3.22 

21.00 

20.36 

0.003 

6 8586 

Jayam Vitamins Ltd 

Indian 

64.39 

14.73 

14-73 

64.39 

14.73 

14.73 

0.83 

0.35 

0.000 

8687 


Big 

43.63 

9.15 

9.15 

51.00 

10.70 

10.70 

S.60 

3.62 

0.000 

8788 



12.54 

3 44 

3.49 

14.05 

3.85 

3.92 

1,79 

0.44 

0.000 

7 8586 

Cipla 

Indian 

4.66 

i.39 

1.54 

8.20 

2.44 

2.71 

5.90 

5.68 

0.000 

8687 


Big 

11.63 

3.61 

3.86 

16.07 

4.99 

5.33 

6.05 

5.67 

0.000 

8788 



8.63 

2.59 

2.76 

10.81 

3.24 

3.46 

6.11 

S.89 

0.000 

8 8586 

3B Chemicals 

Indian 

14.18 

2.80 

2.83 

16.49 

3.26 

3.29 

6.26 

6.26 

0.000 

8687 


Big 

14.56 

3.05 

3.13 

16.48 

3.45 

3.54 

5.26 

5.26 

0.000 

8788 



18.75 

3.66 

3.80 

22.53 

4.40 

4.57 

S.50 

5.19 

0.000 

9 8586 

Glaxo Laboratories (I) Ltd 

Foreign 

14.73 

4.22 

4.95 

26.54 

7.60 

8.93 

2.52 

1.12 

0.981 

8687 


Big 

13.58 

3.66 

4.34 

»).S6 

5.54 

6.57 

1.47 

l.ll 

0.627 

8788 



14.70 

3.54 

4.14 

21.98 

5.29 

6.19 

1.32 

0.99 

0.517 

10 8586 

Hocchsi India Ltd 

Foreign 

18.51 

4.17 

4.44 

20.65 

4.65 

4.95 

6.88 

6.19 

0.407 

8687 


Big 

5.84 

2.38 

2.53 

6.18 

2.52 

2.67 

12.22 

10.93 

0.393 

8788 



2.25 

0.80 

0.85 

2.25 

0.80 

0.85 

9.63 

7.89 

0.351 

It 8586 

Parke Davis & Co 

Foreign 

19.15 

3.49 

4.27 

47.21 

8.60 

10.53 

2.72 

2.72 

0.644 

8687 


Big 

18.27 

3.41 

4.26 

35.42 

6.61 

8.27 

2.31 

2.23 

0.6S6 

8788 



4.89 

0.95 

1.19 

13.43 

2.60 

3.28 

2.S8 

216 

9.653 

12 8586 

Pfizer Ud 

Foreign 

9.63 

4.42 

3.04 

15.99 

7.35 

8 36 

3.22 

2.96 

1.717 

8687 


Big 

2.50 

1.08 

1.23 

4.30 

1.85 

2.11 

2.94 

2.73 

1.625 

8788 



1.45 

0.57 

0.63 

5.17 

2.04 

2.26 

283 

2.70 

0.761 

13 8586 

German Remedies A IVading 

Foreign 

10.25 

1.86 

2.11 

23.24 

4.23 

4.78 

9.31 

928 

0.347 

8687 


Big 

-4.22 

0.90 

-1.01 

- 4.22 

-0.90 

-1.01 

14.03 

13.91 

0.360 

8788 



12.47 

2.62 

2.96 

14 76 

3.10 

3.50 

9.49 

9.40 

0.000 

14 8586 

Burroughs Wellcome 

Foreign 

10.81 

3.72 

4.21 

22.27 

7.67 

8.68 

7,10 

6.95 

0.609 

8687 


Big 

-6;35 

-2.00 

-2.18 

-6.55 

-2.00 

-2.18 

10.06 

9 79 

0479 

8788 



6.00 

1.69 

1.78 

6 88 

1.94 

2.04 

9.47 

9.08 

0.000 

15 8586 

Eskayef Ud 

Foreign 

23.84 

7.18 

11.47 

68.63 

20.66 

33.03 

2.50 

2.32 

0.000 

8687 


Big 

29.70 

9.47 

15.03 

51.48 

16.41 

26.05 

2.31 

2.26 

0.535 

8788 



26.59 

9.36 

15-07 

43.87 

15.4$ 

24.86 

3.13 

3.02 

0.000 


Source: Calculated by us from the data available at iSID. 
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E vkw and while we are aware that the 
aion of ‘t>ipeline protection* has not 
I been mentioned in the original text 
jibr Dunkel, there is also the fact that we 
•liave nothing to fear in accepting pipeline 
lirotection in pharmaceuticals as we have 
^•aen that the ^ect of introducing product 
^patents in the case of pharmaceuticals in 
1 * India is not much and a five-year pipeline 
^protection will not make much of a dif- 
Ifeicnce in this regard especially when the 
'{.patents of most of the American drugs are 
jexpected to expire in 1990-95, and the 
I Indian companies have already identified 
) their ‘target drugs’ and are on the process 
) of drawing up plans for an assault on the 
j US market when the patent concerned ex- 
ipires.” However we need not hurry in 
' this issue and can use it as a bait in our 
! negotiations to get the pipeline protection 
granted to developed countries under 
MFA removed or lessened. 

Table 23: Total Value of iMrnins 
AND Exmirrs of Dauos and 
Phabmaceuticals from 
1973-74 TO 1988-89 and 1989-90 

fKr/ue in Rs cmntj 


War 

Ibul 

Imports 

Ibtal 

Exports 

lladc 

Balance 

1973-74 

34.16 

37.33 

3.17 

1974-73 

46.90 

43.14 

-3.85 

1975-76 

46.02 

«47 

-3.73 

1976-77 

34.17 

34.13 

-0.04 

1977-78 

82.42 

60.77 

-21.63 

1978-79 

95.33 

69.02 

-26.31 

1979-80 

120.03 

71.16 

-48.87 

198041 

11241 

76.18 

-36.63 

1981-82 

136.77 

93.41 

-41.36 

1982-83 

148.48 

111.06 

-37.42 

1983-84 

163.34 

161.82 

-1.52 

198443 

215.62 

217.49 

1.87 

1983-86 

267.40 

194.37 

-73.03 

198647 

287.59 

222.95 

-64.64 

198748 

349.44 

289.69 

-39.75 

198849 

446.91 

467.60 

20.69 

1989-90 

632.12 

836.90 

204.78 


mere is the aiiegatton against India 
that not only do its patent laws violate 
IPRsi'but also that th^ laws are not pro¬ 
perly implemented and consequently 
countries like the US are incurring heavy 
losses. Since the then USTR Carla Hills 
herself had said that granting product 
patents will affect only S per cent of 
Indian drugs, the losses to the US are 
presuihably not due to this factor. Then 
the implementation of the process patents 
which we have granted seems to be the 
most important reason leading to the 
alleged losses. But here also there is no 
clear-cut picture, as people like Bhai 
Mohan Singh*" have said that American 
companies estimate losses from the very 
basic stage and not the spin off stage Fur¬ 
ther, as also pointed out by Bhai Mohan 
Singh*' “whm the advanced countries 
like the US, Japan and EC countries were 
in the stage of development India is in 
today; their laws and implcmenution were 
not any better, possibly worse". However, 
there are certain aspects related to imple¬ 
mentation and administration that needs 
to be attended to: 

(1) The time between applying for a 
patents and granting the patent should be 
reduced. This is good from India’s point 
of view as wel, as, having decided to grant 
patents, it is better to do it quickly, in 
order to get the benefit of the new tech¬ 
nology quickly. 'So the administrative 
machinery has to be geared up to meet the 
needs and a complete face lift has to be 
given to the ftitents Office and its work¬ 
ing. In fact, the highest office sanctioning 
transfer of tedinology to India seems even 
to lack in giving a semblance of the latest 
technology and expertise which it is help¬ 
ing to transfer to India. 

( 2 ) In the case of wide scale infringe¬ 
ment of the patents granted, while the 
government should take action and even 
co-operate with the patent holder in bring¬ 
ing the infringer to book, wherever possi¬ 
ble; the government should also negotiate 


wtin ine paienr Rouer w cnaife aoHie 
’paidon-wnount’ and allow the infrhifert 
to UK the patented process m product of 
popular dru 9 and medicines which have 
been copied cn a wide scale. 

(3) Confusing clauses in the taw which 
make administration and implementation 
of patents difficult have to be removed or 
modified e g as mentioned by Pravin 
Anand,“ ‘‘There are horrendous provi¬ 
sions such as Section 43, by which an op¬ 
posed patent cannot be sealed in app<^ 
even if the appellate court refuses to stay 
sealing. Thus in a case relating to Orissa 
cement, even through the Delhi High 
Court refused to stay sealing, the con^ 
troller considered himself bound not to 
seal and despite a provision in the act that 
the appeal should be heard within one 
year, 12 out of the 14 years have already 
gone by and the appeal is still pending’’. 
Similar cases may be found even in the 
pharmaceutical sector. Thus a serious at¬ 
tempt should be made to streamline the 
procedure of the Patents Act and the 
working of the patent office to make the 
patent right a meaningful one 

(4) While the list giving what are not 
inventions can be pruned as opined by 
Daruwalla*^ ceruin conditions are not 
needed e g, licensing of related patents** 
which says that ‘^t any time after the seal¬ 
ing of a patent any person who has the 
right to work any other patented invention 
either as a patentor or as a licensee thereof 
may apply to the controller for the grant 
of a licence of the first mentioned patent 
on the ground that he is prevented or 
hindcied without such licence from work¬ 
ing the other invention efficiently or to the 
best advantage possible". These issues 
should be settled before sealing the patent. 
Moreover the aggrieved parties can lodge 
the complaint before the patent is sealed 
within a given stipulated time 

Thus the Patents Act has to be carefully 
modified to make its implementation and 
administration smoother and efficient. 


Source: IDMA, AnMat Rtpon. 1992. ... .. . ..... 

Table 24: Freouency Table of the Years Taken for Patent Applications to Become Fructuous 


UK USA W CermRiiy France Japtn IndiH Other DCs Other LDCs Rumir 

1926- 1980- 1979- 1980- 1970- 1980- 1970- 1980- 197(F 1996- 1970- 1980- 1970- 1980- I920- |98(F l920- 1980- 



Source: Calculated by us from the ISID data base. 
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Other I^ues 

Some other issues can be listed below; 

(1) Whether negotiations should take 
place under the auspices of GATT oi 
WIPO. 

(2) Whether unilateral action can be 
allowed. 

(3) Whether India should join the Paris 
convention. 

WIPO vs GATT. This was an impor¬ 
tant issue when the TRIPS negotiations 
were beginning. But now even those peo¬ 
ple who have advocated that negotiations 
should take place under WIPO seem to 
have lost interest in pursuing their idea. 
While WIPO is considered to represent 
the interests of developing countries and 
GATT those of advanced countries there 
is no need to make much of a fuss on this 
issue now and the negotiations can be 
completed under the GATT. 

Unilateral Action: The US has been 
resorting to unilateicfl action by involving 
the Special 301 provisions of its trade act 
and have targeted many countries includ¬ 
ing India for alleged shortcomings in their 
IPP legislaticwis. The Special 301 provi¬ 
sions require the USTR to negotiate speci¬ 
fically on IPP with countries whose IPP 
standards are prejudicial to American 
trade interests. This unilateral action is 
taken side-by-side with the pressure ap¬ 
plied in the multilateral negotiations 
under GATT. In fact the US is threatening 
to link the issue of iPRs with GSP 
(General Scheme of Preferences). We arc 
of the opinion that no country should be 
allowed to follow such unilateral actions 
while negotiations under the multilateral 
forum ol GATT are underway. The ques¬ 
tion of unilateral actions should come 
only if GATT talks fail. Of course the 
GATT negotiations should be completed 
speedily and successfully to avoid such 
embarra.s$ment$. This needs a positive 
outlook and sincere effort on the part 
of both the developed and developing 
countries. 

Joining t/ie Paris Convention: There are 
people who feel that 'it is high time that 
India became a member of the Paris con¬ 
vention of 1883 as a lot of foreign tech¬ 
nology is accidentally lost, as owners har¬ 
bouring a wrong impression do not apply 
in India prior to publication and by the 
time the fact is discovered, it is too late’.*'^ 
But there is also great opposition by 
economists in India joining this conven¬ 
tion. The disadvantages for India in join¬ 
ing the Paris convention and the advan¬ 
tage of the Indian Patents Act has been 
summarised by Mehrotra** and has been 
given in the Statement. 

While some of the disadvantages in the 
list mentioned above can no longer be 
considered as disadvantages, in the light 
of our study, there gre some disadvantages 


Statememt: Comparative Loss-Benefit Analysis for Indian Pharmaceutical Industry 
IN Joining Paris Convention 


Indian Fatenis Act Advantages 


To People of India 

1 No product patent on drugs, foods etc, 
and hence can be available at lower costs. 

2 Revocation of patents in public inteicsi. 
Government can ensure indigenous 
production in public interest. 

3 Rigorous provisions of compulsory 
licensing. 

4 Power to government to use inventions 
(for people). 

3 Government can import patented drugs 
(public use). 

lb Industrial Devrlopmenl 

1 Drugs not being under patent can be 
indigenously produced. 

2 Compulsory licensing; revocation of 
patent in public interest; power of govern¬ 
ment to use invention—even licence to third 
parties -indigenous production. 

3 Can import drugs/technology for 
indigenous production from wherever 
available (cheaper). 

4 Can also export technology/patemcd 
products to non-PC countries. 


S and T DrvrIopmenI 

1 Scientists can patent inciemenul 
innovations/inveritions. 

2 Indian scientists can still continue to 
obtain patents anywhere in the world 
and get same rights available to others. 

3 Because of bilateral agreements and 
membership of WIPO, etc, can still get 
all infomation on patents. 


Paris Convention Disadvantages 


1 Pitenied products can be imported except 
at exorbitant monopoly prices. 

2 Patented products cannot be produced in 
the country except with the premission 
(licence) from the patentee (exorbitant 
cost). 


1 Compulsory licensing very 
difficult ai^ hence monopoly market 
of MNCs. 

2 Effective protection against unfair!?.) com¬ 
petition by indigenous industry (helps 
maintain monopoly of MNCs) 

3 Cannot obtain technology except under 
lincence from patentee (exorbitani cost). 

4 Can't export patented products/iecbnology. 

3 Can’t import patented bulkAcchnology. 

6 Difficult to break blocking/romprehensivc 
repetitive patents. 

1 Indian scientists cant patent because of (6) 
above. 

2 Restriction in industrial/technological 
development' doesn't provide climate for 
further S and T development. 


Sourer. Mehroita N N: ‘Intents Act and Ibchnological Self-Rdtance: The Indian Pharmaceutica 
Industry', Economic and Poiitkai Wtekiy, W>l 24, No 19, May 13, 1989, p 1063. 


like the difficulty irf break blocking/com 
prehensive repetitive patents which al^6 
hinders the development of S and T. 
Besides, the issue of joining the Paris con¬ 
vention can be decided only after making 
sector-specific studies of other sectors. 
Moreover if the reforms suggested by us 
are followed, then the question of join¬ 
ing the Peris convention will be less im¬ 
portant from the point of the pharma¬ 
ceutical sector. 

V 

(lonrlusion 

In this paper we have made the follow¬ 
ings facts clear: 

(1) India’s dependency for technology 
on the US in particular and the developed 
countries in general has been increasing. 

(2) In the pharmaceutical sector. India 
is quite competitive and the prices will be 
affected mainly due to decontrol of prices 
rathar than introducing product patents. 


(3) While there is no need to fear gran 
ting product patents by India in the phar 
maceutical sector, considering imports a 
tantamount to working patents cannot b< 
accepted; duration of patents can be lef 
for mutual bargaining and pipeline pro 
tection can be used as a bail for cancell¬ 
ing or reducing pipeline protection oi 
developed countries in sectors like lActiles. 

(4) The^ administration of the patents 
has to be streamlined and Ritents Act has 
to lx modified. 

(5) While unilateral action by the US 
should be discouraged when the 
multilateral negotiation are making head¬ 
way, joining the Paris convention is nol 
an important issue from the point of view 
of the pharmaceutical sector if the 
measures suggested by us are accepted. 

(6) Greater importance to R and D and 
substituting non-patented drugs fot 
patented drugs are called for in the phar¬ 
maceutical sector. 

In conclusion we can say that the 
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S U regime has to be strengthened on 
ines suggested by us to promote 
T transfer of technology and join the 
$s of international harmonisation 
tut foresaking India's interests. 
i-speciHc studies for other sectors are 
lithe need of the hour. 

I'. NoIch 

.S 
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Anti-Arrack Agitation of Women in 
Andhra Pradesh 

U Narauniha Reddy 
Arun Patniuk 

There is a determined bid by the state, particularly the police, the contractor's henchmen and the political parties 
to dissipate the anti-arrack movement in Andhra Pradesh. The movement has not merely raised the women’s ques¬ 
tion as is being portrayed by the press and a section of the intelligentsia, but has targeted its attack on (he nexus 
between the politicians, police and arrack contractors. 


I 

BEGINNING in the early August 1992, 
in a remote village of Dubagmta of Nellore 
district in Andhra Pradesh, the agitation 
by women protesting against arrack auc¬ 
tions and demanding ban on the sale of 
arrack spread to almost all districts of the 
state. The movement against the sale of 
arrack started in north Ifelangana districts 
like WarangaU Karimnagar and Adilabad 
at the behest of the CPI(ML) (PWG in 
particular and other groups) but attempts 
were made to suppress it by the police in¬ 
tervention which went to the extent of sell¬ 
ing arrack not only under police protec¬ 
tion but even in the police stations. Not¬ 
withstanding the repression, there is a 
widespread people’s ban on arrack sales 
in these districts and no auctions could 
be held for as many as 1,739 arrack shops 
in 1990-91 in Warangal, Karimnagar and 
Mahaboobnagar districts. While the 
CPI(ML)-sponsored ban on arrack sales 
was met by the stale with brutal attacks 
on agitating women, apparently the move¬ 
ment started spontaneously but in fact as 
a result of a combination of social, 
economic and political factors, was initial¬ 
ly responded by the state with a kind of 
indifference under a cynical hope that it 
would fizzle out. 1'his attitude of disdain 
bordering on scorn could be seen from 
ever the response of the English press. 
The movement was about two weeks old 
by the time newspapers like The Hindu 
and Indian Express started reporting. 
Starved of any important issue that would 
adequately capture the attention of the 
people, a ride on the crest of which would 
be vote-spinning, the anti-arrack agitation 
provided a ready bandwagon to political 
parties like TDP. The National Front, 
leader N T Rama Rao missed no time and 
converted the train journey to his film 
shooting locale in- Araku Valley near 
Vishakhapatnam to address meetings by 
stopping the train even at unscheduled 
railway stations with scant respect to the 
inconvenience caused to other passengers. 
The CPI(M) celebrated its involvement in 
the movement by conducting a national 
seminar at Hyderabad through its front 
organisation Jana Vignana Vedika and 


provided a common platform, where all 
the parties, except BJP, including the Con¬ 
gress! 1) exhorted the need for ban on 
arrack and led. The anti-arrack agitation 
in Andhra Pradesh is threatened with 
dissipation because of state repression and 
attacks engineered by arrack contractors 
on the one hand, and on the othei the 
gimmicks of ‘major’ opposition parties 
which are hardly involved with the move¬ 
ment at the grassroots level. 

To understand the movement with a 
view to strengthen it, one must place the 
problem in its proper historical and social 
context. The .second part of this note tries 
to provide the recent historical back¬ 
ground on the issue of prohibition and the 
third part draws attention to the mecha¬ 
nisms of penetration of the liquor lobby 
into the political process denigrating the 
democratic fabric of Indian society. At the 
end an attempt is made to provide a policy 
outline as a respon.se to the immediate 
context. 

11 

Prohibition as .State Policy 

The early British policy relating to 
liquor consumolion, which was also inter¬ 
linked with excise revenue, was one of 
temperance and of restricting the con¬ 
sumption of intoxicating drinks. One of 
the earliest ptdicy pronouncements dates 
back to September 7, 1905, which stated 
that their ‘settled’ policy was “to minimise 
temptation to those who donor drink and 
to discourage excess among those who do, 
and to a furtherance of this policy, all con¬ 
siderations of revenue must be absolutely 
subordinated' (emphasis added). The 
policy of regulation and of discouiaging 
the use of alcoholic drinks in excess con¬ 
tinued till 1921, when with the introduc¬ 
tion of the first constitutional reforms, the 
movement towards prohibition gained 
strength and resolutions declaring that 
prohibition was the ultimate goal of ex¬ 
cise policy were passed several state 
iegislatuTes. 

Several state govn-nments apparently 
took measures to minimise the consump¬ 
tion of alcoholic drinks by the enforce¬ 
ment of Gonttols on thdr manufacturing 


and distribution. But these mcasures'do 
not appear to have had ariy .salutary ef¬ 
fect. In 1930-.31 and 1932-34, as a part of 
Che civil disobedience movement there 
was picketing of liquor shops and toddy 
booths. The enforcement of complete pro¬ 
hibition, figured as the first item in the 
national demands .submitted by Gandhiji 
to the British government in 1931. He 
wrote in Young India in 1931, '*... If I was 
appointed dictator for one hour for all 
India, the first thing I would do would be 
to close without compensation all liquor 
shops, destroy all toddy palms such as 1 
know in Gujarat, compel factory owners 
to produce human conditions for their 
workmen and open refreshment and recre¬ 
ation rooms where these workmen could 
get innocent drinks and equally innocent 
amusements... Foi the loss of revenue 
from drinks, I would straightaway cut 
down the military expenditure..." 

The provincial autonomy of 1937, 
which brought the Congress into power 
in several states, brought life to the pro¬ 
gramme of complete prohibition. Pro¬ 
vinces like Bombay and Madras started 
implementing prohibition policy in stages. 
But the outbreak of the second world war 
and the consequent resignation of Con¬ 
gress governments in the states put a halt 
to the prohibition policy. Prohibition was 
lifted in all the states and revenues from 
excise soared high during the second 
world war period, partly because of the 
inflationary conditions and partly owing 
to popular ministries in the states. 

The second world war was an impor¬ 
tant turning point which brought the 
liquor revenue to the fore. It was during 
the second world war that revenue from 
excise, an indirect tax, became the single 
largest source, bypassing the land revenue, 
a direct property-based tax. In Bombay 
state, excise receipts which amounted to 
Rs 2.8 crore in 1938-39 increased by 
1946-47 to Rs 9.7 crore, the single largest 
source of tax revenue yielding about 34 
per cent of the total tax revenue. In 
Madras sute, excise receipts increased 
from Rs 3.8 crore in 1938-39 to Rs 16.8 
crore in 1945-46, against Rs 8 crore from 
land revenue. Notwithstanding the grow¬ 
ing revenue presence of the excise duty. 


Economic and Political Wrekly May 22, 1993 


1059 



bo§h the states introduced prohibition as 
soon as popular ministries assumed office 
In 1946. In Bombay a decision was taken 
to bring about complete prohibition in the 
state by gradual stages within three years 
from April 1,1947. Progressive reduction 
in consumption was ensured by; (I) 
Closure of excise shops for 2 days in 
1947-48, 3 days in 1948-49 and 5 days in 
1949-SO. (2) Progressive reduction in the 
number of shops, and (3) Reduction in the 
strength of liquor in the case of country 
liquor. 

A separate law called the Bombay Pro¬ 
hibition Act 1949 was enacted and com¬ 
plete prohibition was brought about in the 
Slate with effect from April 6. 1950. 
Similarly in Madras state soon after 
the resumption of power by the popular 
ministry, the policy of prohibition was 
revised and by 1948-49, it was extended 
to all the districts. 

Prohibition as an important state policy 
figures in the Directive Principles and Ar¬ 
ticle 47 which directs that the states "shall 
endeavour to bring about prohibition of 
consumption, except for medicinal pur¬ 
pose, of intoxicating drinks and of drugs 
which are injurious to health". 

The task of attending prohibition as a 
national policy was considered as an im¬ 
portant welfare measure and the respon¬ 
sibility for working out the modalities of 
the implementation of the policy was 
assigned to the Planning Commission. 
The Planning Commission appointed the 
Prohibition Enquiry Committee in 1954 
(Shriman Narayan committee 1954] which 
submitted the report in 1955, was very op¬ 
timistic about the adoption of prohibition 
as national policy and made a number of 
recommendations for a time-bound im¬ 
plementation. Some of the important 
recommendations are; (i) that prohibition 
should be regarded as an integral part of 
the second five-yeat plan, (ii) that the 
target date for completing nationwide pro¬ 
hibition should be April 1,1958, (iii) that 
in states which were yet to make a begin 
ning and in the wet areas in partial pro¬ 
hibition states, from April I, 1956, there 
should be stoppage of drinking in hotels, 
bars, restaurants, messes, dubs, cinemas 
and in parties and functions, (iv) that 
there should be prohibition committee in 
each district and at the village and 
mohaila level, (v) that the excise duties on 
narcotics and intoxicants cdlected in the 
sUtes are highly iniquitous, regressive and 
anti-social and this kind of levey has no 
justification to exist in a progressive tax 
system and should be wiped out at the 
earliest, (vi) that the union government 
would give adequate assistance to those 
states which depend on exdsc for a con¬ 
siderable part of their revenue to introduce 
prohibition in their areas, and (vii) that 
a clear-cut statement may be issued by the 
union government to the effect that pro¬ 


hibition has become a national policy. 

As a sequel, the policy of prohibition 
was discussed as a non-official resolution 
by the Lok Sabha which passed the 
following resolution on March 31, 1956; 
This house is of the opinion that prohibi¬ 
tion should be regard^ as an integral pan 
of ihc Second Five-Year Plan and recom¬ 
mends that the Planning Commission 
should formulate the necessary pro¬ 
gramme to bring about nationwide pro¬ 
hibition speedily and effectively. 

The Second Five-Year Pltm included, as 
part of its ‘social wcflare services’ prohibi¬ 
tion as an e$.<iential item of social policy. 
It emphasised that in the consideration of 
any basic social policy, financial con¬ 
siderations, although of great practical 
importance, are not to be treated as 
decisive in character. It suggested the 
following steps to be taken by the sute 
governments in wet or partially wet areas: 
(1) discontinuance of advertisements and 
public inducements relating to drink; (2) 
stoppage of drinking in public premises 
(hotels, hostels, restaurants, clubs) and at 
public receptions; (3) setting up of tech¬ 
nical committees to draw up phased pro¬ 
grammes with the object of (a) reducing 
progressively the number of liquor shops 
both in rural and urban areas; (b) closing 
liquor shops for an increasing number of 
days during the week; (c) reducing quan¬ 
tities supplied to liquor shops; (d) pro¬ 
gressively reducing the strength of distill¬ 
ed liquor produced by distilleries in India; 
(e) closing of shops in and near specified 
industrial and other development project 
aicas; and (0 removal of shops to places 
away from main streets and living quarters 
in towns and villages; (4) Ihking active 
steps to encourage and promote the pro¬ 
duction of cheap and healthy soft drinks; 
(5) assisting voluntary agencies in organis¬ 
ing recreation centres; and (6) including 
prohibition as an' item of constructive 
work in national extension and communi¬ 
ty project areas and social welfare exten¬ 
sion projects. 

One important step taken during the 
Second Five-Year Plan was the setting up 
of the central prohibition committee by 
the home ministry and the committee met 
towards the end of 1960 to review the im¬ 
plementation of prohibition policy. Other¬ 
wise, the action taken by the state govern¬ 
ments was not significant and the progress 
for the country as a whole was slow. One 
of the significant aspects of the Third 
Five-Year Plan was to emphasise prohibi¬ 
tion essentially as a social welfare move¬ 
ment and recognition that if prohibition 
were to rest primarily on enforcement by 
the police and by excise staff, not much 
progress would be made. 

The main reliance has therefore to be on: 

(a) the creation of a growing public 
opinion in favour of prohibition conceived 
as a social welfare measure in the interest 


of the general mass of the people; 

(b) voluntary organisations, which should 
be given the necessary support and assis¬ 
tance by the government in carrying out 
social and educational programmes; 

(c) implementation of various develop¬ 
ment programmes undertaken by govern¬ 
ment agencies in education, health, social 
welfare, etc, with due emphasis on the 
significance of prohibition; and 

(d) availability in canteens of cheap and 
nutritious food and non-alcoholic beve¬ 
rages and enco>iragement of sports, and 
recreational activities on a group- and 
community-basis. 

With a view to achieving greater pro¬ 
gress in these directions, it would be useful 
to provide financial assistance to volun¬ 
tary organisations for educational and 
promotional work among the people and 
also to give a measure of support to other 
activities which would assist the progress 
of prohibition. 

Assigned with the task of devising the 
machinery and modalities for the intro¬ 
duction of prohibition as a national 
policy, the Planning Commission ap¬ 
pointed in 1963 a study team on prohibi¬ 
tion under the chairmanship of Justice 
Tck Chand. The study team submitted its 
report in 1964. 

For anyone dealing with liquor problem 
in India, Tek Chand Report (1964) is a 
compulsory reading. Its informative and 
educative value is uncomparable. The 
comprehensive report running into 1,265 
pages in two volumes covers almost every 
aspect of liquor manufacturing, trade, 
consumption, consequences, the history 
of the movements against liquor in India 
as well as abroad, the problems and 
failures of prohibition law. The only strik¬ 
ing deficiency, a reader of 1990s would 
find is the atoence of discussion, except 
in passing remarks on the gtuation in in¬ 
dividual states of the corrupting influence 
of liquor trade on the politicai processes. 
One may explain it away cither as a result 
of the terms of reference being different 
or because of the liquor-politics nexus by 
the mid-60s not yet assuming such depths 
of degradation. Be that as it may. It need 
not detract one from the merits of the 
report. 

The most important recommendations 
of the team include changes in the provi¬ 
sions of liquor laws, electoral disqualifica¬ 
tion of persons involved in liquor offenses, 
mass education and publicity, active role 
for voluntary agencies and Nasha Bandi 
Lok Karya Kshetras throughout the coun¬ 
try and a four-phased programme culmi¬ 
nating in total prohibition preferably by 
January 30,1970. But it was a cruel irony 
that during this period what really hap¬ 
pened was quite the reverse—prohibition 
was lifted in almost ail states, except 
Gujarat. 

It is very perplexing as to how such a 
comprehensive report like the one by 
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Justice Tkk Oiand met such a cruel fate; 
To unravel the mystery one should uke 
into consideration the slow but sure 
changes in the nature of the erociging rul¬ 
ing classes, their social base and the com¬ 
pulsions of the coalition. Even as the l^k 
Chand study mbs being contemplated, the 
Uttar Pradesh government abolished pro¬ 
hibition in II districts where there was 
prohibition in 1964 but introduced certain 
dry days! Madhya Pradesh quickly follow¬ 
ed suit. Mysore was the fint state in the 
south to relax even its partial prohibition 
in 1964. Haryana scrapped it from April 
1967 and Kerala did so in the same year. 
Orissa was the next to scrap prohibition 
in 1968. The Andhra area of Andhra 
Pradesh followed suit in 1969. Assam 
liberalised prohibition in 1970. Maha¬ 
rashtra revised its policy towards a permit 
system. And with the abolition of prohibi¬ 
tion in August 1971 in Ihmil Nadu— 
hardly a year had passed since Gandhi 
Birth Centenary, there was no mapr stale 
save Gujarat where prohibition was in 
force. 

All observers of India notice that the 
mid-1960s mark a clear turning point for 
worse in the economy, polity and even in 
social policy as could be seen from the fate 
of prohibition policy Not only were the 
otherwise much acclaimed recommenda¬ 
tions of the Ikk Chand report pul to cold 
storage, even the Planning Commission 
which included prohibition as a pan of 
the welfare programmes of the second and 
the third plans, seems to have turned a 
cold eye. There is no mention of prohi¬ 
bition in the Fourth Five-Year Plan 
document or the Annual Plans that 
preceded it! 

The reasons for such a complete rever¬ 
sal to the ‘prohibition policy’ are not far 
to seek. Th^ were closdy linked not only 
to the economic and political changes but 
also with the subtle but perceptible 
changes in the very nature of the ruling 
classes, and thnr support bare and means 
as well as sources of power Of this, the 
liquor excise revenue to the state and 
liquor contracts or illicit graiincation to 
the ruling classes make the reversal of pro¬ 
hibition policy a political necessity and of 
course a social scouigc Liquor emerges 
as a major source of revenue without 
dispteasing the rich. What b more siaitling 
are the consequences. Let us first see how 
the turn around actually happened. 

Ever since the formation of ‘popular 
ministries’ in the slates in 1946, the pur¬ 
suit of prohibition as a stale policy was 
accepted but the action taken varied from 
that of complete prohibition in sutes like 
the then Madm and Bombay, partial pro¬ 
hibition in Uttar Pradesh and Madhya 
Pradesh, a policy of temperamre in states 
Hire Etthw ai^ Bengal and no dry law 

in states Uke Rgjasthan and erstwhile 
H y derabad. 


In most of the states which did not go 
in for prohibition, the poliqr of minimis¬ 
ing liquor consumption through maxi¬ 
mum excise revenue ended up only in rais¬ 
ing revenue instead of reducing liquor 
consumption. By late 50s, even in a stale 
like Andhra Pradesh, which had parts 
without dry law, were moving towaids 
revenue maximisation, disregarding the 
very objeaiveof curbing liquor consump¬ 
tion. The Andhra Pradesh prohibition in¬ 
quiry commiiiee report (19SS) obsrived 
that “the objective of minimum consump¬ 
tion was not helped but vitiated by the 
objective of maximum revenue in which 
revenue was sought to be obuined from 
the poorest classes for'being spent on 
society in general". The report of the Thx- 
ation Enquiry Commission (1955-56) also 
observer]; “ . it is thus clear that the aim 
of reducing consumption has come to be 
Ignored, and that though lialf a century 
has elapsed since the policy was first 
adumbrated, no tangible result in the 
direction of reducing consumption have 
flovred from the manner in which it has 
been in operation so far". But it was yet 
another irony that this report of 11^ 
which produced recorded evidence on the 
failure of implementation of the dry law, 
instead of suggesting the ways and means 
of plugging ihc loopholes came out in 
favour of complete scrapping of the dry 
taw! Needless to say that this committee 
had a mecharical administrative perspec¬ 
tive devoid of either the hbtory of such 
a measure in other parts of the world, or 


the hutoricai context within India or the 
welfare implications involved in the issue 
For such an effort, one had to wait for the 
reports of Shriman Natayan and Ibk 
Chand panels. 

Now, let us return to the questions as 
to why there was a complete revenal by 
the end of 1960s in the implementation 
of a consiituticxsal directive on prohibition 
as a national policy to which the govern¬ 
ment of India was committed by a parlia¬ 
mentary resolution? And with whal con¬ 
sequences? Of course the answer tniQf not 
be available in the nature of cause* 
separated from the consequences but in 
the dialectics of the consequences in the 
womb of (he causes as well. 

At this junaure it may not be much of 
a digression to draw attention to the twin 
roles of the state in India. One is (o keep 
the coalition of the heterogeneous domi¬ 
nant classes by catering to their needs and 
the other is to create a network of patro¬ 
nage through programme that would 
serve as a thread that links the loyally of 
the masses to the ruling classes. Butitm 
of this kind means that it is through the 
stale that (he ruling classes enrich 
themselves and it is through the state that 
they lay claim to the loyally of the masse*. 

The strains of such a role aided ^ oer- 
tain natural oilamtties became quite ap¬ 
parent by the late 1960s. The sutc^s role 
as a mobiliser of resources and as an in¬ 
vestor faced severe constrants. The stale 
investment registered deceleration. There 
was a threat to its role as an agency to 


TsHII I: C'oVSl'MPTHlN (>l DllMXrNT Lii.M'OXS I'* ANOMRA PXAUfcSH 


Year 

No of Shops 

Arrack C'on- 
sumpiion 
(Million Shops 

1 Kres) 
l-WUH) 

Shops 

IMl. Con 
sumption 
(Million Proof 
Litres) 

Beer Con¬ 
sumption 
(Million 
Bulk Litres) 

l%y-70 

.7159 





1970-71 

8669 





1971 72 

9294 





1972.7} 

9546 





1973-74 

10745 





1974 75 

12001 





1975-76 

13847 

54.4 




1976-77 

13809 

61.5 




1977.78 

141.54 

6.}.4 

1661 

3.03 

24.9 

1978-79 

14150 

66.4 

2998 

44 

74.2 

1979-80 

UI35 

67.1 

4566 

4.3 

63.3 

1980-81 

13996 

70.3 

4321 

44 

44.0 

1911-82 

13847 

697 

3087 

78 

37.3 

1982 83 

16059 

74.0 

3698 

89 

38.4 

1983-84 

17643 

83.3 

4294 

n 3 

36.1 

1984-85 

18648 

86.5 

5941 

10 5 

37.9 

1985-86 

18949 

88 7 

5847 

11 .3 

49.7 

1986-87 

22657 

948 

51X1 

14 2 

43.8 

1987-88 

22803 

I0J7 

5344 

18.6 

37.0 

1988-89 

16772 

117 2 

6072 

15.5 

46.2 

1989-90 

16426 

II6.I 

6503 

219 

46.9 

1990 91 

16436 

ltl.2 

6744 

18.1 

49.9 

1991-92 

16507 






Note . Rounded off to itw nearest crore 
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K timik the regime, the dominant coali* 
I. Evan the success of the green revolu¬ 
tion in iu ear^ phase was throwing up its 
own contradictions as could be seen from 
mobilisation of farmers for higher prices 
and better terms of trade. The early 
avenues of pidrlic works contracts under 
the strain of resources were not proving 
adequate to ‘harvest’ their riches. In fact 
for the large majority of the land-based 
politicians incomes are associated with 
‘harvesting’ notions and there is no other 
avenue that can harvest profits as quickly 
as contracts to the repertoire of which the 
liquor contracts were added by the late 
1960$. 

Of the many factors, one that played a 
decisive role is the capacity of the liquor 
trade to quench the growing ‘revenue^ 
thirst of not only the states which were not 
willingly to displease the affluent by tax¬ 
ing their growing wealth and incomes but 
also of the ruling elite who were looking 
for easy and quick sources to enrich 
themselves as well as to finance their elec¬ 
tion expenses which were reaching scan¬ 
dalous proportions, incapable of being 
met by any hard-earned incomes or party- 
funding, however ingenious the mecha¬ 
nisms of mobilisation might be. it is in¬ 
teresting to note that company contribu¬ 
tion to political parties was banned by 
legislation in 1970. State excise to the 
states and liquor contracts to the ruling 
elite or their henchmen made politicians 
to look upon prohibition as utopian and 
far from being pragmatic This stink of 
pragmatism in the polity was spreading all 
over making a mockery of the democratic 
process. By late 60s and early 70$ there 
was no shadow of doubt about the deca¬ 
dence and the entire political process was 
soaked completely in liquor largesse 

In 1973, Jayaprakash Narayan wrote; 
...money, falsehood, corruption and physi¬ 
cal force have combined to erode steadily 
the very meaning and substance of elec¬ 
tions. Election costs have been growing by 
leaps and bounds, and cases have been 
reported in which single state assembly 
candidate is-said to have spent between 
Rs 30 to Rs 40 lakh and a Lok Sabha can¬ 
didate as much as Rs 60 to Rs 90 lakh. 
But even if the cost is one-tenth of these 
staggering amount, the poor man’s parly 
or candidate has no chance whatever. 

Nor can representatives capable of spen¬ 
ding such large sums be etcr expected to 
work for the poor. In the same way, the 
vice of impersonation, fed on secret funds, 
and the use of physical force, supported 
by powerful political and caste interests, 
have been growing at an alarming rate 
Corruption of the electoral machinery, 
commonly manifested in intimidation and 
buying up of presiding offtcers, has been 
growing apace alongside corruption in 
other fields. 


That day it was an allegation for the 
state But this day, November 12,1992 to 
be precise, is an open recognition, when 
the prime minister inaugurating a con¬ 
ference of chief ministers on the ‘Ad¬ 
ministration of Criminal Justice lamented 
on the '%ery obnoxious criminaiisation of 
public life'’ and there was “increasing 
criminaiisation of politics and politicisa¬ 
tion of criminals’’. He also observed that 
it has been talked about for a long time: 

The liquor trade which was considered 
a social stigma up until the late 60s and 
associated mostly with bootleggers, the 
criminal and anti-social elements, started 
acquiring political respectability with the 
growing dependence of the political elite 
on the money and muscle power of the li¬ 
quor traders. The auction system in arrack 
and toddy, the rivalry in illicit distilling 
of arrack and smuggling of IML to avoid 
excise, gaw rise to the maintenance of 
criminal gangs by the liquor contractors. 
The liquor contractors who were kept at 
an arm's length by the politicians earlier, 
started becoming their close allies to begin 
with, but soon the temptations and com¬ 
pulsions of the changing nature of the 
elections and the growing resource needs 
of electoral politics turned many politi¬ 
cians into liquor contractors as much as 
some of the Uquor contractors graduating 
into politicians. Thus by the end of 70s 
the criminaiisatiop of political process 
gets rooted in the liquor and the very men¬ 
tion of regulation or control, leave alone 
prohibition, was met with ridicule and 


dispensed as non-pragmatic by all major 
political parties, in or out of power. The 
plight of the people who are the victims 
of the spreading tentacles of liquor and 
the liquor-based politics hardly got any at¬ 
tention. It is in this contnl the anti-liquor 
movement of the women of Andhra 
Pradesh becomes all the more important. 
It is a major movement that can make the 
state to renege from the complete devia¬ 
tion from its own accepted policy. 

This section deals with three aspects of 
the women’s movement against arrack in 
Andhra Pradesh. First, it examines the 
factors contributing to the deterioration 
of the very subsistence conditions and 
other facilitating factors that could be 
discerned as immediate circumstances 
causing the movement. Second, it provides 
a brief and sketchy description of the 
movement. And at the end cautions 
against the passible simplistic interpreta¬ 
tion of the movement in terms of drun¬ 
kenness as the cause and ’disciplining’ the 
male members of the household as the 
solution. 

HI 

The Movement 
The Background 

By 1990-91, Andhra Pradesh occupied 
flrst rank in the country in arrack con¬ 
sumption with 111 million litres (30 UP) 
per annum. The other first rank occupied 
by AP is in terms of the total number of 


Tabi fc 2: Excim- an[) Othck Tax Revenues oe AP 

(Rs crort) 


Year 

State 

Excise 

Land 

Revenue 

Stamp 
Duly and 
Regist¬ 
ration 

Sales 

Tax 

Tkxes on 
Vehicles 

Others 

Total 

1979-80 

141 

32 

28 

217 

49 

26 

493 


(28.6) 

(6.48) 

(5.68) 

(44.00) 

(9.94) 

(5.27) 

(10) 

198081 

153 

33 

35 

279 

53 

29 

582 


(26.29) 

(5.67) 

(6.01) 

(47.94) 

(9.11) 

(4.88) 

(10) 

1981-82 

194 

34 

41 

342 

58 

34 

703 


(27,60) 

(4.88) 

(5 83) 

(48.65) 

(8.25) 

(4.84) 

(10) 

1982-81 

235 

26 

44 

402 

64 

37 

808 


(29 08) 

(3.22) 

(5.45) 

(49.75) 

(7.92) 

(4.58) 

(10) 

1983-84 

282 

14 

45 

497 

80 

47 

•965 


(29.22) 

(1.45) 

(4.66) 

(51.50) 

(8.29) 

(4.87) 

(10) 

1984-85 

351 

18 

53 

607 

93 

51 

1173 


(29.82) 

(1.53) 

(4.52) 

(51.75) 

(7.93) 

(4.36) 

(10) 

1985-86 

417 

21 

69 

761 

113 

58 

1439 


(29.98) 

(1.46) 

(4.79) 

(52.88) 

(2.85) 

(4.07) 

(10) 

1986-87 

448 

13 

74 

803 

128 

93 

1559 


(29.74) 

(0.88) 

(4.75) 

(51.51) 

(8.21) 

(5.97) 

(10) 

1987-88 

449 

16 

92 

971 

143 

98 

1819 


(27.63) 

(0.88) 

(5.06) 

(53.38) 

(7 86) 

(5.38) 

(10) 

1988-89 

565 

42 

107 

1107 

167 

134 

2122 


(26.63) 

(1.48) 

(5.04) 

(52.17) 

(7.87) 

(6.31) 

(10) 

1989-90 

660 

33 

124 

1237 

193 

137 

2384 


(27.65) 

(1.38) 

(5.20) 

(51.89) 

(8.08) 

(5.75) 

(10) 


Notes ; (i) Rounded off to the nearest crore, (ii) Figures in parentheses are percentages. 
Sourer. Reports of the Comptroller and Auditor General of India. 





wtts in dnemi thoiires. In recent years 
consumiMion of all kinds of liqucH’ irh 
creased steeply, liible 1 shows that the 
arrack consumption in the state increased 
from about 54 million litres (30 UP) in 
197S>76 to 70 million litres in 1980-81 to 
111 million litres in 1990-91. The consump¬ 
tion of IML hcieased almost five-fold in 
80s, from 4.4 million proof litres in 
1980-81 to 219 million proof litres in 
1989-90. Ihbk 2 shows that though the 
share of sales tax in the total tax revenue 
increased from 44 per cent in 1980-81 to 
52 per cent in 1989-90 and share of excise 
duty in the total stale tax revenue remain¬ 
ed around 28 per cent, the excise duty in 
absolute terms increased almost five times 
in 70s from Rs 35 crore in 1971-72 to 
Rs 153 crore in 1980-81 and by almost six 
times in 80s to reach Rs 839 crore by 
1991-92 (budget estimate). It is worth 
noting from 'Able 3 that 70 to 80 per cent 
of the growing exdse was accounted for 
by the revenue from arrack, the poor peo¬ 
ple’s drink. Thus, the substantia] burden 
of the regressive excise duty was borne by 
the poor. The number of arrack shops in- 
crea^ from 7,159 in 1969-70 to reach the 
peak of 22,803 shops in 1987-88 but 
declined to 16,436 in 1990-91. The decline 
in the number of shops in no way shows 
any decline in the arrack demand but 
reveals the ingenuous innovation in 1986 
of arrack being packed in 90 ml and 45 
ml polythene sachets. Varuni Vahini, a 
mythological name chosen by none other 
than the Iblugu Desam leader NTR. The 
introduction of sachets made mockery of 
the very concept of a ’shop’ and the ren¬ 
tal in relation to shops. Arrack in sachets 
started flowing to the door step by ped¬ 
dlers on foot and by bicycle: This innova¬ 
tion afforded the convenience of arrack 
being carried to any place and broke the 
association of arrack drinking with arrack 
shop. From the complaints of women of 
rural Andhra Pradesh, one could guess 
the damage k caused through increased 
drinking with little regard to place and the 
time of the day or night. 

Liquor is one of those commodities 
that flout all laws of economics. The 
increasing arrack consumption is accom¬ 
panied by increasing price of arrack. The 
present price at which the state issues ar¬ 
rack to the contractor is Rs 10.50 per litre 
The ’issue price' includes the cost, excise 
duty, transport charges, and Iwttling 
charges. The price at which the contractor 
sells to the consumer In sachets of 90 ml 
and 45 ml or bottles of 180 ml presently 
works out to Rs 50 to 60 per litre of 30* 
UP, i e, the difference between the sale 
price and the ‘issue price’ works out to 
Rs 40 to Rs 50 per litre out of which the 
contractors Iwe to meet the rentals which 
amount to about two-thirds of the total 
excise revenue. Of course^ if one goes by 
the official data on arrack sales, it looks 


as though the contractors do not seem to 
be big gainers! 

For instance let us have a look at the 
AP official arrack consumption Hgures in 
1990-91: 


I Total arrack 

11.12 crore 30P UP 

consumption 

litres 

2 Sale price at Rs 35 

Rs 611.60 crore 

per litre 


3 issue price' at 

Rs 116.76 crore 

Rs 10.30 per litre 


4 Gross margin (2-3) 

Rs 494.84 crore 

3 Less rentals for 

Rs 454.00 crore 

shops 


6 Gross profits 

Rs 40.84 crore 


These figiics show a gross profit of 
Rs 40.84 croff to arrack contractors in 
1990-91. If one takes into consideration 
the maintenaice expenses including the 
’goonda gangs’ the bribes paid regularly 
to the excise department, the contrilw* 
tions to political parties and other 
miscellaneous contributions paid out of 
fear ot favour, the contractors appear to 
be big losers! Everybody knows that the 
official statistics on arrack is a mMkery 
of truth. Obviously, the consumptim of 
arrack is much higher and this it ac¬ 
counted for by the extensive illicit distilling 
and packing parallel to the government 
arrack. And ihc resulting drain on poor 


Tabi f 3: Exast REvtNUE from Different Liquors and Ricf. Subsidy, Andhra Pradesh 

(Rs cmnf 


Year 

Country 

Spirit 

(Arrack) 

Country 

Fermented 

Liquor 

(Toddy) 

Mall 

Liquor 

(Beer) 

Foreign 

Liquor 

(IMl) 

Others 

Total 

Excise 

Revenue 

1971-72 

5 

17 

0.4 

2 

10.06 

35 


(16.24) 

(48.57) 

(1.14) 

(5.71) 

(28,74) 

(10) 

1972-73 

6 

18 

1 

2 

7 

34 


(17.68) 

(52.94) 

(2.94) 

(3.88) 

(20.59) 

(10) 

1973-74 

7 

19 

1 

4 

13 

44 


(15.90) 

(43.18) 

(2.27) 

(9.09) 

(29.55) 

(10) 

1974-73 

36 

17 

1 

3 

4 

58 


(62.07) 

(29.31) 

(1.72) 

(5.17) 

(1.72) 

(10) 

1975-76 

53 

16 

1 

4 

2 

76 


(69.74) 

(21.08) 

(1.32) 

(5.26) 

(2.63) 

(10) 

1976-77 

70 

16 

2 

6 

3 

97 


(72.16) 

(16.48) 

(2.06) 

(6.19) 

(3.09) 

(10) 

1977-78 

76 

16 

2 

7 

2 

103 


(73.79) 

(15.53) 

(1.94) 

(6.80) 

(1.94) 

(10) 

1978-79 

91 

15 

3 

9 

2 

120 


(75.83) 

(12.50) 

(2.50) 

(7.50) 

(1.67) 

(10) 

1979-80 

109 

15 

5 

9 

3 

141 


(77.30) 

(10.64) 

(3.55) 

(6.38) 

(213) 

(10) 

l980-8i 

118 

19 

5 

8 

3 

153 


(77.12) 

(12.42) 

(3.27) 

(5.23) 

(1.96) 

(10) 

1981-82 

131 

27 

4 

10 

2 

194 


(77.84) 

(13.92) 

(2.06) 

(5.15) 

(1.03) 

(10) 

1982-83 

179 

17 

21 

16 

2 

235 


(76.17) 

(7.23) 

(8.94) 

(6.81) 

(0.43) 

(10) 

1983-84 

220 

19 

10 

25 

8 

282 


(78.01) 

(6.74) 

(3.55) 

(8.87) 

(2.86) 

(10) 

1984-83 

265 

37 

8 

25 

16 

351 


(«.50) 

(10.54) 

(2.28) 

(7.12) 

(4.56) 

(10) 

1983-86 

322 

30 

10 

33 

22 

417 


(77.23) 

(7.19) 

(2.40) 

(7.90) 

(5.28) 

(10) 

1986-87 

348 

27 

30 

30 

14 

448 


(77.68) 

(6.03) 

(6.70) 

(6.70) 

(3.13) 

(10) 

1987-88 

410 

38 

8 

28 

15 

499 


(82.16) 

(7.62) 

(1.60) 

(5.61) 

(3i)0) 

(10) 

1988-89 

473 

36 

8 

39 

7 

565 


(84.07) 

(6.37) 

(1.41) 

(6.90) 

(1.07) 

(10) 

1989-90 

526 

48 

8 

75 

3 

660 


(T9A9) 

(7.27) 

(1.21) 

(11.36) 

(0A5) 

(10) 

1990-91 

556 

S3 

13 

102 

4 

728 


(76.37) 

(7.a) 

(1.79) 

(14.01) 

(0.35) 

(10) 

1991-92 

608 

48 

18 

160 

8 

839 


(72.47) 

(3.72) 

(2.15) 

(14.07) 

(0.60) 

(10) 


1992-93 (BE) _ 

Notes: (i) Rounded off to the nearest crore (ii) Figures in paimiheses are peicenta^ (iii) ’Odien’ 
include commefcial and denatured spirits and wines and toilet preparations coniainini 
alcohol. 

Sourer. Reports of the Comptroller and Auditor General of India. 
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people's income on errecx consumpuon 
io AP in 1990-91 could be at least double 
that of Rs 611 crore of ewise duty, i ^ 
Rs 1,200 crore. This, one could believe, is 
on the low side. 

Much of it is hard-earned wage incomes 
of the entire households of the poor. Most 
of the drinking in rural areas is arrack and 
toddy. The proportion of arrack is much 
more. Most of the arrack drinking is by 
the poor famiies most of whom are agri¬ 
cultural labourers. Though women do 
drink in Tfclangana region but largely the 
few women who drink are confined to 
toddy. Castewise drinking is a social taboo 
among the forward castes and some 
groups of the backward classes. Drinking 
of arrack or toddy by schedule castes does 
not carry any social stigma. In fact, the 
women who are protesting against arrack 
arc not faceless poor but mostly scheduled 
caste women who are the direct sufferers. 
This caste demarcation is clear in the 
village struggle committees though there 
may be some sprinkling of forwdtd caste 
and women as leaders. One could easily 
sec where the entire burden of excise duty 
on arrack resides. 

In the 80s. the employment situation in 
AP has been worsening. There has been 
no substantial increase in wages. The 
prices of essential commodities like pulses, 
edible oil, tamarind and chillies have in¬ 
creased by 30 to 50 per (»nt during the last 
two years. The subsidised rice scheme, 
though not properly targeted, did help the 
poor. One may criticise it as a ‘left- 
handed’ charily because the state was tak¬ 
ing away with other hand in the form of 
excise duty on arrack much more from the 
poor that what is given with the one hand 
by way of rice subsidy (Ihbic I). The ‘Rs 2 
per kg rice programme’ in AP was tam¬ 
pered by the Congiess(l) government two 
years ago and the price of rice for green 
card holders was increased from Rs 2 to 
3.50 per kg and the quantity reduced from 
20 kg to 16 kg per family per month. 
These conditions arc objective enough to 
make one perceive arrack as the major 
cause of ruin of the family life and living 
conditions of (he poor and even the lower 
middle class. 

However, arrack trade uid consump¬ 
tion have definite extra-economic dimen¬ 
sions out of which at least two are most 
important; one is social, i e, the gender 
specificity of the suffering and the other 
is political, i e, criminal portends with its 
ramifications for the political and the civil 
life of the country. Invariably, it is the man 
who blows much of the household income 
on arrack and women of the household 
who has not only to struggle to provide 
for the subsislenrx of the children and the 
household and also end up at the receiving 
end of alt the abuse and betfing that ofien 
goes with the drunken mate. The other, 
i e, the political part is the power wielded 
by the liquor contractors, their criminal 
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only to loss of respect for potittcal pro¬ 
cesses but also loss of ho|K of transfor¬ 
mation for the better. It is in this context 
the demand fa arrack ban by die CPl(ML) 
groups during the last few years in north 
lelangana districts and the women's 
movement starting-off in Nellore district 
acquired a spontaneity and spread all over 
the state. 

THb Events 

White the post-literacy period in Ikmil 
Nadu and ^ndicherry seems to have 
ironically helped the BJP’s newspaper to 
increase its circulation among the neo¬ 
literates, the ‘Akshara Jyoti’ programme 
assisted by the state and CPi(M), has a 
different histaical trajectory in Andhra 
Pradesh, thanks to the radical politicisa¬ 
tion of issues related to the women’s strug¬ 
gles for surviwtl. In Nellore, Chittoor and 
elsewhere, the neo-literate women in the 
villages pledged to fight against the 
“arrack-demon” in the concluding ses¬ 
sions of the Akshara Jyoti programme. 
Since then, a new momentum has been 
unleashed by the women over the last 
three months, lb their credit it can be said 
that they have converted a women’s move¬ 
ment to a people's movement which among 
other issues of class and state power is 
equally concerned with women’s question. 

There is echo of support for the 
CPI(ML) ban on liquor among the Nellore 


by it. Akshaia Jyoti progrumne hu also 
engoidered an urge to survive with dig¬ 
nity—the dignity of labour— as also pro¬ 
tect the household income against the te- 
rack demon' so that their families can sur¬ 
vive and they can educate their children. 
The neo-iiterate rural women’s determina¬ 
tion for survival, for dignity of labour and 
for education of their children has ac¬ 
quired new proportions. A dalit woman 
of Nellore said, “we will not allow arrack 
sates in our village even if they shoot all 
of us women. Better die once than die 
every da^’ 

The anti-liquor mass movement has not 
merely raised a women question as being 
portrayed by the press and a section of the 
intelligentsia but also urgcied its attack 
on the nexus between the so-caiied ’peo¬ 
ple’s representatives’, police and arrack 
contractors. When the women are deman¬ 
ding prohibitbn on arrack for a dignified 
survival, the people’s representatives in the 
state government are busy in talking about 
the impending revenue loss in view of the 
prohibition. When the activists reply that 
the revenue problem is minimal because 
revenue can be generated through sales 
tax. commercial tax. etc and that, in any 
case, during the post-prohibition period 
general consumption of commodities is 
likely to increase in urban and rural areas 
as well, the (jongress government retains 
its usual degree of quietism. In this sort 
of arguments, counter-arguments and 
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more often the silence of the Congress 
government, the oi^oing people's move¬ 
ment has unfolded its concerns to reform 
the family structures as well as exposed 
the class character of the excise policy of 
the ruling parties, both the Congress and 
Iblugu Desam! 

The village committees formed in dif¬ 
ferent villages are invariably led by the 
women of the poorer dalit households. 
These committees do not have any repre¬ 
sentation from the Congress or Tblugu 
Desam. This is true of the most of the 
village comnittees, be in the coastal 
districts or lUangaru. In some villages as 
in Nellore, the upper caste vromen have 
only passive $u|^rt for these committees. 
In other villages like the ones in Ranga 
Reddy district no upper caste women'arc 
even remotely concerned with the strug¬ 
gle against arrack contractors and police 
who are protected by the ruling Congress 
and the opposition Iblugu Oesam. These 
committees however receive political aid 
and moral support from the state-level 
mass fronts lice lana Vigyan ^Mika (aid¬ 
ed by the CPI(M)), the Progressive 
Organisation of Women (aided by a 
CPI(ML) group), and Andhra Pradesh 
Dalit Mahasabha. In Nellore district alone 
where the present mass movement has in¬ 
itially begun, the movement is organised 
by the AntKArrack Co-orrfination Com¬ 
mittee compiising 36 voluntary organisa¬ 
tions. In Chttoor district there are 250 
voluntary organisations, active in the 
village commttces comprising mostly 
women and )outh spread in more than 
200 Villages of the district. 

Aided by these voluntary organisations, 
the village committees led by the women 
‘have pressurised their men u> usually take 
oath in the village temples to stop drink¬ 
ing arrack. In case of violation of the 
pledge, the men would be forced to pay 
a heavy fine to tire temple and the families 
would be banished from the villages. In 
some cases the wives have physically 
prevented thdr men from visiting arrack 
shops but are wondering bow far could 
this tactic sustain when tlwy (women) have 
to go for iransplanlation rery soon. 

in the villages after villages, the women 
squads have discovered three instant in¬ 
struments of struggle-broom, chilli 
powder and fire. They couitter the threat 
from police and the drunken males with 
broomsticks and chilli powder—reminis¬ 
cent of Fakir Mohan Sraapati’s powerful 
short story ‘Ritent Medicine’ and Ketan 
Mehu’s film Mirch Masala’. They attack 
the contractors* dens and set lire to the 
barrels and sachets. These attempts sym¬ 
bolically aim at purification of their 
villages by burning the ‘arrack demon*. 
The messages against the iH-effects of ar¬ 
rack oil the household economy and 
against the nexus of police and arrack 
contractors are spread through graffiti. 


street plays, rallies, door-tonloor cam¬ 
paigns and ptfolk meetings in the villages. 
There is a beautiful graffito which por¬ 
trays how women are marching forward, 
breaking arrack bottles and how the con¬ 
tractor and two police men are shell¬ 
shocked by this crusading spirit of the 
women. The women squads also prevent 
auction sales being organised by the excise 
department—a strategy initially adopted 
by the CP1(ML) ‘daiams*. In Nellore 
alone; they have stalled auction sales 36 
times. This is true of almost all district 
auction counters. As a result, many 
women have been arrested and police have 
filed false cases against them. More and 
more such repression is launched, the 
nexus between bureaucracy, police and ar¬ 
rack contractors is revealed before the 
agitating women. No wonder, the district 
collectors engaged in such auction sales 
arc sarcastically labelled as ‘Indian arrack 
sellers’ (IAS). 

There are villages where women are 
guarding against sales of the arrack by en 
masse squatting in front of the liquor 
shops. They have been preveming peddling 
of sacheu by bicycle or foot, often receiv¬ 
ing not only rebuke but also beatings. 
Most of these women are agricultural 
labourers and many of them are from 
families where they are the main bread¬ 
winners. Their work is seasonal and they 
ate missing the season by keeping watch 
at the arrack shops. Thdr wages arc too 
low to expect any possibility of falling 
back. Thdr menfolk are used to drinking 
with the wages earned by the women. So 
much so in a village in Ranga Reddy 
district when asked about female wages, 
a person answered, that it was ‘tine sachet 
of arrack and R$ I.S0”. Indeed that is 
what he gets when he takes the grain 
received as wages to the liquor shop! And 
there are villages in Mahaboobnagar 
where part of the wages are paid in toddy! 

An Interpretation 

As the movement against arrack un¬ 
folds itself, thoe are two important dimen¬ 
sions which become apparent. One is the 
determined bid by the state, particularly 
the police, the contractors’ himehmen and 
the political parties, to dissipate the move¬ 
ment, and the other is the courage, valour 
and determination with which women are 
organising themselves iqpunst severe odds 
at the village level. The police often resort 
to attack on the agitating women, prevent 
their meetings by denying permission 
wherever possible, and provide protection 
to sell arrack, sometimes resulting in sell¬ 
ing of arrack within the police stations. 
The contractors' goondas have been italul- 
ging in abuse and attack on women in 
villages where they are vidnerabie; and 
attempting to bribe certain sections to 
clandestinely or openly sell arrack in the 


vicinity of poorer housdiokk The govern¬ 
ment or the ruling party h» been trying 
to buy time in the name of gatb^ng 
public opinion, hoping the delay wouM 
dissipate (he movement. The only positive 
effect of the opposition party gimmicks 
appear to be putting fear of loss of votes 
and the consequent restraint on violeBt 
repression by the government. But the 
skin-deep commitment of the opposition 
parties is very well revealed by the total 
absence of any of their representatives at 
the village level committees formed by the 
agitating women. 

The women’s struggle, on the other 
hand, took a number of forms of picket¬ 
ing the arrack shops, in some cases con¬ 
fiscation and destruction of the arrack 
sachets, forming of ‘battalions’ of women 
who would Irep watch in turns at the 
arrack shopi; keep watch on the male 
members who are vulnerable to drink and 
on the arrack ‘poachers’ who would 
clandestinely enter the villages with 
sachets hidden in bags or baskets. There 
are instances of beating up, torturing and 
parading of male members who violate 
the village ban on arrack drinking. Closer 
at the housriiold level there have been 
‘broom treatments’ behind the closed 
doors and refusal to serve food for those 
coming home drunk. 

These actions of the organised agitating 
women are necessary part of the move¬ 
ment and the celebration of their years of 
suffering and suppression. But any at¬ 
tempt to romanticise these actions may 
fall short of the objective of the educa¬ 
tional process which it is supposed to 
serve. The suffering of the women, the 
very sMte of wife and husband speaking 
hate, the absence of love and affection 
within the household, the neglect of 
children and duly drunken brawls and the 
destruction of the very family life are ade¬ 
quate social indifcatora of the degenerating 
quality of life. It is the reflection of the 
shambles into whidi a nasoent civil society 
is reduced and it is very much necessary 
to sec its dialectical relations with the 
‘political society*. It is not enough if the 
women reaiix and agitate against the 
immediate cause—the arrack—that is 
responsible for their miseries. It is much 
more important for them to see that thdr 
misery including arrack is perpetrated by 
the social system which needs to be 
transformed simultaneously but without 
deviating from the immediste objective of 
ban on arrack. 

IV 

Policy Penpective 

The arena of policy relating to liquor 
is most treacherous. If the history of the 
anti-iiquor movements all the world over 
is any guide, it would offer one important 
lesson i e, /Aav is no one-lime univenal 
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poU(y^ The policy if it were to tie respon- 
rive to the interests of the people and 
safeguard people from any adverse mani¬ 
festations, which there would be, should 
be based on time-space specificities. One 
guiding principle is that it should be 
responsive to people’s aspirations and 
ne^ For inaance, whether it was the US 
or Scandinavian countries or China, there 
has been prohibition or scrapping of pro¬ 
hibition and again reintroduction, but all 
the while with one objective of reducing, 
if not eliminating the drink evil and the 
institutions which go with it. Given the 
awareness of these aspects, what follows 
in this section should be seen as a response 
to the immediate context rather than a 
once for all prescription. 

When it comes to outlining the course 
of action on the part of the state, with the 
hindsight of the ingenuousness with which 
even the constitutional directives have 
been flouted, there has been a lot of 
hesitation and even fear. The fear is that 
in the name of a policy of prohibition 
there could be unabated bootl^ging under 
the aegis of the very agencies which are 
supposed to enforce it. These fears 
berame all the more real given the present 
role played by the liquor and liquor money 
in the elections. But, with the people’s 
movement and their proper involvement, 
one hopes for a better enforcement. Keep¬ 
ing this in viewt the following suggestions 
are made. 

Prohibition, if it should be successful: 
(i) should be introduced in phases, (ii) 
should be backed by public opinion and 
widespread education including the 
school, the public media and informal 
channels, (iii) should involve social 
workers, public-minded persons, par¬ 
ticularly women and voluntary organisa¬ 
tions of proven record of good grassroots 
educational activities, and (iv) should have 
monitoring committees, particularly at the 
grassroots level with laige women’s pre¬ 
sence to function as vigilants or watchdog 
organisations with statutory power for 
enforcement. 

The Tek Chand study team on prohibi¬ 
tion (1963) and the Third Five-Year Plan 
make detailed suggestions regarding phas¬ 
ed introduction of prohibition. ProhiUtion 
may be introduced in two phases, in the 
first phase ban arrack, treat arrack in 
tribal areas differently, reduce the number 
of IML outlets to the minimum, let toddy 
be regulated and ban ‘matka’, ‘single 
number' and other forms of gambling 
simultaneously. Let us elaborate each of 
these measures. 

Arrack 

(a) The sale of arrack should be banned 
throughout the state and involve large 
vigilance committees, at ail levels, parti¬ 
cularly at the village level with at least half 
the representatives from among women, 
in the enforcement of the ban. The en- 


roroement should not be icR to the p<^ 
or excise department, (b) As the Third 
Five-\bar Plan suggested in pursuing the 
programme for prohibition, the customs 
and traditions of tribal people must be 
fully respected. The recommendation of 
the Ibk Chand committee needs to be 
given due consideration; “The adivasis or 
scheduled tribes with whom drinking is 
traditional may be allowed to brew such 
beverages to which they ate accustomed 
for their consumption only”. “. ji change 
has to be brought about in their mental 
approach and social outlook through the 
more enlightened members of their com¬ 
munity, than through persuasive law”,. 

Indian-Made Foreign Liquor (IMFL) 

(a) The number of IMFL shops/outlets 
should be restricted to at least one-Fifth 
of the present number. The shops should 
not be given to private trade but should 
be state-owned outlets operating for 
limited number of days in a week and 
limited number of hours in a day. (b) In 
a sute like Andhra Pradesh with an an¬ 
nual consumption of three million litres 
of arrack, one cannot wish away that all 
arrack drinkers would stop suddenly in 
response to a ban. Introduce low duty 
cheaper IMFL which should be sold in 
limited quantity per person. This is based 
on Ikmil Nadu experience, which may be 
improved by restricting the sale to only 
full bottles which would serve as a damper 
on poorer bujers. This is to wean gradual¬ 
ly the hard addicts of arrack in the tran¬ 
sition period and to check such persons 
uking to illicit arrack, which should be 
stamped out with people’s co-qperation. 
(c) The selling and serving of IMFL of 
more than S per cent alcohol content in 
all public places like hotels, resUurants, 
bars, etc, and public functions should be 
banned—a lesson should be learned from 
Ikmil Nadu where'prohibition is made a 
mockery by allowing large number of bars 
recently. There should be restrictions on 
location of IMFL shops in the vicinity of 
public institutions like education^ institu¬ 
tions, religious places, state/national 
highways, etc. 

Toddy 

Ibddy need not be bracketed with 
arrack and IMFL. In view of the low 
alcoholic nature of the drink and its 
entraining the livelihood of millions of 
toddy tappers, toddy should be treated 
separately. It may be necessary to take a 
leaf from the Ibk Chand study team's 
report here; “toddy may be allov^ to be 
served subject to the following safeguards; 
(i) A toiling of 5 per cent alcohol in bulk 
should be Fixed; (ii) The production and 
the sale of toddy should be under govem- 
meni control; (iii) Wherever possible, bot¬ 
tling to guarantee standard, and refrigera¬ 
tion to stabilise alcoholic strength should 
be provided; (iv) The drink may be con¬ 


sumed only at uie place or sale and not 
be allowed to be uken home; (v) The 
quantity of toddy that can be senred to 
an individual should be suitably limited 
and the vendor or barman should be unda 
stetutory obligation not to violate this 
condition; (vi)The price of toddy and the 
tax element, if unavradaUe should be kept 
as low as possible with a view to dissuade 
people from drinking the hard product of 
illicit distillation; (vii) Ihinking should be 
allowed only within regulated hours; (viii) 
The production and sale of toddy within 
a radius of Five to ten miles of palm gur 
centres should be stopped; and (ix) There 
should be an age limit of 21 years below 
which no consumer may be served the 
drink. 

Ulkit Anuck, Drugs, ’Matka] 'Single 
Number’, Etc 

Banning of arrack does not automati¬ 
cally guaranree that poor people would 
switch thdr expenditure towards other 
domestic items like food, clothing, 
children's education, sanitation, etc; that 
would improve the standard of living of 
the entire household. Several studies have 
revealed that a mere ban on arrack would 
not bring about the desired results if it is 
not accompanied by a similar ban and 
strict enforcement of laws relating to il¬ 
licit liquor, matka, single number game, 
drugs, etc, towards which the poorer 
households are highly vulnerable. 

The second phase should be one of con¬ 
tinued campaign with all the sources of 
mass medik against the adverse effects of 
not only alcohol but all kinds of drugs 
and narcotics. This phase should be based 
on the experience gained during the First 
phase, with adequate flexibility towards 
elimination of the possible distortions and 
deviations. Strengthening of education, 
public opinion and grassroots institutions 
against consumption of kquor should 
play a major role. It is essential to keep 
adequate room for debate and constant 
review. The room for discussion, critical 
and continuous evaluation and niodifica- 
tion. Only thus the country can gear up 
to face much graver problem that is loom¬ 
ing large at the horizon, viz, the ‘drugs'. 

PW are grateful U> Progressive Organisation of 
Women (POW), the Co-ordination Conunittee 
for the Women’s Stnig^ Against Arrack, 
R Radhakrishna, R S Raa MSS Psndian, 
G Haragimai. Vimala and K llaiah for their 
help, encouragement or comments.] 
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Changes in Land Distribution in an 
Agrarian Economy 
Measurement of Household Mobility 

Madhura Swaminathan 


IN the research on patterns of transfor¬ 
mation of agrarian society in developing 
countries, an imporunt question relates 
to the nature of household economic 
mobility, in particular, the economic 
mobility of households in terms of the ex¬ 
tent of ownentiip of land, and its implica¬ 
tions for inequality in the distribution of 
land. Papers on this theme that are based 
on empirical eridenoe from south Asia in¬ 
clude Attwood (1979), Cain (1981) and 
Harriss (198S]i and, most recently, a paper 
by Sakti Padhi and K N Nair in this jour¬ 
nal {EPW. March 20-27). This note 
discusses a methodological problem that 
is common to these papers 

Mead Cain's (1981) study is based on 
dau from three villages in the semi-arid 
regions of south and central India (two 
in Maharbstara and one in Andhra 
Pradesh) and one village in Bangladesh. 

I shall comment here only on the evidoice 
relating to Inda and on the Sections that 
deal with changes in land distribution and 
household mobility. (The main theme of 
the paper is the relation between fertility 
and environmental and social risks.) Data 
were collected in 1980 from 119 house¬ 
holds in the three villages; these house¬ 
holds were stratified for purposes of 
sampling into four groups on the basis of 
operational holdings of land. Information 
was collected, first, on the land owned by 
a household at the time of survey, that is. 
in 1980; secondly, on the extent of land 
owned by a household 'at inheritance'; 
and, thirdly, on land transactions in the 
interim. In the case of landless house¬ 
holds, the initial point in time fat in¬ 
heritance*) refers to the time at which the 
household came into independent exis¬ 
tence. Changes in the distribution of land 
and household economic mobility in 
terms of ownership of land were then 
measured between the time of inheritance 
and date of survey. 

As the perbd ’at inheritance’ does not 
rtfer to the sane point in time for all the 
households but rather to different points 
of time for different households, it is not 
meaningful to create a distribution of 
landholdings ’at inheritance’. Cain con¬ 
structs Lorenz curves for the distribution 
of land owned by households ’at inheri- 
lanod (an agpegition of the lamlholdings 


of households at many different points in 
time) and for the distribution of land- 
holdings in 1980 and uses them to monitor 
changes in inequality in landholdings over 
time. He then goes on to construct a 
mobility matrix for the period ‘at in- 
heriunce* to 1980. Since the initial 
reference period is not the same for all 
households, it makes little sense to ag¬ 
gregate them (as is necessary for the 
construction of a matrix) and compares 
economic mobility across households over 
tim& (Note that the creation of a matrix 
implies that die economic mobility of a 
household is being considered in relation 
to the economic mobility of other house¬ 
holds and not just its own past position.) 

Let me give an example. Suppose ( 
surveyed households in a vilage iif March 
1993 and asked each household for infor¬ 
mation on the extent of land it currently 
owned as well as on the land held by the 
household at the time it inherited land (or 
at the time it became a separate house¬ 
hold). Assumnthat, from the households 
surveyed, the range of dates representing 
the point ‘at inheritance’ stretched from 
January 1950 to January 1990. If I then 
followed the Mead Cain methodology, I 
would add up the landholdings ‘at in¬ 
heritance’ of each household, present 
them as a single statistical distribution of 
landholdings ‘at intieritanoe’ (despite the 
fact that ‘at inheritance^ represents dates 
separated by 40 years) and compare this 
distribution with the actual distribution 
of landholdings in March 1993. Note that 
if the year of inheritance is common to 
all households, then a distribution of 
landholdings ‘at inheritance* would be 
appropriate. 

For a study on the impact of new agri¬ 
cultural technologies on village economies 
John Harriss collected data on land- 
holdings and land transactbns from five 
villages in Ihmil Nadu (Harriss 1985]. 
This note only deals with sections of his 
paper that dacuss mobility in tandhold- 
ii^ over time Harriss' ooncqpt of moUli- 
ty is similar to that used by Cain: it is 
based on changes experience by^ house¬ 
holds from the time of iidieriunM to the 
lime of survey in 1964. lb measure mobili¬ 
ty, Harriss also presents matrices of 
change in landownership between the 


DISCUSSION 


‘time of inheritance’ and 1984. It is not 
clear at all how these matrices are to be 
interpreted, since they are based on an : 
aggregation of households that inherited* 
land at different times. (Note that the ' 
criticism here is not of Cairfs or Harriss’s . 
concept of mobility but of the method i 
adopted for measuring mobility.) 

Sakti Padhi and K N Nair in thdr paper 
‘Dynamics of Land Distribution* attempt 
to present, in their words, an Uternative 
approach’ to the study of changes in laild 
distribution. Their method is similv to 
Cain (1981). They write, "the major pur¬ 
pose and point of departure of the pre-. 
sent study is thus to provide a general 
methodological critique of the conven¬ 
tional approach to the study of changes 
in land distribution and the inferences 
drawn, assertions made and speculations 
attempted” (p A‘29). Padhi and Nair use 
data from a li.nd Utilisation Survey that 
covered 27 vllages in Kerala, conducted 
in 1987. Infonrnation on the year in which 
a household came into ind^ndent a- 
istence (in terms of operating land) and 
the land transactions between that year 
and the time of survey is used to 
reconstruct landholdings for what they 
term the ‘point of origin’, fhdhi and Nair 
recognise that the ‘point of origin* is in 
fact not a unique time period because 
‘‘different households in the sample., 
originated at different points in time” 
(p A-31). Despite this recognition, they 
construct a decilewise distribution of 
landholdings at the "point of origin/ 
1970” and use it to investigate changes in 
inequality. (For householtfc which came 
into existence prior to 1970, the year 1970 
was taken as the ‘point of ori^n* since 
data on land transactions were not 
available for earlier years.) "In order to 
get at the distributional change for the 
same households over time, we have 
estimated thechange in decile shares bet¬ 
ween point of origin/1970 and 1987 for 
an unchanging household distribution" * 
(p Ar33. italics in original). (1 read this, 
of course, to mean an unchanging set of 
households.) Next, to examine the nature 
of household economic mobility with 
respect to the ownership of land, they con¬ 
struct a “two-way percentage distribution 
of sample households, by size-class of 
operated area at point of oiigin/1970 and 
size class of operated area in I98r’ (ibid). 
As I tune tried to make clear, constructing . 
a mobility table in which the rows are bas¬ 
ed on an aggregation of land held by 
households in diffmnt years dhbk S, 
p A-33) is not meaningful. 

O W Attwood’s (1979) study of change 
in a village in Maharashtra is even more 
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Ifobtematic since it attempts to compare 
liiiecunvnt distribution of landholdings 
in a village vrith a distribuion of land- 
holdings of the 'same' households two 
genemtions ago. Households were inter¬ 
viewed in IT'O on their current land- 
holdings and male iespondent.s asked to 
recall the extent of land held by their 
fathers and grandfathers. From this, the 
land held by a household in ‘1920’ was 
reconstructed. The term ‘t%0' is used by 
Attwood to refer to the “decade before tlw 
depression >. f the 1930s". As in the other 
examples, the distribution of land in ‘1920’ 
is based on an aggregation of land- 
holdings in different years. 

There are other serious problems with 
Attwood’s study. One of these is the selec¬ 
tion of a multi-generational family as the 
unit of study (Some of the problems 
associated with a multi-generational 
household am in fact, discussed by Radhi 
and Nair.) Attwood restricts the definition 
of a family to a single line of descent, trac¬ 
ing it back from the household interview¬ 
ed in 1970. He does not take account of 
land partitioned among colateiah in any 
of the generations. The comparison of 
land held by a ‘household’ in ‘1920’ and 
in 1970 is based on changes reported by 
a single braiKh of the family. If it were 
the case that two brothers, who formed 
wparate hou.seholds, were interviesved in 
the course of the survey, there would have 
been a double counting of the common 
land owned by their ancestors, in addi¬ 
tion, data based on inter-generational 
recall are likely to be subject to substan¬ 
tial error. Memory lapses were noted to 
be particularly seriou.s among respondents 
from currently landless households who 
recalled that their ancestors owned land 
SO years ago. Attwood .simply assumed 
that their fathers or grandfathen belonged 
to the category of ‘small and medium’ 
landowners. 

Information on intra-generalional 
changes in latidownership is, without 
doubt, of much interest and value to 
students of economic mobSity and rural 
change (as indeed, Cain's and Harriss’s 
work also shows). Such data can be used 
to ask, for example, the following ques¬ 
tions; How matv households lost the land 
that they inherited? How many house¬ 
holds that inherited some land became 
landless? How many household acquired 
land since they came into independent ex¬ 
istence? Did any households that were 
landless at the time of their information 
acquire land later? Are the proportion of 
lahd-loscrs greater than the proportion of 
land-gainers? What proportion of house¬ 
holds owned the same amount of land 
that they inherited? lb take some ex¬ 
amples from Cain’s paper, Cain found 
that the majority of households in his 
survey {S3 percent) experienced a change 


in the extent of land owned betweoi the 
lime of inheritance and 1980. He also 
found that 37 per cent of households in 
his survey acquired land and added to 
their inheritance. 

An interesting example of how data on 
inira-generational changes in landowner- 
ship can be examined is in Bhaduri, 
Rahman and Am (1986). Using data from 
four Bangladeh villages, they investigated 
the economic mobility of households in 
terms of intm-generational changes in the 
extent of land that the households owned 
by creating an index of the ratio of cur¬ 
rent landownership to inherited iand- 
ownership for each surveyed household. 
They then classined households by the 
degree of relative stability in landholdings. 

There are tliee widely used methods of 
collecting dala for studies of economic 
mobility that describe or characterise a 
given group of individuals or households 
at successive points in time [Atkinson 
1980]. First, a longitudinal study can be 
undertaken in which households are 
surveyed in one year and resurveyed after 
a period, say, 25 years. (Atkinson refers 
to this type of data as data collected on 
a prospective basis.) Secoially, data col¬ 
lected in a previous survey can be used 
to identify a household or person for 
resurvey. Thiidly, retrospective dala can 
be collected Grom a household about an 
earlier year, for example, the occupation 
of (or land owned by) a respondent at age 
20 or ‘ten years ago'. (Data on land in¬ 
herited by a hqusehold are also retrospec¬ 


tive data but they ouiy not refer to the 
same year for all households surveyed.) 
The purpose of this note is to show that 
more care is needed in the selection of 
methods of analysis and inferpretation of 
dala that are ba^ on recall and do not 
refer to a unique time period. It is not 
meaningful lo use methods of analysis 
applicable to panel data (for given house¬ 
holds in specific years) to data that relate 
to diffeient years for different households. 
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Tel: 202 00 19 

I'hc films are. 

1) Homhay Our City (1985)- On the daily battle for survival of the 
slum dwellers of Bombay. (Awards: Special Jury Prize, Cinema du Reel, 
France, 1986; Best Documentary^ India, 1986; Filmfarc Award, 
Bombay. India. 1986). 

2) In Memory of Friends f 1990)t On the legacy of Bhagat Singh and 
his relevance in the Punjab of today. (Awards: Jury Prize Manhhcim, 
Germany, 1990; Silver Conch, Bombay, India, 1990; Best Investigative 
DtKumentary, India, 1990). 

■3) In the Name of God (Ram Ke Naamf (1992)-. On the growth of 
Hindu fundamentalism as exemplified in the Ayodhya Conflict. 
(Awards. Filmfare, Best DtKumcntary 1992; Ecumancial jury Prize, 
Nyon 1992, Critics Prize, Friebourg 1992; National Awards Best 
Investigative i^ocumentary 1993). . * Available in Hindi or English 
subtitled versions (Please specify). 
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End of AltemativeR? 


The fundamental aspect of the tiansiiion that human stKicly has 
been going through m the last few years is the end of 
alternatives -not just the erosion <>< altiinatisc teniics ol powci 
and systems of detelupment and goveinaiite (the collapse ol the 
socialist and the thud world poles) hut, though partly related to 
that, erosion ot ideological perspectives, fraincwoilcs ol knowledge 
and modes of consciousness IKK) 


Industry in the Eijri^hties 


The decade of the eighties was a most inteiesiiiig iveriod in the 
history cl Inlian manufacturing industry Duiiiig this {h'iiiuI 
industry broke loose of the stale of tagnanw tliai had persisted lor 
much of the previous two decades Ihis growth e-pisoJr was, 
however, terminated abruptly at the end ol the de adr when the 
government was foiced to resort to a piogiainme ol demand 
contraction and import compression to laekle j balance ol 
payments ciisis of unprecedented magnitude An e\|)luiaiiun of the 
intei linkages between industnal giowth in the eighties and elements 
that impinged on it such as demand, piodiiciivity, costs and prnes, 
investment, employment, stinclurai change and the halatiec t>! 


commodity iiade 

VAT in a Federal 
heonunty 

for all Its meiits initoduclion of 
value added tax in a country 
with a federal sfiueture is 
fraught with dnftcuhies A 
model for moving towards VA! 

Ill a large fedeial ecunuiny such 
as India 1108 

Panehayatb and Power 

Despite the apparent success of 
panchayati ra| in West Bengal, 
the overall domination of the 
privileged classes over the rural 
power siruclurt remains 
unchallenged. 1080 

Privatiaatiun 

Does the government have a 
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LETTERS TO EDITOR 


Tax-Sharing 

IN my article ‘Towards an Alternative 
System of Tkx Sharing in India’ (EPIV, 
March 20-27) it was suggested that the 
states’ share in central taxes should be 
fixed as a percentage of the total ^ross tax 
revenue of the ixnlre composed of income 
tax inclusive of penalties and interest, cor¬ 
poration tax, customs and union excise 
duties, additional excise duties in lieu oi 
sales tax and taxes levied under Articles 
268 and 269 of the Constitution and that 
this percentage should be 33.33 per cent 
of the centre’s total gross tax revenue com¬ 
puted on this basis as against the present 
share of states in the divisible pool of 
taxes, which works out to around 25 per 
cent of the gsoss tax revenue composed 
of income tax, corporation tax, customs 
duty and union excise duties and addi¬ 
tional excise duties in lieu of sales tax. The 
working for arriving at the above percen¬ 
tage is indiciXed below; 


Base Year 
1990-91 
(Rs Crore) 


1 

Cemie’s tax revenue 



(1) Union excise duties (sharable) 
inclusive of earmarked 
cesses on various com- 


modities (not sharable) 

24,514 


(2) Customs duties 

20,644 


(3) Corporation tax 

5,335 


(4) Income tax 

5,371 


(5) Wealth tax 

231 


(6) Expendituic tax 

82 


(7) Other taxes and dunes 

1,399 


Total 

57,576 

11 

Article 268 


(a) Stamp chities 

tb) Duties on medicinal, alco- 

2,087 


hoiic arxl toilet pieparations 

40 

III 

Article 269 



Central sales tax 

3.105 

IV 

Interest and penalties in the 



case of income ut\ (estimate) 

200 

V 

Yield from pre-emptive pur¬ 
chase of properties in metro- 



politan cities (estimate) 

100 


Total 

63,108 


Currently the share in central taxes 
accruing to the states is as follows: 



1990^91 
(Rs Crore) 

(1) Devolution 

14,5.35 

(or 25.24 per cent 
of Rs 57,576 crore) 

(2) Central sales-tax 

3,105 

(3) Stamp duty 

(4) Ikx on alcoholic. 

2,087 

medicinal preparation . 40 

Ibial 

19,767 

(or 31.32 per cent 
of Rs 63,108 crore) 


It may thus be seen that 33.33 per cent 
of centres gross tax revenue recommend¬ 
ed in the paper is higher than the share 
currently accruing to the states. Besides 
a share of one-third to the states and two- 
thirds to the centre will represent a good 
balance in sharing of tax revenue between 
the centre and the states. As already 
stated, taxes and duties listed under Ar¬ 
ticles 268 and 269 are either grossly under- 
ecploited or not exploited at all while 
items like interest and penalties and yield 
from pre-emptive purchase of properties 
in the case of income tax arc not even 
added to the divisible pool. As explained 
in the paper, the proposed model could 
possibly lead to much higher buoyancy of 
several taxes and duties which now remain 
‘sleeping beauties’. 

S Gurumurihi 

Madras 


Selective Amnesia 

CHRISTOPHE JAFFRELOT’s asceptic’ 
approach to history ‘Hindu Nationalisin; 
Strategic Syncretism in Ideology Building’ 
(EPtV, March 20-27) brings into sharp 
focus the crius that has overtaken the in¬ 
tellectuals who had been dominating the 
Indian scene for almost a century. Jaf- 
frelot has marshalled literature to argue 
that Ram Mohun Roy and Swami Daya- 
nand had attempted to ‘invent a golden 
age' or ‘invent a tradition’ to counter the 
threat posed by Christian missionaries. 
This invention or discovery; according to 
him, was a myth which was used to pro¬ 


vide (tspectabiiity to Hinduism. He also 
discusses the formation of the Hindu 
Sabha and Hindu Mahasabha as move¬ 
ments to ‘confront militant Islam’, which 
led to ‘political crystallisation of Hindu 
nationalism’. 

It is not intended here to enter into 
detailed discussion on the content or the 
presenution of Jaffrelot’s paper, instead, 
attention is drawn to the glaring omission 
of a number of important bets concern¬ 
ing the argument. The BiUe was closely 
associated with the British flag. Earlier, 
Christianity thrived when the Portuguese 
conquered Goa. A quarter of the popula¬ 
tion was converted to Islam following the 
Muslim conquest of India. Incidentally, 
why is it that the entire population was 
not converted, as happened in the case of 
Iran? Why (fid ndt the Hindus ‘invent 
tradition’ wh«n they came in contact with 
Christianity, Islam and Judaism in the 
early centuries of the Christian era? Final¬ 
ly, coming back to the role of the Hindu 
Mahasabha, the author omits the fact that 
it got virtually no scat and only a tiny 
fraction of votes in the elections held prior 
to independence, when the Hindus voted 
overwhelmingly for the Indian National 
Congress, while the Choice of the Muslims 
was mostly the Muslim League. 

Could it be that such selective amnesia 
among the dominant intellectuals of India 
has led to the revival of ‘Hindutva’ and 
the ‘Hindu Rashtra’ movement which has 
plunged the country in the Ram Janma- 
bhoomi-Babri Masjid crisis? 

D Banerji 

New Delhi 
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Dog Days 


T he thunderstorm all of a sudden lashing Amethi has 
provided the alibi for postponing the scheduled session 
of the All-India Congress Committee. The real reason for 
the postpononent must however be the tidings conveyed by 
the parliamentary and state assembly by-election results. The 
Jullundur swallow has been unable to make for a Congress(I) 
summer. From everywhere else in the country, the results arc 
uniformly disappointing. In Gujarat, the Bharatiya Janata 
Party has without question rcl^ated the prime minister’s par¬ 
ty to the second position. In the single by-'election held in 
Karnataka too, while the BJP could not win, it has at least 
succeeded in breathing down the neck of the Congress(I). 
if credence is to be given to reports received from diverse 
sources, the Congressfl), fighting a lonely battle against both 
the DMK and the AlADMK in adversarial roles, had little 
chance of success in the Lok Sabha by-polls for the Palani 
constituency in Ihmil Nadu; the prospects were hardly better 
in Ottapalam in Kerala. By postponing these two by-elections 
for altogether specious reasons, the Chief Election Commis¬ 
sioner has saved the Congre$s(l) from extreme discomFiture 
No such escape hatch was however available in Andhra 
Pradesh; the party lost both the assembly by-elections in that 
state to the Telugu Desam Party by sizeable margins. No 
respite waited for it in Bihar either. l.aloo Prasad Yadav has 
seen to it that not only the Janata Dal victor decimated the 
BJP in the fay-election for the Patna Lok Sabha seat by a 
margin of more than one-and-a-half lakh; he satisfied 
himself additionally by seeing to it that the Congress(l) can¬ 
didate came a very poor third. 

These results—to which one should now add the message 
underlying the outcome of the panchayat elections in West 
Bengal—in the overall constitute a major disaster story for 
the Congressfl). The south seems to be caving in, and, in 
case the kind of coalition of Muslims, backvraid classes and 
scheduled castes Laioo Prasad Yadav has been able to ce¬ 
ment in Bihar were to be repeated in Uttar Pradesh and 
elsewhere, the Congress(l) might cease to be even the second 
most important party in Aryavarta. By raising the demand 
that the party must apologise to the Muslim community for 
the demolition act at Ayodhya, Arjun Singh might b^ up 
to a point, grinding his private axe; the sentiments are 
nonetheless widespread inside the party that tomorrow might 
not necessarily be another day unless a drastic reappraisal 
takes place in its general strategy and tactics, and that faith 
in the inertia of the system would no longer effect a rescue 
act. The thunderstorm at Amethi must have therefore come 
as a godsend to the prime minister and his close supporters. 

The fay-dection results must have provided some extra food 
for thtMifht to the BJP as well. Its assumption of the in¬ 
evitability of capturing power at the centre if only the general 


elections were hurried suddenly looks much less realistic than 
it did in the aftermath of the Ayodhya frenzy. True, it is close 
to making a breakthrough in Karnataka; in the rest of the 
south though it has a very long way to go before it could 
cease to belong to the also-ran category. Along with its ally, 
the Shiv Sena, it might succeed in getting a sizeable number 
of seats in Maharashtra should a general election be 
forthcoming; a clear-cut victory for it in that state still looks 
unlikely. One may, for the sake of argument, go along with 
the suggestion that, if present trends persi.st. it should do 
extremely well in Gujarat, Rajasthan and Madhya Pradesh. 
In contrast, in the case of that most crucial state with 85 
seats in the Lok Sabha, Uttar Pradesh, the prognosis can 
scarcely be cheerful. For. were the Janata Dal to succeed in 
working out a measure of an electoral arrangement resembl¬ 
ing the Bihar coalition of castes and commumties, and 
Mulayam Singh Yadav persuaded to endorse the arrange¬ 
ment, the poll outcome in the country’s most populous state 
is more likely than not to be a toss-up. In ca.se Choudhury 
Charan Singh’s son chose to move in with the C'ongress(l), 
the 85 Lok Sabha seats might in that event lx; split about' 
evenly three-ways. That would leave the Bharatiya Janata Par¬ 
ty a very considerable distance away from the realisation of 
the dream of enjoying a plurality in the ix>k Sabha. 

The May by-clections could thus herald a change in 
mood among the political parties. The BJP might not 
continue to be as strident in its demand for an immediate 
general election as it was during the past few months. At the 
other end, the Janata Dai-Left Front combine need not be 
as hyper-apprehensive about the outcome of a snap poll as 
it has been till now. Whether such a general election will 
actually eventuate will therefore lare ly dep upon the 
manner the inner tensions work thcmsc/e. <>.)•. -vithin the 
Congress(l) party. One conceivable reai liou !o the setback 
in the by-elections would be to clov? mok.s and try to 
postpone the evil day of a general election as long as 
possible. Those in the party, who have meanwhile convinc¬ 
ed themselves that the longer the present leadership remains 
in charge, the greater is the cfTtainty of hastening the party’s 
doomsday, might be itching to force a showdown. If push 
comes to shove, they need not be greatly averse to effecting 
a vertical split in the party, which would make .sedting a fresh 
mandate from the electorate inevitable, if, against this 
background, the Americans were to make up their mind to 
indulge in some not-so-gentle arm-twisting over Kashmir, 
things would become even more complicaied. Whatever 
direction the political developments take, it is a fair guess 
that the much-vaunted economic reforms would, in such 
dicufflstances, have to ride on a roller-coaster. And that could 
contribute fralher to the Congres$(i)’s woes. 
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STOCK MARKETS 

Dancing to Speculators' 
Tune 

THE Bombay Stock F-xchange (BSE) 
authorities have permitted short sales 
without delivery being effected in all the 
94 scrips of the so-called ‘specified’ group, 
though with a daily margin of 30 per cent 
and carryforward sales restricted to Rs 
lakh in a single scrip and Rs 3 crore in all 
scrips together. This has been done osten¬ 
sibly “in view of the steady^ trend in share 
prices in the last few days”. The stock 
market is yet to recover from the upheaval 
caused by the bank-cum-stock market 
scam. Brokers are obviously anxious to 
boost market activity which has taken a 
beating in the wake of the .scandal. The 
average daily turnover of the BSE which 
had touched Rs 317.01 crore in April 1992 
dippetl to Rs 71.74 crore in December 
1992; since then it has improved to Rs 
170.70 crore in April 1993. The govern 
ment is also apparently playing the bears 
against the bulls, to ensure that share 
prices remain attractive to foreign finan¬ 
cial institutions. The central budget for 
1993-94 did not, quite rightly, provide any 
large and diieci incentives for the cor¬ 
porate sector and the capital market, but 
the government could not resist the 
pressure when equity prices in the secon¬ 
dary market slumped continuously and 
had to come up with some additional in¬ 
centives for saving; an increase in the ex¬ 
emption limit for income-tax purposes 
and a higher limit for saving in specified 
media, raised from Rs 7,000 to Rs 10,000, 
for tax rebate purposes. This helped to 
perk up sentiment in the share market and 
the BSE sensitive index (1978-79-100) 
moved up from 2,037 on April 26 to 2,358 
on May 21. The permission granted for 
short sale has encouraged bears to pull 
down prices, with the BSE index steadily 
declining *n lower levels thereafter. Ram¬ 
pant speculation, it is reported, has re¬ 
surface in the stock exchanges as a result 
of a number of companies entering the 
market to bolster up their own share prices 
in an attempt to counter the manipula¬ 
tions of beat operators. 

The BSE authorities' ai rioii raises the 
basic question whether organised specula¬ 
tion is at ail necessary for the healthy 
development of the capital market. The 
question was posed and answeted some 
years back by the G S Paid Committee 
on Stock F.xchangc Reforms. The com¬ 
mittee had underscored that in the 
Bombay .stock exchange only about 8 per 
%nt of all share transactions represented 
purchases and sates of securities by in¬ 
vestors; the rest were forward or specu- 
ative transactions. This was so despite the 
fact that forward trading had bwn of- 
ficiaily banned as far back as in 1969. 
Subsequently the authorities themselves 
brought in forward trading by the back- 
Inor in the guise of the 14-day delivery 


and carrytorwara sysicin. unuci_ wuiwu 
transactions are allowed to be carried for* 
wan) almost in perpetuity through renewal 
of contracts and payment of contango 
(‘badta’) charges or, in rare cases, 
backwardation charges (‘undho’ or ‘ulta 
badia’). In April 1993, out of a total turn¬ 
over of Rs 2,048.35 crore, Rs I,597.l0croie 
or 78 per cent was in the 94 ‘specified’ 
scrips, the bulk of it spireuktive. The l^tel 
Committee accurately labeled such tran¬ 
sactions as ‘gambling in differences’, with 
no intention to take delivery of the shares 
purchased and to give delivery of those 
sold. Such carryforward deals are restric¬ 
ted to the 94 ‘A’ group scrips and so the 
argument that they help to create liquidity 
in individual scrips is without much basis. 
They do not serve the objective of con¬ 
tinuous price formation in a majority of 
the scrips. Despite ail the molly-coddling 
by the government, or rather because of 
it, the share markets serve primarily the 
interests of speculators from among share 
brokers and operators from the corporate 
world. Such a closed-door arrangement 
encourages a number of malpractices in¬ 
cluding, to quote the Patd Committee, 
“extensive insider trading, manipulation 
of markets, evasion of taxes, generation 
and proliferation of black money and, 
above all, frequent crises and growing in¬ 
stability of the markets”. The goveinment 
and the stock market community never 
tire of claiming that there has now 
emerged in the country a 25 million strong 
shareholding public with a strong invest¬ 
ment consciousness. If that be so, there 
is that much less need for a class of 
speculators to provide liquidity and 
marketability for individual scrips. The 
time is therefore just right to effect reform 
of the stock exchanges on the lines recom¬ 
mended by the Patel Committee. 

Against this background, the reported 
decision of the Securities and Exchange 
Board of India (SEBi) to consider replac¬ 
ing the present 14-day settlement by a 
system of options and futures calls for a 
second look. The objectiw, it would seem, 
IS mure to provide a so-called level 
playing-field lor bulls and bears than to 
curb the speculative urges on both sides. 

IMMUNISATION 

Blinkered Approach 

T HE government of India's high profile 
umveisal immunisation programme was 
launched in 1985-86 with the objective of 
immunising 85 per cent of infants against 
diseases preventable with vaccines, that is, 
tuberculosis, measles, diphdieria, whoop¬ 
ing cough, tetanus and polio Programmes 
were prepared to reduce neonatal tetanus 
mortality to less than 1 po’ 1,000 and the 
polio incidence rate to 0J3 per 1,000 
children in the age-group zero to four 
years. The programme also covered 
pregnant women with the objective of 
preventing maternal and neonatal deaths 
due to tetanus. Ai that time and subse- 


been aritk^as narrowly technical 
which was likely to fail in the absence of 
a comprehensive approach to disease 
eradication. 

The Comptroller and Auditor General’s 
review of the programme nrav shows that 
while the programme has not entirely 
failed, there are major lapses which will 
make even the limited objective of eradi* 
eating immurisable diseases, leave alone 
the others, difficult to achieve. And these 
problems are precisely the kind which 
occur in the absence of a broad-based ap¬ 
proach to preventive, promotive and 
curative health. 

The report finds that ordy eight states 
have fully achieved the target under all the 
vaccines, and in seven states the achieve¬ 
ment under one or all vaccines has been 
90 to 99 per cent. Four states, including 
Bihar, have not achieved even 60 per cent 
coverage. In the case of pregnant women, 
the repori finds that only six states have 
achieved the largel of 100 per ent im¬ 
munisation, while five slates have not 
been able to achieve even 60 per cent 
coverage. 

By way of explaining the shortfall the 
ministry has pointed out the vastness of 
the programme; that it covers 23 million 
children who have to be contacted four to 
five times and 25 milibn pregnant 
women. Certainly it is true that the UIP 
in India is perhaps the largest such pro¬ 
gramme anywhere in the world. That is 
all the more reason, however, to ask what 
the limits of such a programme are in the 
absence of a good, efficient health infra¬ 
structure and a hoii.stic health programme 
This is especially important in the context 
of the new policies which will further 
enhance the trend to invest in high pro¬ 
file programmes which are supposed to 
yield visible quantitative returns. 

The most telling comment on the 
limitedness of the technical approach is 
the report’s comment on the reliability of 
the data. In state after state the CAG has 
found that reported achievements were far 
in excess of actual performance when 
results were cioss-checked against records 
of vaccine consumption. In Karnataka, 
among the more progressive states in 
health care, the total quantity of vaccines 
used during a month/year was less than 
the quantity of vaccine required for the 
total immuniation reported in IS PHCs 
which were checked. Even in Kerala with 
its positive health indices, the total 
number of vaccinations under DPT, OPV 
and TT exceeded the quantity of vaccines 
used by as much as 43 per cent in some 
cases. In Punjab, performance reports in 
S2 subreentres were inflated by 9 to 160 
per cent. A state core team review in Uttar 
Pradesh showfcd that while a 69 per cent 
achievement had been reported in all 
distrias for al vaccines, only two districts 
had achieved this performance. 

The most telling comment on the pro¬ 
gramme comes from tlw report’s findings 
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of aeriotts Upiet ia upecU such at 
survriihuice, monitoring of preventable 
disote occurrence and trainii^ of suff 
and information and communication ac¬ 
tivity. Many states had not even identiried 
surveillanoe centres and in others tht^ had 
not started functioning. In 14 states, in¬ 
cluding Andhra Pradesh. Assam, West 
Bengal, UP and Bihar, there had bwn no 
survey review of infant monaitty and mor¬ 
bidity due to these vaccine preventgbie 
diseases. Funher, in some states, even 
when polio vos reported from the area 
under immunisation coverage, there had 
been no investigation. 

Training of workers and communica¬ 
tion are two aspects which strengthen the 
quality of the programme and which en¬ 
sure that the activity of immunising 
children and pregnant women does not 
become an end in itself. The programme 
could also be used as an opportunity for 
health education. It is precisely these 
aspects which have been grossly neglected. 
The report finds that few of the PHCs 
maintain records on training, which would 
indicate that this is among the neglected 
aspects. Targets without sqpponive pro¬ 
grammes of education can have disastrous 
effects on the entire preventive and pro¬ 
motive programme. 

CONGRESS 

Convenient Morality 

HUMAN resources development minister 
Arjun Singh is an innovative tactician. He 
knows well hov to embarrass his double 
leader—as prime minister and party 
president—without breaking any formal 
rules. After the setback he suffered in his 
well orchestrated Surajkund AlCC adven¬ 
ture over the demand for P V Narasimha 
Rao’s relinquishment of one of his dual 
posts, he has this time come out with the 
suggestion that the Congres$(l) should 
own up its moral responsibility and 
apologise for its failure to prevent the 
demolition of the Babri Masjid. The 
demand has certainly much to recom¬ 
mend itself. However, it raises not a few 
relevrani questions as well. 

First of ail, why has it taken Arjun 
Singh about half a year to raise this sen¬ 
sible demand? There was never any doubt 
about the fact that the union goverrunent’s 
conduct vis-a-vis the mosque demolition 
objectively amounted to colludirig with 
the ^ngh parivar’s criminal actions at 
Ayodhya. 

Secondly, why has Arjun Singh picked 
the Babri Masjid affair only? Do not the 
iUo government and the Congress party 
owe apologies for some other similar 
criminal fiulures? For instance; the failure 
to cuib the %iv Sena blr^bath in 
Bombay? As also for the failure to book 
the self-protessed perp^mtors of the 
murders and mayhm? 

More pertinently, does this moral 
responribility begin with the Nararimha 


Rao regime spedfically to suit Arjun 
Singh's sparring for his own personal and 
factional advantage? In other words, 
would he care to extend his moral-ethical 
posture to the late Rajiv Gandhi’s time? 
Tb demand the regime's and the party’s 
apologies for their failure to protect the 
lives and properties of innocent Sikh 
people in New Delhi from murderous 
Congressd) gangs? Is he prepared to stand 
up to the ancien regimes ‘loyalists* in the 
party and carry forward—indeed back¬ 
ward in time—his moral-ethical crusade 
in the party circles? U indeed he would 
do so, he would come out as a knight in 
shining armour. Otherwise, he would be 
regarded as a charlatan in a moralist’s 
cloak. 

HINDUTVA 

Deja vu 

A correspondent writes: 

THOSE who arc drawing parallels bet¬ 
ween what is happening in India today 
with the rise of Nazism in Germany are 
too often accused of being simplistic or 
Euro-centric. But hair-splitting quibbles 
over the exact definition of the Sangh 
parivar’s strategy and tactics belong to the 
safe area of academic and semetic 
discourse for future historians. Right now 
in our country, people with a sense of 
history suffer from an eerie feeling of deja 
vu when they listen to the BJP leaders, 
and they cannot but remember with fear 
the rhetoric that accompanied the rise of 
Nazism. 

Take for instance the recent statement 
of the former UP chief minister and 
senior BJP leader Kalyan Singh at a 
meeting in Patna where he advocated the 
creation of an ‘Akhand Bharat’ by annex¬ 
ing (“rc-inlegrating”, in his words) 
Pakistan and Bangladesh to India. The 
ideological tools of this as.sertion are 
embedded in the philosophy of his leader, 
Guru Golwalkar of the RSS, who in his 
Bunch of Thoughts propounded his 
organisation’s expansionist designs by 
claiming Afghanistan, Iran, Burma and 
Sri Lanka as a part of ‘Akhand Bharat’. 
This is how Hitler started—by laying 
claim to adjoining territories—and drew 
his country into an apocalyptic adventure. 

The parallels do not end here. Another 
member of the Sangh parivar, Bal 
Thackeray of the Shiv Sena, when faced 
with the complaint that Indian Muslims 
were beginning to feel like Jews in Nazi 
Germany, retorted: “Have they behaved 
like the Jews in Nazi Germany? If so, there 
is nothing wrong if they are treated as 
Jews were in Germany" (in his interview 
with the Time magazine. January 2S). 
Thackeray’s unabashed defence of his 
emulation of Nazi methods to solve the 
‘Muslim question’ in India again has 
its roots in the philosopl^ of Guru 
Golwalkar. Writing in 1939, during the 
height of Naa terror, he was all praise for 


Germany for keeping up the "purity of the 
race and its cultuie" by “purging the coun¬ 
try of the semetic races—the Jews". He 
followed this up with the observation: 
“Germany has also shown how well nigh 
impossible it is for races and cultures, hav¬ 
ing differences going to the root, to be 
assimilated into one united whole, a good 
lesson foi us in Hindustan to learn and 
profit by!’ Hitler’s gas chambers were 
needed to preserve the purity of his ‘race 
and culture'. His Hindu followers, in order 
to 'purge the country of Muslims’ have to 
organise massacres in Bombay, Surat and 
other parts of the country. 

rhe parallel can be extended to the role 
of the state t«x'. Just as in the late 1920s, 
the German state allowed it.vcif to be bam¬ 
boozled by Hitler into amccdtng his 
demands, the present Indian government 
IS at limes a silent spectator of—and quite 
often, an active accomplice in—the 
massacre of members of the minority 
communities by the Sangh parivar. 

Terms like ‘lascism’ or ‘Nazism’ may 
not have indigenous equivalents in our 
vocabulary. But that does not mean that 
the behaviour pattern implied by those 
terms is alien to certain sections of 
Indians. By adopting the brutal tactics 
from the Nazi past, and soldering them 
to a Khomeini-type ideology ol religious 
divisiveness and aggressive intolerance of 
dissent of the present limes, llindutva is 
becoming the Indian version of Nazism. 

HUMAN RIGHTS 

Indonesian Way? 

WHILE a bill on human rights is on the 
parliamentary anvil and rhe powers that 
be along with their imernaiionai patrons 
have been engaged, with a lot of fanfare, 
in ‘promoting’ human rights in the coun¬ 
try, the actual developments at the ground 
level are revealing more and more blatant 
violation.s of these precious rights. One 
docs not have in mind merely the cases m 
the Kashmii valley or the stale of Punjab, 
about which there is no hide-and-seek in 
any quarters. The present piece has its 
focus on the Punjab police’s recent exploit 
in Calcutta. 

A plain-clothes commando unit of the 
Punjab police some days ago raided a 
slummy hutment in a sleepy area in east 
Calcutta in the early dawn and riddled a 
Sikh couple with bullets, before escaping 
with their bodies in a car without a trace 
or a trail. Some Calcutta newspapers laud¬ 
ed this ‘exploit’ as evidenceof the high ef¬ 
ficiency of the Punjab poScc outfit and 
the corresponding inefficiency of the Wst 
Bengal police. Initially, the Punjab police 
itself acknowledged the action and claim¬ 
ed the ’credit’ it supposedly merited. The 
union home ministry, however, with a bet¬ 
ter understanding of the implications of 
this action, rescaled some uneasiness. The 
West Bengal Left Front government also 
was muted in its reactions and recorded 
some mild protest against the encroach- 
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mcni oi ns junsaiciKHUu preserve by me 
Punjab pol^ without its knowledge and 
approval. 

More recently, however, die champions 
of such derring-do are having second 
thoughts. Though the Punjab police, says 
The Telegraphs Chandigarh correspon¬ 
dent, “are behind ihc May 17 killing of 
the Sikh couple in Calcutta, they will not 
admit it because an FIR has been lodged 
by the Calcutta police”. “The men involv¬ 
ed”, he continuc.s, “will be charged with 
murder”, particularly as a woman against 
whom the police had no charges at all has 
also been wantonly gunned down. The 
Left Front government and some of its 
admirers are annoyed, it seems, more 
because of the Punjab police's violation 
of West Bengal’s jurisdiction. They are 
yet to condemn the illegid and brutal 
murders. 

This is no isolated case. The Telegraph 
report adds; “The union and slate home 
ministries are flooded with complaints 
from many states besides West Bengal, in¬ 
cluding Gujarat, Himachal Pradesh, 
lammu and Kashmir and Uttar Pradesh 
against the high-handedness of the 
Punjab police!' 

it is a pity that even human rights 
organisations have not reacted to this 
atrocious event as strongly and as widely 
as they should have This failure may pave 
the path for India's going Ihc Brazilian or 
Indonesian way. where the police in mufti 
regularly underiake.s Ihe liquidation of 
peopi; whose colour of the eye or shape 
of the nose they mav not fancy. 

POLITICS 

Just Dc'serts 

GIVFN the Congicss tradition, 
Nara.simha Rao and his cohorts should 
now shift the venue of theii aborted AICC 
session to 'I irupati oi some such pilgri¬ 
mage centre. A display of penitence and 
propitiation of Hindu denies may be on 
the cards with the ‘secular’ ruling party 
keen to overcome both the natural disastei 
that reduced its proposed extravaganza in 
Amethi to a fiasco, and the man-made 
disaster that ^^lell i uiri for us candidates 
« the recent by-elcctions. 

Gandhi blamed human sins for the 
lihar earthquake. His followers who may 
x looking for sins to explain the Amethi 
squall, need not go far in Iheir search. The 
misdeeds committed by the Congress 
leaders constitute a rich corpus of what 
can be regarded as sins by any religious 
standards. The moot question is whether 
the Congress leaders are prepared to 
acknowledge as a sin —even by their own 
heavily Hindutva-oriented standards— 
their action in making the UP administra¬ 
tion take away the farmland of $00-odd 
families of Amethi tmd nearby villages tc 
construct the fancy township for the 
AICC session there. The affected farmers 
do no: know whether their land buried 


tifider tire sfushy ddbrii of the hqge pandal 
can be salvaged for phMtghhif a^i^-They 
do not know also whether they will be able 
to identify their old individual plots, all 
of which have been ironed down beyond 
recognition into one vast stretch of asphalt 
roads and a flattened space for the 
‘tamasha’ of the Congress leaders. 

Rwple in other pans of India too chose 
to punish the Congress sinners. If the re¬ 
cent by-election results are any indication, 
the popularity of the Congress appears to 
have taken a nose-dive in some of the 
major sutes like Gujarat, Bihar and 
Andhra Pradesh. While in Gujarat, out 
of the six constituencies it has lost to the 
BJP in four, in Andhra Pradesh in both 
the constituencies where elections were 
held, the lelugu Desam won. In Bihar, the 
Congress candidate for the prestigious 
Patna Lok Sabha seat lost his security 
deposit. 

It is not as if the political parties which 
defeated Ihe Congress in these elections 
are any better than the Congress. While 
the BJP has established its notoriety as a 
murderous force, both the Tciugu ciesam 
and the Janata Dal have managed to 
emulate the Congress in skulduggery. But 
the popular verdict in favour of these par¬ 
ties suggests the complex psyche of the 
voters who in some areas may be swayed 
by the appeal of 'Hindutva', and in some 
other areas by a pure hostility towards the 
Congress which during the last crucial 
months has made a mess of everything— 
whciher the Ayodhya tangle, Ihe charges 
of corruption against a Supreme Court 
judge or Kashmir. 

Those among the Congress leaders who 
are trying to salvage the parly's image 
present a pathetic picture. Arjun Singh is 
suggesting that the party offer an apology 
for the destruction of the Babri Masjid— 
to woo back the minority vote bank. If 
Arjun Singh is all that concerned about 
the hurt sentiments of Ihe Muslims only 
(although some Indian citizens of other 
religious beliefs were also hurt by the 
demolition of the Babri mosque), he 
should have the courage to demand the 
punishment of the prime minister himself 
and his cronies who connived at the 
demolition, instead of suggesting a ritual 
modelled on the Catholic practice of 
Friday confessions. His other party col¬ 
leagues are busy wooing the Hindu vote 
bank by soliciting the services of the 
notorious godman Chandraswami to 
organise a 'yagna' to counter the ‘sants’ 
and ‘mahants’ of the Sangh parivar in 
Faizabad. 

The atavisitic search of the Congress 
today for salvation through religious 
regression is partly a continuity of the 
Hinduism-oriented tradition with which 
the Congress got identified, and partly 
reflects' the present ideological oisis of the 
party which has failed to formulate and 
put into practice a concept of secularism 
tuned to the complex Indian situation. 


TWENTY YEARS AGO 

EPW, May 26, 1973 

Since the days of the British the lop 
echelons of (he bureaucracy and the police 
have never had any doubts about their 
dispensability to the political rulers who 
themselves have, in recognition of this 
fact, heaped on these functionaries per¬ 
quisites and privileges to mark them out 
from the masses as well as from the rank 
and nie of their own services. However, 
(his method of managing the bureaucracy 
and the police through an elite orficer 
cadre appears to be losing some of its ef¬ 
fectiveness. Here again the higher educa¬ 
tional levels of the new recruits may be 
one material factor; another may be Ihe 
very real distress imposed on the lowest 
levels of these services by economic 
stagnation and inflation. One of the 
significant aspects of the mutiny of the 
FAC ill UP was the intense resentment 
agaiost Iheir superior officers among Ihe 
ordinary constables and head-constables 
it brought 10 light. Elsewhere too the de¬ 
mand for a wider diffusion of Ihe tangi¬ 
ble rewards of indispensability must be 
growing among the police forces. 

The government's immediate riposte to 
the rebellion of the PAC in UP will be ex- 
ixrctedly harsh; but after the more active 
participants have been individually dealt 
with, something would have to be done 
to mollify the rank and file of the PAC. 
Whatever form this takes, the result would 
be a further increase in expenditure under 
the head 'police' in Ihe state budget. 

The prospect, clearly, is one of con¬ 
tinuous expansbn of the size of the cake 
devoted to keeping Ihc defence and police 
torces in good humour. It has been 
estimated that already what the central 
and state governments gpend on these 
forces exceeds their total developmental 
expenditure. The process has a self- 
sustaining quality about it: the less that 
is spent on development, the greater the 
government's dejiendcnce on Ihe forces of 
law and order and the larger Ihe expen¬ 
diture on them which in turn leaves less 
for development. The Planning Commis¬ 
sion's ‘Approach’ sports two models of 
development, described as ‘variants’, for 
the Fifth Plan: oie promising growth and 
the other promising growth plus more 
equitable distribution. To Ihe list may be 
added a third ‘variant’ under which there 
is little growth and no redisiribution but 
which seeks to take care of the adverse 
consequences of these dericicncies by 
larger and larger expcndilwc on the forces 
of law and order It may be loo rynical 
to suggest that. Ihe Planning Commis¬ 
sion’s own preferences notwithstanding, 
this is the r^ ‘preferred variant’ of Ihe 
political rulers. But it may not be at all 
far fetched to piognoslicatc that (lus is the 
‘variant’ which is most likely to prevail in 
practice. 
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IN THE CAPITAL MARKET 


Shree Pacetronix 

SHREE R^CETRONIX is taking to manu¬ 
facturing cardiac pacemakers, after having 
tmded in them since the year 1989. Ihch- 
nology for the manufacturing operations 
is being provided by Bio-Rue Ibchnology 
of the USA, which is a pioneer like Bio- 
Control Ibchnology and Cardio-I^ce 
Medical in the manufacture of cardiac 
pacemakers. BPT will be manufacturing 
the pacemakers for the Indian market. 
The project is appraised by State Bank of 
Indore to cost R$ 3.78 crore. Of this 
Rs I.1S crore is the technical know-how fee 
payable to BPT. Expenses on foreign 
technicians are estimated at Rs I.2I crore. 
BPT will be having a 6.7 per cent stake 
in the Indian company, which is issuing 
equity shares worth Rs 2.09 crore to the 
public in lO-ngKC shares at par. The issue 
opens on June 8 with Sute Bank of Indore 
and CRB Capital Markets acting as the 
lead managers. The company is also is¬ 
suing 38,000 shares to NR Is. The pro¬ 
moters are contributing Rs 80 lakh. The 
test of the financing of the project is to 
be done with a term loan of Rs 59 lakh 
from the Madhya Pradesh Audyogic Vikas 
Nigam and capital subsidy of Rs 10 lakh. 
The project at Pithampur, MP will have 
a capacity of 4,800 numbers of cardiac 
pacemakers. Trial runs have been taken in 
May and production is to start in June. 
The company will be manufacturing non¬ 
programmable pacemakers and program¬ 
mable pacemakers. The non-programma¬ 
ble ones will be available at a price of 
Rs 11,000 and the programmable ones at 
Rs 22,000. The cost of the imported 
machines comes respectively to Rs 20,000 
and Rs 35,000. Demand in India during 
1993-94 is estimated at 8,000 machines. 
BPT is to buy up 30 per cent of Shree 
F^oetronix’s annual production for a period 
of five years. The company will work at 
50 per cent capacity in 1993-94, at 60 per 
cent in 1994-95 and at 70 per cent in 
1995-96. It will have sales worth Rs 3.30 
crore, Rs 3.96 crore and Rs 4.62 crore 
respectively for the three years with ex¬ 
pected profit after tax at Rs 44.03 lakh, 
Rs 56.38 lakh and Rs l.ll crore and EPS 
of Rs 1.42, Rs 1.84 and Rs 2.34. 


Ram Leather Exports 

Ram Leather Exports, incorporated as 
a private limited company in 1988, started 
manufacturing leather shoe uppers in 
1991 in Pondicherry, exporting them to 


Italy. It is now setting up capacity for 
manufacture of shoes and leather gannents 
of 500 pairs and 150 pieces, respectively, 
besides 900 purses and 150 handbags, per 
day, all for exports. The projea is apprais¬ 
ed by Bank of Baroda to cost Ks 4.75 
crore to meet which the company is issu¬ 
ing 40 lakh equity shares of Rs 10 each 
at par and offering 23.40 lakh shares to 
the public and 10 lakh shares to the NRIs. 
The issue is opening on June 9 under Bo6 
and Indbankas lead managers. The com¬ 
pany's present share capital is Rs 60 lakh 
while it enjoys with BoB working capital 
facility of Rs 75 lakh. As the project goes 
into produetbn it will be taking up the 
present production of shoe uppers so far 
exported. For exports, the company plans 
also to enter the market in Germany, while 
it has appointed Lampomacchine Inter¬ 
national of Italy as its marketing agent in 
Europe and the US. The company is pro¬ 
moted by T S Janaki Raman and others. 
The projections of sales with increase in 
capacity utilisation from 60 per cent to 
start with to 80 per cent subsequently for 
the three years 1993-94, 19W-95 and 
1995-96 are Rs 11.96 crore, Rs 13.95 crore 
and Rs 15.95 crore, nespectitely, and those 
of net profit Rs I.OI crore, Rs 1.35 crore 
and Rs 1.70 crore. The project is to start 
on two- shift basis from the middle of 
June in order to make up for a delay of 
some two month.s. 


Asian Alloys 

Asian Alloys, promoted by Pawan 
Sachdev and manufacturing special steel 
castings and ingois at Faichgarh, Punjab, 
is another company to be in the market 
on June 9. It is issuing 26 lakh equity 
shares of Rs 10 each at a premium of Rs 5 
per share and offering 17.22 lakh shares 
to the public under BOI Finance and PNB 
Caps as lead managers. The capital issue 
is towards the Rs 5.67 crore project to ex¬ 
pand the existing capacity from 21,500 
tonnes per annum to 60,900 tonnes per 
annum. Following the capiul issue the 
comparty’s share capital will stand increas¬ 
ed from Rs 80 lakh to Rs 3.40 crore After 
a backlog of initial losses was wiped out 
in 1991, Asian Alloys has reported for the 
year 1992-93 increase in net profit from 
Rs 23.10 lakh to Rs 46.13 lakh with turn¬ 
over recording a rise from Rs 18.81 crore 
tO' Rs 23.43 crore The cost of expansion 
project as is appraised by Bank of India 
at Rs 5.67 crore is to be financed with the 
proceeds of the capital issue of Rs 3.90 


crore (including premium amount of 
Rs 1.30crorek term loan of Rs 1.50 crore 
from the Punjab State Industrial Develop¬ 
ment Corporation and intanal acci uals 
of Rs 27 lakli. The company is making the 
capital issue at a premium of Rs 5 per 
share on the basis of the equity’s book 
value of Rs 30.9 and ERS of Rs 170 dur¬ 
ing 1991-92. The expanded capacity is to 
come into operation in August this year, 
but optimum production is expected only 
during 1995-96. Meanwhile, the company 
has projected a turnover of Rs 39.11 crore, 
Rs 44.70 crore and of Rs 50.29 crore 
respectively for the years 1993-94,1994-95 
and 1995-96, with net profit correspon¬ 
ding to Rs 1.54 crore, Rs 1.93 crore and 
Rs 2.31 crore. EPS for the three years is 
estimated at Rs 4.52. Rs 5.67 and Rs 6.79, 
respectively. 


Indo-American Cement 

Indo-American Cement Corporation, 
a company making a capital issue of 
1.30 crore equity shares of Rs 10 at par 
on June 8, has the name American to it 
to the extent that its plant and technology 
are approved fcy the Construction Techno¬ 
logy Ijiboralories, l)S.A. The same are. 
however, being provided by Pittie Cement 
and Industries, an existing company in the 
field. The sigipiy of the same by Pittie 
Cement for Indo-American Cement have 
been approved by the American company 
for the use of vertical shaft kiln (VSK) 
technology for setting up what is to be the 
world’s largest cement plant based on this 
technology. While Pittie Cement is also 
to lend its marketing facilities, the require¬ 
ment of limestone of 1 ndo-Amcricaii 
Cement arc to be sourced from the quar¬ 
ries of Piirie Minerals and Metals. The 
promoters, Rajeev Bhansali, Anil Mehta, 
Arun GocI arid others, have sought this 
arrangement as new-comers in the field. 
The company is setting up three cement 
plants of 200 tonnes per day capacity to 
manufacture annually 1.80 lakh tonnes of 
cement using VSK technology at a capital 
cost as low as Rs 892 per tonne of cement 
compared to die industry’s present average 
of Rs 2,500 po- tonne The project, located 
at Jodhpur in Rajasthan, besides, is to 
have a short gesution period, as it is ex¬ 
pected to go into production in August 
this year. In addition, a 15 per cent divi¬ 
dend is forecast in the very first year of 
production; the rate is expected to be 20 
per cent two years later for 1995-96. The 
project is appraised by United Bank of 
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Imtia to cost Rs 16.05 crore. Mudi of this 
is being financed with equity share capital 
of Rs 13 crore (promoters contributing 
Rs 3.25 croic), while of the balance 
amount Rs 2.10 crore is to come from 
lease and hire purchase of machinery and 
Rs 75 lakh by way of deferred payment. 
During 1993- 94, the project is to work 200 
days to yteld Rs 13,95 crore of turnover 
and Rs 2.72 crore of net profit with an¬ 
nualised F.PS of Rs 3.13. The turnover and 
net profit for 1995 % are projected at 
Rs 23.72 crore and Rs 3.90crore, respec¬ 
tively. Out of t he capital issue of 1.30 crore 
equity shares, the company is offering 78 
lakh shares to the public and 19.50 lakh 
shares to the NRls. The Issue opens June 8 
under SBI Ct|)s and Wcizmann Industries 
as lead managers. 

Namaste Exports 

Namaslc Exports, currently engaged in 
the manufacture of finished leather, 
leather garments, leather goods and textile 
outerwear, is embarking upon an inte¬ 
grated project covering modernisation of 
the tanneries, expansion of leather gar¬ 
ment and textile outerwear manufacturing 
facilities and also diversifying into shoe 
manufacturing activity by establishing 


facilities for the purpose. The total funds 
lequiicment for undertaking the expan¬ 
sion programme has been estimated at 
Rs 30 crore fay State Bank of Mysore. Tb 
raise this amount, the company is enter¬ 
ing the capitid market with a public issue 
of Rs 30 lakh equity shares of Rs 10 each 
at a premium of Rs 90 per share aggre- 
^ting Rs 30 crore. The company is pro¬ 
moted by K Narayana Bhat and his wife, 
Madhura N Bhat. The company’s sales 
turnover at Rs 2.88 crore in 198^85 rose 
to a staggering Rs 53.56 crore in 1991-92. 
That for the year ended March 1993 is 
Rs 74.55 crore (unaudited). In 1991-92, 
besides the award for the highest export 
of leuher garments, the company has won 
a special plaque for overall export of 
leather and leather proudas from the 
Council for Leather Exports, Madras, it 
has also got the ‘trading house’ status 
conferred by the ministry of commerce, 
government of India. The expansion/ 
modernisation of the tanneries and textile 
outerwear will be completed neit month 
and the shoe manufacturing unit will start 
commercial production in October 1993. 
The isisue opens on June 24. Listing of the 
shares will been the Bangalore, Bombay 
and Delhi stock exchanges. 

~JK 


COMPANIES _ 

Uncertainty over Fertiliser Price 
Policy 


Jairaj Kapadia 

WORKING of Varindcr Agro Chemicals 
has gone haywire because of uncertainty 
in government policies for the fertilisers 
industry. The directors call this a transient 
phase and arc hopeful that the uncertainty 
would be ending soon and there would 
result a higher offtake of single super¬ 
phosphate fertilisers which the company 
manufactures. However, operations for 
the period from April 1991 to June 1992 
have been much affected by the unsettled 
government policies. At the same time, 
while in order to finance its ongoing 
writing and printing paper project by way 
of diversification, the company has made 
a further call on shareholders for invest¬ 
ment of funds (a rights issue of equity 
shares at cent pes cent premium of Rs 10 
per share aggregating Rs 934.50 lakh was 
made in November 1992), it has exercised 
waiver of dividend for the 15-montli 
period in review. The directors mention in 
this connection the financial constraints 
due to the blocking of huge amounts with 


the government against subsidy claims 
and state they have decided to conserve 
resources and not recommend any divi¬ 
dend to shareholders. 

The previous financial paiod also was 
of 15 months, as the company had clos¬ 
ed the financial year in March 1991 in¬ 
stead of in December 1990, Then and also 
now it rai.scd fresh funds from share¬ 
holders, having made in that period an 
issue of partly convertible debentures, 
which were oiTered also to the public, and 
which was followed up with a rights issue 
of equity shares as mentioned above. In 
the meantime, the company decided to ex¬ 
pand the capacity of the writing and prin¬ 
ting paper project at Barnala in Sangrur 
district. Punjab from 57.50 tonnes per day 
to 72 tonnes per day. to make the project 
economical. 

Meanwhile production of SSP ferti¬ 
lisers was I,0(XI19 tonnes and of sulphuric 
acid 60,840.435 tonnes for the IS-month 
period under review compared to 147.253 


tonnes and 76,326 tonnes icspectiveiy for 
the 15 months ended March 31,1991. The 
turnover for tire period under review was 
Rs 3,799.72 lakh compared to Rs 4,296.45 
lakh for the previous period. The fail in 
production and turnover is attributed by 
the directors to uncertain fertilisers 
policies. Hovrever, there resulted a surplus 
profit of Rs 282.19 lakh which together 
with the previous balance brought forward 
of Rs 229,91 lakh aggregated Rs 512.10 
lakh. All of tills amount is carried to the 
balance sheet. As said earlier, the direc¬ 
tors are hopeful of a turn for the better 
in fertilisers. At the same time, capacity 
utilisation of the paper project is expected 
to enhance results and profitability during 
the current year. 

WOOLWORTH (INDIA) 

Success Story in Wool 

Woolworth (India), a wool tops com¬ 
pany. has taken so fine a headstart in the 
very first year of operations that one 
wonders how the once famous company 
in the field, Modclla Woollens, has turned 
sick. Modclla Wollens has rcach^ a state 
of virtual non-redemption, as was denied 
assistance by Central Bank of India under 
a scheme of rehabilitation sanctioned by 
BIFR. M against that Woolworth (India), 
on successfully implementing the' wool 
tops projea and with the spinning unit 
consistently working at optimum capacity 
utilisation levds, produced during the year 
ended March 31, 1992, 8,45.282 kg of 
worsted yarn and sold a quantity of 
9,03,862 kg. thanks to an opening stock 
of 69,924 kg in hand. The sales realisa¬ 
tion together with Rs 4 lakh of waste was 
of the order of Rs 3,157 lakh. The worsted 
yarn produced was of high quality and 
readily accepted in overseas markets in 
general currency area. Foreign exchange 
earnings for the year were of the order of 
Rs 3,153 lakh and exceeded foreign ex¬ 
change outgo amounting to Rs 2,228 lakh. 
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The compangr hat been granted the 
coveted Vi^taark by the international 
Wool Secretariat. UK. With the excellent 
lesponse to the quality of the products, 
the operations for the year 1992-93 are ex¬ 
pected to be still more encouraging. 

Meanwhile, after tte wool t(^ spiiuiing 
plant, the silk division was at an advanc¬ 
ed stage of implementation during the 
year under review, it has a spUt location— 
the degumming unit is at Malda in West 
Bengal and the spinning unit is at Raipur 
in Madhya Pradesh. The Malda unit and 
the silk tops unit at Raipur have since 
gone into production. With the spinning 
unit following suit, the company is to have 
started commercial production of spun 
silk/coil yarn. An expansion programme 
was also under way during the year of the 
worsted spun yarn 100 per cent export- 


oriqnted unh to i^Ue exiting produc¬ 
tion capacity during 1992-93. The cotn- 
pany has a Ucmised capacity of 787 ton¬ 
nes of worsted yam, 136 tonnes of silk 
spun yam and 209 tonnes of coil yam. 

During 1991-92, there were earn^ ex.- 
port incentives of Rs 139 lakh while the 
company made a gain of Rs 163 lakh from 
foreign exchange fluctuations. These form 
part of ‘other income' for the ymr. The 
ngure of cash and bank balances which 
swelled from Rs SIS lakh to Rs 4.ISS lakh 
includes remittance in transit of Rs 174 
lakh and receipt on debenture application 
account of Rs 3,77S lakh as against which 
equity share application refund account 
has stood reduced from Rs 474 lakh in the 
previous year to Rs 23 lakh. The deben¬ 
ture application account is due to a rights 
issue to the shareholders of 35,22,600 


12.5 per cent pwtiy convertible debentures 
at Rs 90 each, bnkles to the employees, 
workers and Indian .working directors, ag¬ 
gregating Rs 3,170.34 lakh. The issue was 
made to provide required finance for the 
100 per cent export-oriented worsted spun 
yam expansion project at Raipur and the 
spun silk/coil yarn project b«ng imple¬ 
mented at Malda in W»t Bengal and at 
Raipur. The rights offer received over¬ 
whelming responses from the shareholders 
and the issue was oversubscribed with IS 
per cent of oversubscription retained by 
the company. 

WYETH LABORATORIES 

Cost Hise Contained 

Preliminary results announced by. 
Wyelh Laboratories for the year ended 
March 31. 1993 have shown growth in 
sales in gross Tigures from Rs 2,892 lakh 
to Rs 3,383 lakh with a sharp rise in gross 
profit ftom Rs 302 lakh to Rs 491 lakh 
and increase in net profit from Rs 141 lakh 
to Rs 242 lakh. As the full report of the 
year’s working is awaited and will be 
available some two months later, the im¬ 
proved results have followed the better 
outturn by the company foi the previous 
year ended on March 31, 1992. 

Growth in sales during that year was 
pronounced at 37.1 per cent, the gross 
amount increasing from Rs 2,109 lakh to 
Rs 2,892 lakh, while profit before tax 
registered a smaller rise of 16.6 per cent 
from Rs 230 lakh to Rs 268 lakh. As the 
directors have explained in their report, 
that was because of the ad>er$e impact of 
the inflationary pressures and the inor¬ 
dinate delays in receiving from the autho¬ 
rities adequate cost compensatory selling 
price revisions for the end products. As 
profits have now perked up by almo.st 72 
per cent, it appears the company has been 
successful in surmounting those pressures. 

If so, this is refreshing. For (he direc 
tors in their report for the year 1991-92 
had talked of the pharmacetttical industry 
going sick after it had remained an ‘un¬ 
fortunate exception’ to the liberalised in¬ 
dustrial policies which the government 
had still not extended to this industry. 
However, the situation has turned better 
now, though the new drugs policy is still 
taking time to be announixd. Meanwhile, 
during 1991-92, Wyeth Laboratories turn¬ 
ed a net earner of foreign exchange with 
exports made of high technology bulk 
steroidal intermediate and formulations of 
an order of Rs 367 lakh against Rs 114 
lakh in 1990-91. The foreign exchange 
outgo, including Rs 293 lakh for import 
of raw material, was Rs 315 lakh. 


'The Week’a Companieg (Ks hkhf 


Financial indicators 

Varinder Agro 
Chemicals 

Woolworth 

(India) 

Wymh 

Laboratories 

June 

mz 

March 

1991 

March 

1992 

March 

1991 

March 

1992 

“war’ 

1991 

iHcome/expenm/pmfns 

Net sales 

3549 

4207 

3157 

476 

2670 

2066 

Excik duly 

48 

37 

_ 

_ 

222 

143 

Other income 

199 

24 

388 

103 

29 

too 

increase (decrease) in year-end 
finished stock 

NA 

NA 

33 

268 

50 

(It) 

Raw materials consumed 

2140 

2127 

1511 

464 

1364 

860 

Bower and fuel 

Other mslnufatlurins expenses 

82 

93 

109 

26 

175 

145 

76 

102 

43 

12 

51 

40 

Labour cost 

141 

144 

54 

16 

455 

378 

Other expenses 

788 

1113 

276 

67 

376 

344 

Operating profits 

573 

438 

1585 

262 

339 

289 

Interest clMtges 

124 

114 

263 

71 

37 

34 

Gross profits 

449 

324 

1322 

191 

302 

235 

Depirciation 

169 

116 

205 

61 

34 

23 

Profits before tax 

280 

208 

1117 

1.10 

268 

230 

Ihx provision 

— 

33 


.. 

127 

108 

. Profits after tax 

280 

175 

1117 

130 

141 

122 

Dividends 

— 

75 

268 

41 

66 

35 

LiabHilies/asseis 
niid up capital 

1277 

584 

1338 

I370»* 

388 

388 

Reserves and surplus 

2624 

952 

%l 

104 

601 

521 

Long term loans 

— 

1912 

2302 

1082 


Short term loans 

1706 

813 

2113 

827 

303 

III 

Other liabiliiies 

612 

574 

4555 

830 

476 

376 

Gross fixed assets 

4142* 

1744* 

4215 

2360 

666 

611 

Accumulated depreciation 

NA 

NA 

269 

6' 

508 

476 

Inventories 

296 

378 

804 

719 

888 

707 

Of which finished goods 

NA 

NA 

301 

268 

534 

484 

Receivables 

1235 

979 

1472 

476 

571 

433 

Loans and advances 

261 

174 

908 

121 

126 

III 

Cash and bank baiances 

119 

96 

4155 

515 

24 

8 

Investments 

16 

1307 





Other assets 

149 

IS6 

84 

83 



Ibtal liabiliiics/asseis 

6219 

4835 

11369 

4212 

1768 

1397 

ICty financial mihs 
llimover ratio 

0.57 

0.87 

0.28 

0.11 

LSI 

1.48 

Return on sales W 

I2.6S 

7.70 

41.88 

40.13 

11.31 

12.34 

Return on investmeniW 

7.22 

6.70 

11.63 

4.53 

17.08 

18.23 

Return on equity (W) 

7.18 

11.39 

4S.S9 

8.82 

14.26 

13.41 

Earning per share 

2.19 

3 

8.34 

0.97 

3.62 

3.13 

Dividend (W) 

— 

24 

20 

_ 

17 

13 

Book value per share (Ri) 

30.56 

26J2 

17.18 

11.01 

23.46 

23.42 

Current marka price 

14 


I66JS 


130 


P/E ratio 

6J9 

— 

T9.93 

— 

33.91 

— 


• After accumulated deprcaation of which the amouai is not disdoied in abrkited htlanoe sheet 
published. So also nor stock of finished goods. Hence NA—nor available 
** Including Rs 40 lakh hdvanoe from pronioieis. 

Wsolwoith (Indial’s Report shows provision of Rs 41,07.970 for dividend propened for 1990-91. 
The rate of dividend is not coveted. 
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STATISTICS 

ladcK NvnaWns WhoieMle Price* 





Vuiatkxi (per cent) 




Latest 

Over 

Gver 

Over 





(IMI-C « (00$ 

Weight 

Week 

Last 

Ltm 

March 27, 





15-5-93 

Month 

%ar 

1993 

1992-93 1991-92 

1990-91 

1989-90 

AU Commodities 

100.0 

235.0 

0.5 

6.0 

l.l 

9.8 

13.7 

10.3 

7.5 

Primaiy Articles 

31) 

233.5 

-0.2 

-11 

0.5 

7.3 

18.1 

13.0 

2.2 

Food Artictes 

17.4 

271.8 

-0.1 

3.5 

1.0 

12.3 

20.2 

11.8 

1.2 

Non-food Articles 

10.1 

222.9 

-0.4 

-0.7 

-0.8 

-0.6 

18.0 

17.0 

3.6 

Fuel, Fdwci, L.ix(>i end Lubricants 

10.7 

246.0 

0.4 

14.9 

0.4 

14.1 

13.2 

113 

3.6 

Manufactured l^ntducts 

37.0 

233.8 

0.9 

6.8 

1.5 

10.5 

11.3 

8.4 

11.3 






Viuiation (per cent) 



Coat of Liviog lodioe* 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

Match 







1992/93 

Month 

War 

1992 

1992-93 1991-92 

1990-91 

1989-90 

Induitrial Worken 1982 > 100 

243’ 

0.4 

6.1 

6.1 

6.1 

13.5 

II.2 

6.3 

Urban Non-Manual Employees 1984-85 » 100 

205" 

— 

9.6 

6.8 


13.5 

11.0 

6.9 

Afrkuhural Labourers July 80 to 

1,053’ 

-0.5 

3.8 

3.8 

3.8 

19.3 

7.5 

3.2 

June 61 = 100 













Variation (per cent in brackets) 



Money ami Eiankini' 


Latest 

Over 

Over 

Over 





Unit 

Fortnight 

(30-4-93) 

Last 

Last March 31, 







Month 

Ybar 

1993 

1992-93 1991-92 

1990-91 

1989-90 

Money Supply (M,) 

Rs crore 

3,77193 

6,337 

50,35) 

14.929 

46,316 

49,560 

34.486 

37,457 



(1.7) 

(15.5) 

(4.1) 

(14.7) 

(18.5) 

(14.9) 

(19.4) 

Net Bank Credit to Government Sector 

Rs crore 

1,83,757 

10.850 

21,152 

9,583 

16,274 

24,589 

23.048 

20,676 

Bank Credit to (Commercial Sector 

Rs crore 

210,142 

484 

24,315 

4,083 

24,389 

24,173 

21,443 

23,822 

Net Foreien Exch Assets of Bankins Sector Rs crore 

25,318 

1,163 

6.208 

1,982 

6,155 

10,098 

1,915 

-149 

Depotitt of Scheduled Commercial Banks 

Rs crore 

174,744 

-1,208 

38,504 

7,597 

36,389 

38Jtl7 

25,583 

26,809 



(-0.2) 

(16.3) 

(18) 

(15.8) 

(19.8) 

(15.3) 

(19.1) 

Advances of SkJteduled Commercial Banks 

Rs crore 

1,55,517 

290 

21980 

4,463 

25,462 

9,291 

14,848 

16,734 



Latest 

ttfeek 

21-5-1993 

(01) 

(14.8) 

(3.0) 

(20.3) 

(8.0) 

(14.6) 

(19.8) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

21,062 

-635 

6,695 

866 

5,385 

10.223 

-1,383 

-795 

US S mn 

6,704 

-291 

1,092 

237 

746 

3.383 

- 1,137 

-854 

Index Numbera of Industrial 


Latest 








Production 

Weight 

Month 

Averages for 

• 

Variation (per cent) 


(198041 l(K}) 


(Oct 92) 1992-93 1991-92 1991-92 1990-91 1989-90 1988-89 1987-88 I 

CenemI Index 

100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 8.5 

8.6 

8.7 

7.3 

Mining and Quarrying 

Manufacturing 

11.5 

215.4 

207.7 (3.5) 200.6 (-1.0) 

0,8 4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0 (2.2) 190.8 (-2.4) 

-1.4 9.1 

8.6 

8.7 

7.9 

Electricity 

Baik InauMries 

11.4 

278.4 

261.7 (4.5) 250.5 

(7.9) 

8.3 8.7 

10.8 

9.5 

7.7 

39.4 




3.8 

5.4 

9.9 

5.6 

Capital Goods industries 

16.4 





. . 17.4 

22.4 

7.0 

15.9 

Inicnnediate (joods Industries 

20.5 





6.1 

4.3 

11.5 

4.8 

Consumer Goods Industries 

23.6 


, . 



10.4 

6.3 

4.2 

6.5 

Durable Goods 

2.6 





14,8 

1.7 

12.0 

7.8 

Non-Durable Goods 

21.0 





9.4 

7.5 

2.5 

6.2 

Foreign IVadr 

Unit 

Latest 

Cumulative for* 







Month 










(Feb 93) 

1992-93 

1991-92 

1991-92 

1990-91 1989-90 

1988-89 

1987-88 

Export 

Rs crore 

5,312 

47134 

38.930 

43,978 

31553 

27,681 

20.232 

15,674 





(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

5.096 

57,302 

42917 

47.813 

43,193 

35,416 

28,235 

22144 





(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Ttade 

Rs crore 

216 

-10,068 

- 3,987 

-3,835 

-10,640 

-.7,735 

- 8,003 

-6,570 

Employment Exchange Staliatica 

Unit 

Latest 

Cumulative for* 






Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 



Number of Applicants on Live Register 

Thousand 

37.171 

37,171 

36.098 

36,300 

34,632 

32,776 

30,050 

30,247 

Number of Registrations 

Thousand 

537 

4,188 

4.862 

6,238 

6,541 

6,376 

5,963 

5,465 

Number of Vacancies Notified 

Thousand 

34 

316 

365 

460 

490 

599 

544 

621 

Number of Placements 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

National Income 

Unit 

1992-93 

1991-92 

1990^91 

1989-90 

1988-89 

1987-88 

1986-87 

1985 86 

Gross Domestic Product (current prices) 

Rs crore 



310,899 

194,763 

160,03 133,799 

2,08,533 

1,86,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

211.168 

2,12,316 

1.88,009 

1,70,205 

1,63,271 

1,56,566 

1.50,433 

1,44,865 


(4.2) 

(1.2) 






1,790 

Capita Income (I98((-8I prices) 

Rupees 

2122 

1174 

2.069 

1,902 

1,871 

1,844 

1,813 


(2.2) 

(-1.1) 







* Up to the latest month for the current year and Cor corresponding period last yea 

r. . . Not available. 




f^otes: (1) Supenenpi numenU denotes month to which figure relates, e g, supersenpt' indicates that the figure is for January and so on. I 

(2) Figures in brackets denote percentage variations over the comparable period of the previous year. 
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CIVIL LIBERTIES 


India's Report to UN on Human 
Rights 

A G Noorani 


The proposed National Human Rights Commission will have no 
jurisdiction over paramilitary forces and will have no power to 
hold any inquiries on complaints against the army. It also restricts 
the definition of ‘human rights’ to rights enforceable under Indian 
law. Can such a body be effective in containing human rights 
violations? 


ON May 20,1 he otTicial spokesman of (he 
ministry of external affairs told the press 
in the wake of the Mallott visit, that 
India’s “commitment to human rights is 
second to none'’. Why then does its action 
belie its words consuntly? No one denies 
that the Constitution embodies funda¬ 
mental rights and that our record on 
human rights, on the whole, is the best in 
the third world. It is also a fact that to 
large segments of our society justice is 
denied and not merely because of econo¬ 
mic and social reasons. Justice is denied 
partly because the judicial process is slow, 
sluggish, expensive and yet inadequate, 
and is morcovei, not completely free from 
the taints of corruption. But the greatest 
culprit is the executive. The law enforcing 
agencies are simply not conscious of the 
concept of human rights generally The 
bureaucrats aic insensitive. The politicians 
in power are indifferent if not cynical. 

The union home minister S B Chavan’s 
rhetoric on human rights is appalling. On 
May 14 he moved in the Lok 5iabha the 
Human Rights Commission Bill, 1993 to 
set up the National Human Rights Com¬ 
mission. It will not have jurisdiction at all 
over the paramilitary forces. There will be 
no power to hold any inquiries on com¬ 
plaints against the army and the para¬ 
military forces. The Commission will 
simply forward the complaint to the 
government, hear its response and make 
a recommendation which may not be 
published. 

The bill restricts the definition of 
‘human rights’ to rights enforceable in 
Indian law. The Commission can be pack¬ 
ed with as many as three secretaries to 
the government of India out of eight 
members. Three Others will be govenunent 
appointees—chairpersons of the National 
Commission for Scheduled Castes and 
Scheduled THbes, tlie Minorities Commis¬ 
sion and the National Commbsion for 
Women. The chairperson will be a sitting 


or formal judge of the Supreme Court. 
Can such a body inspire public con¬ 
fidence? Even to visit jails it will need per¬ 
mission of the state government like any 
private citizen. 

If the bill is no evidence of earnest nor 
is the gross and consistent delay on the 
part of the government of India in filing 
its periodic report on its observance of the 
two International Covenants on Civil and 
Political Rights and on Economic, Social 
and Cultural Rights. The report on the 
Covenant on Civil and Political Rights is 
submitted to the UN secretary-general 
who transmits it to the Human Rights 
Committee set up by Article 28 of the 
Covenant. India satisfied the Covenants 
only on March 27, 1979 with serious reser¬ 
vations set out in the instrument of 
ratification. The sum and substance of the 
reservations is to reduce the scope of the 
Covenant of Civil and Political Rights to 
that of the restrictions on fundamental 
rights in our Constitution. 

Not till 1964 was India's first report 
examined. The second report was due in 
1985. It was submitted only on July 12, 
1989 after seven reminders had been sent 
to the government of India. The third 
report was due on July 9,1990. it has not 
yet been submitted though the commit¬ 
tee extended the deadline for submission 
until March 31, 1992. So much for the 
claim that India’s “commitment to human 
rights is second to none’’. 

It may be recalled that the second 
report was examined by the committee at 
New York on March 26 and 27,1991 when 
India was represented by G Ramaswamy, 
the then attorney-general. The members 
of the committee do not repiesewt govern¬ 
ments but are experts who sit in their 
personal capacity. The grilSng of Rama¬ 
swamy was commented on widely in the 
press most notably by Nandita Haksar. 
In March 199 j Amnesty International 
published a paper on the enunination of 


the second report by the Human Rights 
Committee. The then attorney-general, 
K Parasaran. appeared before the commit¬ 
tee when the first report was examined. 
Members pointed out to G Ramaswamy 
that the shortcomings which Parasaran 
had promised that India would remove 
continued to persist. 

For the first time, the 1992-93 Annual 
Report of the union home ministry has 
a chapter on Human Rights (pp 38-41). 
It says, “there was no specific provision 
in the Allocation of Business Rules, 1%I 
for dealing with matters relating to 
Human Rights as a separate subject. A 
decision was therefore taken to make such 
a provision under the charge of the 
Ministry of Home Affairs, A number of 
steps were taken by the mmistry during 
1992 to counter the propaganda..!’ 

It seems that this is the prime aim. 
There follow references to Amnesty’s 
reports and the government of India’s 
responses to them and to the moves to 
set up a Human Rights Commission. “A 
Human Riglus Cell was created in the 
Home Ministry’’. Discussions on ‘Custo¬ 
dial Crimes’ are also referred to. The only 
tangible ‘action’ was the organisation 
of a training programme in co-ordination 
with the National Police Academy ‘for 
sensitising officers’ on human rights. 
UNESCO has a training programme The 
UN Human Rights Divisiofi in Geneva 
also provides help in such matters. Not 
only officers but constables also need to 
be taught what human rights is all about. 
We are told that states have been advised 
to set up human rights cells to monitor 
and follow up “cases of alleged human 
rights violations by the law enforcement 
agencies’’. 

The home ministry report refers to the 
visit in November 1992 by an Amnesty In¬ 
ternational delegation. “The visit marked 
the start of a constructive dialogue with 
Amnesty international, which is propos¬ 
ed to be continued in the same spirit!’ The 
next step should be to allow Amnesty’s 
representatives to visit Kashmir—-especi¬ 
ally since our commitment to human 
rights is second to none. 


Subscribers who have received 
renewal notices are guested to 
renew their subscriptions without 
delay to ensure continuity of supply 
of copies. 
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COMMENTARY 


Panchayals and Left Politics in 
West Bengal 

Pon>nM‘Hh Acharya 


Despite the apparent ‘success’ of panchayati raj in West Bengal 
under l^eft Front rule, the overall domination of the privileged 
classes over the rural power structure remains unchallenged. 


WEST BENGAL is going for anotner 
panchayat election by the end of May 
1993. The Left Front is sure to win the 
election with an overwhelming majority. 
West Bengal has a three-tier panchayat 
system. On June 4, 1978, after 14 years, 
direct elections were held to elect 56,000 
representative for 15 zilla parishads, 324 
panchayat .swiitis and 3,242 gram pan- 
chayats under the West Bengal Panchayat 
Act, 1973. According to the provisions of 
the 1973 Aci, panchayats will have their 
normal lenns 01 four yeare. It is to the 
credit of the Left Front government that 
panchayat elections are being held regular¬ 
ly sinte 1978. 

Democratic decentralisat-on through 
panchayats as a means to asher in a new 
social order for the socio-economic 
transformatirxr of the rural community of 
West Bengal ha.s been accepted by the Left 
Front government as a state policy. Pro¬ 
mode Dasgupta, the First chairman of the 
left Front, stated, “it is a struggle for 
establishing the rights of poor peasants, 
agricultural labourers, village craftsmen, 
etc, against the vested interest and ex¬ 
ploiting classes in the villages". He further 
observed that through panchayat elec¬ 
tions, power will be decentralised and with 
the oiganised force of the village poor and 
middle G<iss Left unity can only carry out 
the task of establishing the power of poor 
curbing the power of the administrative 
officers m the villages. In this connection, 
one may recall the political resolution 
adopted at the lOth congress of the 
CPI(M) held in Jullundhurin April 1978 
which stated that the-basis of united’kisan 
movement. shall be '“the agricultural 
labourers and poor peasants, departing 
from the past praciic'c of mainly basing 
on the middle and rich peasants”. Implicit 
in it is the question of hegemony and em¬ 
powerment of labouring people. 

Ixtoking at the performances of pan¬ 
chayati raj in West Bengal since I97S, one 
may wonder if all these were not only 
pious wishes. No doubt, there emerged a 
new generation of leadership in rural West 
Bengal but the class and caste background 
of the new leadership may not have chang¬ 


ed much. There developed a new institu¬ 
tional structure, decentralised in form but 
still dominated by the middle and rich 
peasants. The agricultural labourers and 
poor peasants, though not in proportion, 
have their repiesentatives in the new struc¬ 
ture but their participation in the decision¬ 
making process is still a far cry. 

It may be true that the power of govern¬ 
ment officials has been curbed considera¬ 
bly. In fact, ‘sabhadipathies’ of zilla 
parishads now wield the supreme power 
in the district. The sabhadipathi, like the 
chief minister, governs over ail the affairs 
of development and administration in the 
district. The district collector plays 
generally, if not a subordinate, a secon¬ 
dary role. Similarly, the sabhadipathi .of 
the panchayat samiti has overall control 
over the affairs of the block. It is in¬ 
teresting to note that almost all the 
sabhadipathies belong to the upper strata 
of rural society with a bhadralok back¬ 
ground. A few of the sabhadipathies of 
panchayat samitis may be from the lower 
castes but not necessarily from lowei 
classes. The most important question, 
however, is the class character of the 
district party leadership. In a system of 
so-called democratic centralism it is the 
party secretary who holds the ultimate 
authority, though there may be a few ex¬ 
ceptions. And a party secretary with a 
labouring background is unusual. The 
overall domination of the privileged 
Jasses over the decentralised power struc¬ 
ture as a result remains without being 
seriously challenged. 

At the gram panchayat level there may 
be quite a number of members and 
pradhans from poor and lower middle 
peasants. However, this could not bring 
about any radical change at the grass¬ 
roots-level leadership. Usually, the 
pradhans and members from the labour¬ 
ing classes are guided in decision-Biaking 
by somebody from the party who general¬ 
ly belongs to the upper str«a of the rural 
society. More interesting is that represen¬ 
tatives from the labouring classes soon 
start imbibing the characteristics of the 
leisured classes. In many cases even their 


life-style changes in no time. In fact, they 
become ‘declassed’ in a reverse way. It is 
difficult to prove that the decentralisation 
of the power structure through the intro¬ 
duction of panchayati raj could achieve 
the goal of empowerment of the labouring 
people and establishment of the hege¬ 
mony of the labouring classes over the 
village society. 

Land Grab Movt-Mi-N i 

It may be necessary to discuss the i.ssue 
a little more elaborately. To my mind, em- 
.Upwcrment of labouring people as a pro¬ 
cess entails two very significant aspects. 
It requires getting rid of old inhibitions 
on the one hand, and acquiring critical 
awareness on the other of one’s status in 
the social complex leading to a solidarity 
movement for structural change of the 
society. It is the age-old docility of the 
labouring classes in general that allowed 
the landowning cia.sses to dominate over 
them. The religious traditions and customs 
played an instrumental role in keeping the 
labouring classes in an agrarian society 
docile without much coercion. Getting rid 
of this docility is therefore the pre¬ 
condition for empowerment of the labour¬ 
ing people. The process, however, remains 
not only incomplete but may degenerate 
if not carried further towards logical frui¬ 
tion. Fbr establishing the hegemony of the 
labouring people over the society as a 
whole, it is necessary to organise a 
solidarity movement based on entighien- 
ed participation. A solidarity movement 
for land reforms and counter-education 
is crucial for carrying out the task, it is 
unfortunate that the question of counter- 
education never got its due importance in 
the agenda of the kisari iiicweiiierit in our 
country. 

The Left Front in West Bengal also fail¬ 
ed miserably in carrying out the task. The 
total literacy campaign initiated by the 
National Literacy Mission gave the left 
Front a golden opportunity in this regard. 
In their futile zeal to claim total literacy, 
the respective Zilla Saksharata Samitis 
missed the spirit of functional literacy and 
reduced the campaign .into a Laodicean 
ewreise. It is no wonder that the first 
district of West Bengal which had claimed 
to have achieved the goal of total literacy 
admitted recently that about 50 per cent 
of neo-literates nad reverted to illiteracy. 

It is interesting to recall in this context 
that the land grab movement launched 
during United Front government rule in 
the late 60$ helped the labouring classes 
of rural Wrat Bengal to get rid of their 
age-old dodlity to a large extent. The red 
flag becaitie the symbol of struggle for 


{ 

iraia 


twutnmie ■ml Political Wbekiv Mav 30. iOOl 



emancipation from the yoke of oppres* 
sion. It was no wonder Uim the Left Front 
won successive elections with the massive 
vote of the niral labouring people; The 
Congress on the other hand never even 
thought of taking up the causes of labour¬ 
ing people and is generally looked upon 
as the party representing the interests of 
the rural elites. However, coming to power 
in the 70s the Left Front neglected to carry 
out the incomplete process started during 
the United Front rule. 

Gift from Abcstf. 

It is all the more intercstiitg that Opera* 
tion Barga, the only significant achieve¬ 
ment of Left Front, was more a gift from 
above. The operation was carried out 
mainly by some committed bureaucrats 
with the support of bargadars and the 
state-level party leadership, particularly 
Promode Dasgupta, the Left Front chair¬ 
man. The role of bargadars in the opera¬ 
tion was that of rather pas.sive participa¬ 
tion, notwithstanding the long tradition 
of barga movement including the historic 
Tebhaga movement. One may recall in this 
connection that it was the Floud Commis¬ 
sion which had first upheld the cause of 
bargadars and recommended the restora¬ 
tion of John Kerr’s bill to treat as tenants 
bargadars who supply cattle and agricul¬ 
tural implements and to stipulate the share 
of crop recoverable from them to be one- 
third instead o f half. However, it did not 
recommend extending of occupancy rights 
to the bargadars. It is Operation Barga 
which ensured the occupancy rights to the 
bargadars. 

In between the land Revenue Commis¬ 
sion’s report recommending one-third 
share to bargadars and Operation Barga 
ensuring occupancy rights, much water 
has flowed through the Ganges. A vigo¬ 
rous peasant movement ensued after the 
recommendation of the Land Revenue 
Commission. As a result, Bhagehas 
Boards were constituted for settling 
disputes of crop-sharing between land¬ 
owners and sharecroppers. In the SOs and 
60$ one of the major issues of the Krishak 
Sabha movement was against the eviction 
of bargadars for refusing to part with half 
of the produce as had been in vogue 
earlier. Operation Barga may be said to 
have been the culmination of the process. 
Meanwhile the zamindari system had been 
abolished and big occupancy ryots and 
rent-paying tenure holders emerged as the 
elite groups in rural society. 

What Rabindranath Ikgore said in a 
discourre with Pramatha Chawdhury, a 
bhadralok and a renowned Bengali 
author, on the question of allowing pro¬ 
prietary rights to occupancy ryots proved 
to be true. Pramatha Chawdhury has not 
been proved to have been wrong either. 
Ikgore feared that the proprietary rights 


MMild only expose the poor ryots who did 
not know how to protect their interests to 
the greed and cunning of unscrupulous 
usuren and moneylenders. He argued that 
during the tyranny of indigo traders, the 
Bengal zamindars had protected the rights 
of ryots. He believed that those among the 
ryots who knew how to protect themselves 
were even more dangerous and were likeiy 
to devour others. In the process, one day 
they would emerge as the new zamindars 
by taking lecouisc to all sorts of fraud and 
merciless cunning. He even expressed his 
doubt about the protective ability of law. 
There were expert lawyers to be employed 
by the big land grabbing ryots and who 
were out of reach of the petty ryots. 

Pramatha Chawdhury argued that the 
FNrrmanent Settlement had ia a way rob- 
. bed the Khudkhast ryots of their tradi¬ 
tional rights to land and transferred the 
proprietorship to a class of people who 
had never before enjoyed such rights. 
2^indars before the Permanent Settle¬ 
ment were the collectors of revenue on 
contractual basis. Besides, zamindars 
under Permanent Settlement, notwith¬ 
standing a few except ions, were no less op¬ 
pressive. Proprietary rights to ryots as pro¬ 
posed would only deprive the zamindars 
of the unearned income they used to make 
by way of extorting a fee, from the ryots 
on transfer of occupancy rights. Transfer 
of occupancy rights on payment of a fee 
to the zamindars was already in vogue He 
concluded that zamindars had no moral 
right to be the guardians of the ryots and 
as such had no moral right to oppose con¬ 
ferring of proprietary rights to the ryots, 
even if some of them fell prey to cunning 
fellow ryots or unscrupulous usurers and 
village moneylenders. They are after all 
adults and have the right to manage their 
own affairs. 

He, however, opined that some protec¬ 
tive clauses could l>c included in the law. 
To describe the condition of Bengal ryots 
he referred the novelist Bankim Chandra 
Chattopadhyay and a leader of zamin¬ 
dars, Bomkesh Chakravarty. According to 
Bankim Chandra, peasants of Bengal 
were suffering from three malaises, name¬ 
ly, poverty, illiteracy and slavery. He held 
the zamindary system largely responsible 
for the sorry plight of the Bengal pea¬ 
sants. Even Bomkesh Chakravarty admit¬ 
ted that 70 per cent of the peasants of 
Bengal went to bed without having two 
square meals. Surprisingly, Pramatha 
Chawdhury noted that but for the mun- 
sifs and petty government ofTicials, the 
Bengal peasartts would not have been able 
to survive. It was not the zamindars. nor 
the lawyers and politicians whom the 
zamindars patronised, but the government 
officiats who somewhat protected the in¬ 
terests of the peasants. The observation 
may not be altogether wrong. However. 
Pramatha Chawdhury advocated the 


cause of ryots from a liberal point of view 
to ui^old the norms of civil society. 
He was apprehensive of a communal 
upheaval and wanted to forestall that. 

Pramatha Chawdhury endorsed the 
demands raised in a big meeting of Bihar 
ryots held a Muzaffarpur. The demands 
vrere: (I) compulsory primary education; 
(2) one charitable health centre at a gap 
of every four miles; (3) right to transfer 
by sale ocxnipancy holdings; (4) rights over 
trees on occupancy holdings; (S) rights to 
dig ponds and build pucca buildings; and 
(6) occupancy rights be made permanent 
with fixed rents (‘maurasi* and ‘mokrari’). 

Is it not inieresiing to note that except 
in Kerala, the first two.dcmands have not 
been fulfilted in any state even after 45 
years of independence and about 40 years 
after the a^lition of the ^mindary 
system? One may not be sure also if the 
social and economic conditions of the 
rural poor have undergone any radical 
change. 


Partv Bukiaikkacv 

Tagore ri^tly observed that there 
would emerge a class of landholders no 
less oppre.ssive after the aboliiion of the 
zamindary system. Chawdhury did not 
deny the possibility but recognised the 
inevitable course of history and wanted to 
pre-empt a bloody confrontation. It can 
reasonably be said that notwithstanding 
the Barga operation, the 14 years of pan- 
chayaii raj could hardly bring about any 
change in agrarian relations ba.sically dif¬ 
ferent from what the liberals like, what 
Pramatha Chawdhury had endorsed many 
years ago. No doubt, there developed a 
decentralised structure of institutions 
which curbed the power of officialdom to 
a laige extent. But how far that could en¬ 
sure the emergence of an alternate leader¬ 
ship in terms of class and caste may not 
be beyond doubt. One may even question 
if the political power structure could be 
functionally decentralised under a cen¬ 
tralised parly structure. 

There may be some truth in the oiher- 
wi,se somewhat exaggerated contention 
that it is the party bureaucracy which now 
holds power in rural West Bengal. Tradi¬ 
tional village votidariiy guided by village 
society norms which gave birth to the 
panchayati raj concept has already been 
destroy^ and replaced by party solidarity 
wrongly construed to be class solidarity. 
In fact, after the Barga operation, there 
was hardly any issue for mass mobilisa¬ 
tion and mass contact except periodical 
electoral exercises, and as such a situation 
of inertia has prevailed which was a fertile 
ground for the development of bureau¬ 
cracy in the party. It was the Total Literacy 
Campaign which became an issue of mass 
contact after a long gap. 
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lb my mind, ihe Left movement in West 
Bengal reached its peak in the late 60s and 
early 70s and then it slided down to a 
point of almost no return, it may not be 
unrea.sonable to say that the most impor¬ 
tant organised movement of the labour¬ 
ing peasants with an clement of spon¬ 
taneity was the land grab movement laun¬ 
ched duting the United I'loni rule, not¬ 
withstanding the aberrations which ought 
to have been avoided. It was perhaps far 
more significant than any other peasant 
movement, including the great Tebhaga 
movement 

^or the first lime, there was a slogan 
which caught the imagination of the 
labuuiing peasants, particularly the 
landless labourers, and Ihe response was 
almost univcisal. The movement spread 
to almost all parts of rural West ^ngal 
like wild'firc. The extent of active par¬ 
ticipation of (he labouring cla.sses was 
simply unique Unfortunately,, no attempt 
has yet been made to study the import of 
the movenieni systematically. However, it 
can be said without Icar of contradiction 
that this niiveinent brought in very 
signilicaiil changes in the pattern of con- 
llict negotiation in rural West Bengal. The 
labouring peasants recovered from one of 
the malaises referred to by Bankim Chan¬ 
dra, namely ‘slavety*. No longer could 
they he taken for granted. Getting rid of 
the age-old docility they row were pre¬ 
pared to iak‘ the offensis'c, while the 
jotedai s and r ich peasants were pushed to 
a defensive position. Even the repression 
unleashed by Congress rule after the fall 
of the United front government could not 
reverse the process. Unfortunately, the 
Lett front after coming to power failed 
to complete t he process, maybe, for feat 
of losing goveinnicntal power. 

Jotedars and rich peasants, however, 
reah.sed soon that the overt method of 
domination they were used to had to be 
changed and a new strategy had to be 
adopted. Thev conveniently changed their 
colour and in no time penetrated into the 
local-level leadership of different Left par¬ 
ties, including the CP!(M). There may be 
some truth in the joke that class struggle 
is over, now there is struggle of colour. It 
is interesting that most of the sioleni 
clashes that have taken place in rural Wesi 
Bengal during Ihe last 10-12 years have 
been by and large inter-party clashes, 
often among the Left parties, even if the 
bone of contention was land. There may 
even be mme casualties in inter-party 
clashes than in land disputes. The penetra¬ 
tion of jotedars, rich pea.sants and a 
number of unscrupulous persons in the 
local level party structure has given rise 
to a different sort of vested interest against 
which Promode Oasgupta had declared 
war. It appears now that the Left parties 
have been trapped into a situation from 


which it would be very difflcult for them 
to come out without large-scale purging 
of party, members, which again may 
adversely affect their electoral prospects, 
at least forjhe time being. 

ELfcCnONS vs iDEOUXtY 

it is apparent that Left Front wins elec¬ 
tion at the cost of ideology. In fact, it is 
the negative votes which now decide the 
fate of the Left Front. In the absence of 
any organised opposition which has a 
strong ideological base or any programme 
to invoke the imagination of the people, 
the Left Front may not face any real 
challenge in the foreseeable future. West 
Bengal Congress is an organisation of 
discredited individuals without any alter¬ 
native programme or ideology and as such 
hardly has any electoral prospect in the 
near future. The only other opposition 
party with a significant following is the 
BJP. To my mind, BJP is likely to come 


LAST year, on August 14, a day just 
before the 40th anniversary of the coun¬ 
try’s independence, the people of Bihar 
had woken up to find their favourite news¬ 
papers informing them with screaming 
headlines that the ‘naxalites’ have once 
again struck at Ekwari, the village, the 
very mention oi which, once used to send 
shivers down the spines of the members 
of the ruling dasses and their lackeys, the 
middle class, alike. 

But the sense of unease which the 
^^cated and the enlightened’ citizens of 
Patna experienced at the prospect of the 
apparent renewal of ‘naxaites activities’ 
at Ekwari quickly gave way to gratifying 
relief. The Ekwari killings were not an 
alarming event for them. For this time, it 
was not the landlords who were the targets 
of naxalites but the same poor farm 
labourers whose cause, the naxalites once 
claimed to be championing. Visibly 
relieved they had sipped additional cups 
of their morning beverage while discuss¬ 
ing the latest killings by the ‘naxalites’: 
Now that the ‘naxalites* had shown their 
true colours the ‘labour class’ would 
realise that the naxalites were not sym- 


up soon as a party to be reckoned with. 
It is a party which has an ideolo^cal basis 
and with slogans to catch the imagina¬ 
tions of even the labouring classes of a 
particular religion, however, dangerous 
might be these slogans. 

To my mind, it is the BJP which is likely 
to put up a real challenge to the Left Front 
#and to Ihe ideology of leftism ultimately. 
The influence of ^P is growing in rural 
West Bengal, but is yet to be visible in 
oiganised shape. Even in the rank and file 
of Ihe Left Front, the influence of BJP is 
traceable. The recent communal distur¬ 
bances are cases in point. Tlie involvement 
of the local Left Front workers in the com¬ 
munal conflicts is no longer any secret. 
It is only a .matter of time before com¬ 
munal politics takes over, pushing class 
and caste politics to Ihe back-seat. In West 
Bengal the Left Front can counter this 
possibility if only they could rise to the 
occasion, getting rid of Ihe inertia they are 
suffcri.ng from. 


pathetic to their cause and so would 
return to their old masters This would 
mean that they (the landholding classes) 
would now have no problems in maintain¬ 
ing their landed estates in far away villages 
and can be assured of getting the same 
obeisance wiich was their birthright but 
which the labour class had stopped pay¬ 
ing under the demonic influence of the 
naxalites. This would also mean that they 
can have as many ‘naukars’ in their homes 
in the cities as. they want and the naukars 
will not indulge in acts of defiance and 
indiscipline. So went the discussions. 

Coming as it did after almost 20 years, 
since Ekwari became known to the outside 
world, these killings should have occa¬ 
sioned some serious thought over why at 
all such killings vrere still taking place in 
an area where the government had spent 
massive sums at ‘development’ and ‘resto¬ 
ration’ and ‘maintenance’ of ‘law and 
order’ which had been ‘rudely disturbed’ 
by the ‘naxalites’ two decades back. 

But let alone this, the kQlings did not 
generate even an iou .of metion. No 
newspapers bothered to publish even a 
follow-up ora backgrounder to the ind- 
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dent, while many or them did idl they 
could to highlight that the naxaiites had 
killed poor farm labourers and this was 
bound to rebound on them. 

The lone exception was Jagannath 
Mishra who jumps on any opportunity 
that may bolster his efforts to dislodge the 
present dispensation ruling the state and 
thus to re-establish the lost empire of the 
upper caste landlords and bureaucrats 
over Bihar. Since the Ekwari killing has 
taken place at a time when the left parties 
were carrying a land liberation campaign, 
it provided the likes of Mishra another 
handle to denigrade the government and 
the land liberation movement. He had 
found the killing a direct fall-out of the 
‘atmosphere of chaos and violence’ 
created by the chief minister's pronounce¬ 
ment that the police would not take deter¬ 
rent action against those grribbing surplus 
lands of landlords as part of the campaign 
launched by leftist and extremist organi¬ 
sation'. Mishra immediately prepared a 
memorandum calling upon the governot 
to dismiss the government which had not 
only failed to maintain ‘law’ and ‘order’ 
but was also providing patronage to the 
land-grabbers. The Ekwari killings however 
had nothing to do with the ongoing land 
liberation movement of the left parties. 

Since June this year, the Bihar Pradesh 
Kisan Sabha (BPKS), the peasant wing of 
the IPF, had been enforcing an economic 
blockade against about two dozen feudal 
landlords in the villages of Bhojpur. These 
landlord.', have achieved quite a notoriety 
for their brutality in exploiting the 
agricultural labourers. They arc not only 
in possession of big landholdings running 
into several hundred acres but also by 
using the surpluses from agriculture and 
the manipulations through bureaucratic 
feudalism have acquired enormous non- 
landed assets and have diversified into 
businesses like transport, rice and flour 
milts and so on. Jwala Singh, the mukhia 
of Danwar Bihta who, according to 
popular belief, had masterminded the in¬ 
famous Danwar Bihta massacre during 
the 1989 Lok Sabha elections, and later 
on, the mass mpe happened to be one of 
the landlords against whom the BPKS had 
been trying to enforce on economic 
blockade What the BPKS aimed to 
achieve through the economic blockade 
was forcing the landlords to capitulate 
before the peasant movement and give up 
their exploitative and oppressive tactic^. 

For imposing an economic blockade, 
the peasant movement call for a social 
boycott of the landlords and try tq attack 
the economic resources of the landlords. 
An appeal is made to the agricultural 
labouim not to work on the fields of the 
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landlords. Similarly the idilage shop¬ 
keepers are requested not to supply com¬ 
modities to the landlords. Ripe crops are 
harvested by the peasants’ body. A fifth 
of the harvested crop is reportedly kept 
for the party fund and the rest is distri¬ 
buted among the needy people. 

This strategy of economic blockade has 
registered significant successes. For in 
stance on June 20 last year, one of the 
landlords Rajaidhari Rai of Nonur village 
in Sahar block had surrendered before a 
BPKS rally, paid Rs 6,000 towards fine, 
vowed to ps5^ enhanced wages to the 
labourers and treat them with dignity. 

Sankh Singh of village Ekwari hap¬ 
pened to be one of the landlords against 
whom BPKS had imposed an economic 
blockade. Since his assets and businesses 
are strewn in various parts of the district 
and stale, he remained un^fected by the 
economic blockade. He was running a 
transport company which had a fleet of 
luxury buses, trucks and tractors. As part 
of their campaign against the landlords, 
.the BPKS cadres had burnt down two 
luxury buses and one tractor belonging to 
Sankh Singh, since the latter had decided 
to run them in violation of the economic 
blockade called by the BPKS. Even this 
had not deterred the landlord and when 
the time came for transplanting the paddy 
crop, he had decided to get his land sown, 
come what may. 

Since the agricultural labourers of 
Ekwari. in response to the appeal of 
BPKS, had decided not to work on the 
landlord’s field, Sankh Singh had called 
labourers bebnging to his fellow caste 
from another village, Baruhi and decided 
to sow his fields at gun point. He was one 
of the about 40 upper caste landlords in 
the village who held licensed arms. 
Besides the licensed weapons the land¬ 
lords, as is normal in the villages of Bihar, 
held a number of unlicensed arms. So 
Sankh Singh had no problems in amass¬ 
ing weapons for use in the gohar against 
the peasant activists if they dared to resist 
the sowing of his field. 

As the landlord started getting his 
field sown, activists of the local unit of 
CPI(ML) (Liberation) and its open 
peasant wing BPKS, warned the landlord 
x) desist from it and firstly surrender 
before the peopkfs court and atone for his 
past misdeeds. They also warned the 
labourers to desist from sowing work, 
violating the economic blockade imposed 
by the BPKS which amounted to going 
against the common wish of the village 
masses. The labourers however ignored 
these warnings. 

So the CPl(ML) activists surrounded 
'.iM field and fired in the air to scare away 


the landlord and his men. Armed to the 
teeth, the landlord and his men opened 
fire on the CPI(ML) activists killing two 
of them. The CPI (Ml.) cadres retaliated 
killing four and injuring two others. And 
next day on August 14, the newspapets 
dutifully reported that the ‘naxaiites’ have 
once again struck at Ekwari. 

As IS well known, it was at Ekwari and 
the neighbouring area that the now two- 
and-a-half decade old phase of the re¬ 
invigorated and revitalised pea.sant move¬ 
ment began and then grew to encompass 
the whole of central Bihar, broke new 
grounds across the Oanga and in the 
plateau regions of the state and is still 
gaining in strength and spread. In Ekwari 
and the surrounding aiea the movement 
achieved tremendous success in its fight 
against the exploitation and oppression of 
the weaker classes. Its strength grew and 
it achieved tremendous success in mobi¬ 
lising the toiling masses. Sections of all 
castes joined the movement though the 
overwhelming proportion was those of 
dalit agricultural labouros and poor 
peasants. This was natural, given the class- 
caste reality of rural Bihat. 

But admittedly the movement could not 
achieve much success in mobilising the 
poorer seaioas of the upper c.astcs as well 
as middle pea.santry belonging to back¬ 
ward castes. The deep-rooted caste con¬ 
sciousness proved a big oi-stacle in deve¬ 
loping class solidarity of the working 
masses. The Ekwari incident had an im¬ 
portant lesson for the movement that 
despite the two-and-a half decades of 
work among the rural masses, the caste 
consciousness of poorer sections of upper 
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castes remains a rormidabte obstacle and 
is an issue that requires to be devoted 
more thinking and efforts. The Amauli- 
Harinalhchak killings however had all the 
elements of a class war but nevertheless 
had different set of les.sons for the 
agrarian movement. 

This killing had as its background a 
protracted movement waged by the Maz- 
door Kisan Sangram Samiti (MKSS) to 
liberate a tract of *gairmazarua-am’ 
(public common) lands illegally occupied 
by a bhumihar landlord, Shyamnandan 
Singh, of the nearby KarwarT village, 
around SO km from the state capital and 
a demand for enhancement of wage rates. 
A rapacious landlord. Singh owns about 
45 acres of land and is in illegal posses¬ 
sion of several tracts of gairmazarua-am 
land. 

Singh is a key figure of the Kisan 
Sangh, floated by the landed elements of 
the area. Originally a brainchild of the 
‘Sherc-e-Bihar’ of yore, Ramlakhan Singh 
Vbdav who is now in JD(A), the Sangh has 
organised landed elements from all castes 
to crush the peasant movement. Since its 
inception the Sangh has committed a 
number of massacres and murders of pea¬ 
sant activists. 

The peasantry of the area organised by 
the MKSS however has been agitating for 
freeiitg the gairmazarua land and for 
enhancing the wage rate. The landlord 
Singh however has been resisting the 
peasant's demands. When the labourers 
had refused to work on his fields, he had 
got his land cultivated by bringing farm 
labourers from outside. Upon this the 
MKSS had decided not to let the landlord 
harvest the crop. And lhu.s on February 
28-March 1, the peasants led by MKSS ac¬ 
tivists had harvested the gram crop from 
a five bigha plot occupied by Shyam¬ 
nandan Singh and dumped the harvested 
crops in the neighbouring Sarvanf- 
Musahari village. 

Soon the landlord mobilised the Ki.san 
Sangh hooligans. The nouveau riche 
yadavs of Amauli and Harinathchak 
belonging to Kisan Sangh ganged up. 
Armed to the teeth and helped by the local 
police, the yadavs raided the Sarvani 
Musahari village and retrieved the crops 
harvested by the MKSS cadres. On the 
same evening around dusk the MKSS 
cadres raided Amauli and Harinathchak 
villages and killed five people who had 
participated in the retrieval operation on 
pchalf of the Kisan Sangh. All those killed 
were yadavs and the. MKSS contingent 
also consisted preponderately of yadavs 
resides Musahars and othbr dalit castes. 

This killing thus showed that the pro¬ 
pertied classes from various castes are 


shedding their traditional caste rivalry and 
joining hands to crush the popular move¬ 
ment of peasant labourers. After the 
killing the Bihar CM, Laloo Prasad, 
puzzled at the ‘strange alliances’ angrily 
asked a villager, Kameshwar Yadav, ai 
Harinathchak, “Why did you go to the 
rescue of a bhumihar landlord who owns 
over 40 to 50 acres of land? After alt you 
are a poor Yadav, and as such, you should 
not have gone to his rescue” At this Yadav 
instantly replied mincing no words that he 
did own five acres of land and was an 
toive member’ of the Kisan Sangh which 
the landed elements have formed “to pro¬ 
tect (their) land and property from the 
Naxalites, and as the member of the 
organisation (they) decided to help 
Shyamnandan Singh who is also a 
member of the Sangh”. 

At the other end, the killing also 
showed that class consciousness among 


KALAHANOI in the recent years has 
become synonymous with drought, star¬ 
vation, poverty and all such maladies of 
the human world. Not surprisingly there¬ 
fore, ever since the mid-80s ‘Kalahandi’ 
has been hitting the headlines in the 
regional as well as national newspapers 
and magazines. Between 1966 and 1988 
three prime ministers have visited the 
district a number of times to asisess the 
gravity of survation deaths, child-selling 
and human beings surviving on mere grass 
and inedible roots, etc. Governments have 
been claiming that a number of special 
schemes, to change the situation in 
Kalahandi. have already been taken. 
Researchers and academicians have under¬ 
taken research on the various aspects of 
the drought in Kalahandi. 

Is drought the real problem in Kalahan¬ 
di? The shortage of rainfall has always 
been held to be the culprit. From Ibble I 
we see that during the period 1977 to 1988 
the average annual rainfall in Kalahandi 
has been 1,254.9 mm. which is quite im¬ 
pressive In seven years during this period 
the rainfall in Kalahandi has been more 


backward castes has also taken nxMe That 
yadavs oiganised by MKSS should have 
no hesitation in attacking yadav hooligans 
of Kisw Sangh once again highlights this. 
This a»o shows that the task of running 
over the middle peasantry is still confron¬ 
ting the movement. That five acre owning 
backward farmers should be aligning with 
50 acres owning upper caste landlords 
shows that the middle peasantry is still 
lying in the vice-like grip of the landlords. 
Unless the movement .succeeds in winning 
over the middle peasantry, the task of 
tilting the balance of class forces in the 
rural areas in its favour will remain un¬ 
finished. And this requires some serious 
thinking on the stand the movement has 
taken over the question of peasant-led 
transformation of agriculture which 
the movement so far appears to be 
still treating as reactionary lumpen 
tiansformaiion. 


than the average rainfall of Orissa. Only 
in five years has it been less than the state 
average. Further, those five years also 
cannot be called the drought years in 
Kalahandi. During the past 20 years, 1988 
has recorded the lowest rainfall in the 
district around 978 mm. During 1990-91, 
Kalahandi had a rainfall of 2,247 mm, 
highest recorded in decades. Can we say 
then that deficit rainfall is the cause 
of drought (meteorological drought and 
agricultural drought...) which leads to 
poverty? The problems then must lie 
elsewhere. 

Is the crop pattern responsible for the 
agricultural drought in Kalahandi? From 
the Ikbles 2 and 3 we find that 48 per cent 
of its area is under forests, among the 
highest in Orissa and con$tituting.roughiy 
10.5 per cent of the forest area of Orissa. 
Of the cultivated 7,62,000 hectares, 
foodgrain is grown on 82 per cent of the 
area. Paddy, which requires more water 
than other crops, is grown only on 41.7 
per cent of the cultivated area. Approx¬ 
imately 40 per cent of the cropped area 
is under drought-resistant and dry-land 


Drought in Kalahandi 
The Real Story 

Jagadish Pradhan 


The problems of Kalahandi are not unique—many other drought- 
prone areas of Orissa and the adjoining states suffer from more 
or less the same pattern of distress, which is rooted in the 
distorted development perspective of the state. 
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crops uw tanm, ragi anaotner miuets aie 
also grown abng with pulses like mung. 
and gram. Ihere is also a feding that, 
since the area under paddy crop has in¬ 
creased, drought has become more acute 
So the Tigurs say clearly that rainfall 
shortage has not been the cause More¬ 
over. government records show that in the 
past few yean paddy cultivation has been 
declining in Kalahandi. 

Agriculture scientists believe that 
Kalahandi, Koraput and adjoining parts 
of Chhatisgarh and Bastar in Madhya 
Pradesh have been the natural habitat or 
genetic home for a number of large varie¬ 
ties of rice. Rice cultivation is older here 
than in other parts of India. Recommen¬ 
ding the introduction of hybrid rice and 
such other crops will only aggravate the 
problem. In fact by careful seed selection 
over the centuries farmers in Kalahandi, 
like subsistence farmers in many other 
regions, have developed an astonishing 
range of crops. This has provided them 
with adequate protection against 
monsoon—faiiures, pests, blights and so 
on. Sadly, the people who blame the tradi¬ 
tional crop pattern of Kalahandi do not 
know that, by using the least amount of 
chemical fertilisers, pesticides or hybrid 
seeds, the farmers* per capita food pro¬ 
duction in kalahandi is higher than that 
of Orissa and India. 

There have of course been frequent crop 
failures in Kalahandi in the recent years, 
but they are neither due to meteorological 
nor agricultural drought. Economists, en¬ 
vironmentalists and agriculture scientists 
will now have to coin a new terminology 
for this condition. The biggest irony 
however is that Kalahandi has been a food 
surplus district all this while despite the 
monumental crop failures. 

During the year 1989-90 per capita food 
production of food in India was 203.13 kg 
and in Orissa it was 253.03 kg. In Kala¬ 
handi the same year, per capita food pro¬ 
duction was 331.% kg which is much higher 
than the national average and about 30 
per cent higher than the state average 
(Ikble 4). According to the Tinal report by 
J Das on Land Revenue settlement in 
Kalahandi diurict (1946-56) “During the 
last twenty years there was no failure of 
crops (in Kalahandi) except in 1938-39, 
1945-46, 1946-47 and partial failure in 
1947-48. There was however sufficient 
reserve stock to meet the requirement of 
the people!’ 

For the past decade or so intellectuals, 

. planners, poiticians and many outsiders 
have been using terms like ’deforestation’, 
’drought* and ^p faibiref, etc, for the 
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poverty or Kauuianffi. now some have 
begun pointing their fingers towards 
maladies like unequal landholdings and 
landlessness, etc, for the poverty of the 
district. Some of the following sutistics 
will reveal how landlessness is contri¬ 
buting to the poverty of Kalahandi: 

—Per capita cropped area in Kalahandi 
is 0.592 hectare which is the highest in 
Orissa. The state average per capiu 
cropped area is 0.332 hectare 
—Total number of landholdings against 
the population is the second highest in 
Kalahandi in Orissa. Bolangir tops the 
list with 15.71 per cent followed by 
Kalahandi at 15.39 per cent. This figure 
for Orissa is 12.62 per cent. This clear¬ 
ly shows that Kalahandi and Bolangir 
have the lea.st problem of landlessness 
compared to other districts (Ihbles 5 
and 6). 

—Recent statistics put the percentage of 
landless agricultural labourers at 31.03 
per cent of the total population which 
is not a very high Hgure compared with 
most parts of Orissa/India. Some sam¬ 
ple survey by NCOs have shown that 
the percentage of landless in reality is 
less than the government ngure of 31.03 
per cent. 

—Economic survey of 1954-55 indicates 
that 98.2 per cent of tribals were depen¬ 
dent on agriculture for their livelihood, 
68.2 per cent were owner cultivators and 
only 2.4 per cent were tenants (P-243, 
ODG-1980). The tribals in Kalahandi 
have been less dependent on MFP 
(lores!) than the tribals of Koraput, 
Phulbani, Gan jam and hence deforesta¬ 
tion is not the major reason for their 
impoverishment as some believe. 

—^As per the statistics of 1981, the density 
of population per sq km in Kalahandi 
was 114. This figure for Orissa was 169 
and the average density of population 
for India was 216. One may compare 
this figure with the DOP of West 
Bengal which is 615, Bihar 402, Assam 
254 or the neighbouring state MP with 
118. 

—The decadal population growth in 
Kalahandi during 1901 to 1991 have 
been always less than the state or na¬ 
tional growth. Between 1971 and 1981 
the variation has been +15.06 whereas 
it was 20.17 for Orissa and 24.66 for 
India. 

An article in Sunday, (January 24 30), 
mentions that 26,000 “large farming 
houses hold 1,70,000 hectares of land and 
citing this statistics a senior government 
official emphasises the ’lopsided distribu¬ 
tion' of land as the problem for the pover¬ 
ty of Kalahandi. This is a misleading state¬ 


ment stnee eacn ot tnese 26 ,oix) on an 
average own only 6,538 hectares of land 
and that too most of these lands are unir¬ 
rigated. It is most unfortunate therefore 
that, while a large number of these 26,000 
farmers are also reeling under poverty, 
they are branded as ‘large farming house¬ 
holds’. ’’ 

In some of the better-off and more fer¬ 
tile districts of Orissa, the land distribu¬ 
tion is even worse which can be .seen from 
Tkbie 7. So one cannot attribute lopsided 
distribution of land as a factor for poverty 
in Kalahandi. 

In the land settlement of 1946-56 all the 
lands in Kalahandi had been classified 
into 20 different categories. l.and having 
supplemental or protective irrigation 
facilities were put into the following 
categories; (I) Bahai KharipanJ, (2) Berna 
Kharipani, (3) Mai Kharipani, (4) Bari 
Kharipani, (5) Bahai Pani, (6) Berna Pani 
(7) Mai Pani, These seven categories of 


TabiiI- Rxinfaii inKaiahanoianuOkissa 
(Annuai.) imjkino I9'77.91 

(in mm/ 


Year 

Kalahandi 

Oris.M 

1977 

1354.7’' 

1327.5 

1978 

1360.1* 

1333.2 

1979 

1068.8* 

951.2 

1980 

135.3.7* 

1322.0 

1981 

1147.8 

1480.0 

1982 

1116.9 

1492.0 

1983 

1118.1 

1660.0 

1984 

1395.9* 

1018.0 

1985 

1755.2* 

1607.0 

1986 

1362.0 

1548.0 

1987 

1048.7* 

1040.0 

1988 

978.0 

1357.0 

1989 

1073.0 

1284.0 

1990 

2214.0* 

1866.0 

1991 

NA 

1300.0 

1992 

N A 



* Years in which Kalahandi received more rain¬ 
fall than the state average. 

Source: Statisiicol Abstracts. Government of 
Orissa. 

TaBIK 2: l.AND Usi in Kai AHANDI DISIKK-1 


Total cropped area ; 5,73,000 ha: 'focal 

geographical 
area ll.58,000 

Percenuge of cropped 
area to total 

geographical area : 49.48 

Pefcentage of forest 
area to total 

geographical area : 48.1 (1989-90) 

Percentage of paddy 
crop area to total area 
(cropped) : 41.71 (1986-87) 

PVieenuige of aopped 
area irrigated : 9.21 (1986-87) 

Population : 13,39.000(1981) 


1993 


loss 



lands used to get supplemental or protec- 
live irrigation from unks, ‘katas’, ‘sagar’ 
(lake) and other sources which were pre¬ 
viously owned by the ex-rulers or private 
niltivators. It is estimated that in Kalahan- 
di district, at the time of independence 
such land (having protective irrigation). 
»)mpriscd about 48 per cent of the total 
mitivable area. However, after indepen¬ 
dence most of these irrigation sources ate 
‘nationalised* and in the absence of 
maintenance most of them are no more 
in a condition to provide any irrigation. 
This is a major reason why tlie total ir- 
igated area in Katahandi, instead of in¬ 
peasing, has come down to 9.21 per cent 
sf the total cropped area as in the year 
1986-87. 

The few irrigation projects that have 
been undertaken in Katahandi district so 
Tar are mostly renovation or expan.sion of 
the age-old irrigation tanks formerly own- 
;d hy the royal families or a few Goun- 
:ias (ex-village heads) (Table 8). 

The people who have controlled the 
xilitics of Kalanandi as ‘people’s represen¬ 
tatives’ all have irrigated lands even 
though for most of them agriculture is not 
the primary source of living. Since most 
af them have hardly any interest in agri- 
mlture, they have not shown any interest 
:o develop irrigation systeim in Kalahandi. 
If a politician has fought for the indrawati 
project, it is with the ambition of setting 
up an industry rather than for develop- 
ment'of agriculture. If they had loved 
agriculture, they would have fought for 
projects like Lower Sundar, Indra. Sandut, 
Udanti, etc, which would benefit the so- 
called chronically drought-prone areas 
and bring benefit to the local people. As 
in the flood-prone areas, unscrupulou: 
politicians have exploited floods, drought 
and poverty to mobilise votes. Despite the 
high rainfall, amazingly high production 
of foodgrains, vast areas of good quality 
agricultural land, comparatively a lowly 
populated area and abundant natural 
iesources,.it is a fact that a vast number 
of the people of Kalahandi have been reel-' 
ing under acute poverty. To understand 
the causes of poverty in Kalahandi (and 
many other areas similar to Kalahandi) 
one may look at the following four 
ohenomena which are all inter-linked. 

Phenomenon-!: There is no mechanism 
For compensating occasional crop loss. In^ 
kbtedness of farmers increases due to (a) 
Inadequate investment for subsequent 
rropping, (b) Maintenance of land is 
gnored—(i) Further reduction in output, 
ii) Indebtedness increases, (hi) Unemploy¬ 
ment of agricultural labourers increases, 
ind (iv) land transfer to non-agriculturists 


and non-subsistent farmers increase.'One 
hectare of land in Kalahandi having pro¬ 
tective irrigation has employment poten¬ 
tial for about 280 person days per year 
whereas iadistressed cultivation the same 
land is cultivated with an employment of 
about 80 person days per year. 


Phenomenon-tt (a) Ibaditional sources 
of irrigation (tank, pond, kata. well, ftc) 
are neglecried and (b) Depletiori of 
forest—particularly the village and ‘patm’ 
forest. Area with protective irrigation has 
got reduced and crop loss results in 
poverty. 


TxBif 3: Area Operated bv Size. Cl^ oh Operationai Holdino (I98S-86) 



Number 

Area 

Per Cent of 
Total Area 

Per Cent of 
Total Holdings 

Below 1 ha 

76.900 

43,700 

9.91 

35.70 

1 to 2 lia 

60,900 

83,000 

18.83 

28.13 

2 to 4 ha 

51.000 

1.34.000 

30.40 

23.67 

4 to 10 ha 

23,500 

1,32,600 

30.08 

10.90 

10 and above 

3,100 

47,400 

10.75 

1.44 

Tout 

2.15,400 

4,40,700 

— 

— 


Table 4; Produltionof Cereals and Foodgrains )n India, Orissa amd K ai ahandi (1989-90) 



Total Pro¬ 
duction of 
Cereals 
(MT) 

Per Capita 
Product Per 
Year (Kg) 

Per Capita 
Production 
Per Year 
(Cm) 

'lotal Food 
Production 
(MT) 

Per Capita 
Production 
Per Year 
(Kg) 

Per Capiu 
Produclion 
Per Day 
(Gm) 

India 

158010000* 

188.10 

515 

170630000* 

203.13 

556 

Orissa 

6856900*• 

2P.59 

596 

7973570 

253.03 

693 

Kalahandi 

351680** 

220.90 

605 

528330 

331.86 

909 


Sourer. * lndia-1991, Publication division. Ministry of I and B, OOl, p34l, 7ablc 18.1 (excluding 
produclion of pulses). 

•• Orissa Agricullural SiaiKlics !9S9-90, director of Agriculture and Food Production, 
Orissa, p 29 to p 33, Table 20. 

For the above computation population of India is taken as 840 million and the popula¬ 
tion of Orissa and Kalahandi are taken as 31.51; million and 1.592 million respective¬ 
ly. These figures are the Provisional Census figures for 1991. Against the population 
of 1990 ihe per capita produclion of foodgiain would have been slightly higher for 
all the above categories. 

Tabi e 5: Operaiional Hoi ding Area Ope raied by Size, Ci as.s of Opf rational Holding in 

Orissa, 1980-81 


No of Holdings Per Cent 


District 

Below 

One 

Hectare 

1 to 3.99 

•4 to 9.99 

10 and 
Above 

Total Per Cent of Land- 
No of of No of holdings 
Holdings Holdings to No of 
to Popu- Total 
lalion House¬ 
hold 

Bala sore 

I635SI 

138404 

19453 

1662 

323070 

14.34 

87.07 

■Bolangir 

93518 

114422 

17572 

3746 

229256 

15.71 

77.14 

Cuttack 

260800 

191997 

21403 

1289 

475489 

10.27 

60.41 

Dhenkanal 

90335 

108970 

10184 

78! 

210270 

13.28 

73.94 

Ganjam 

195924 

110964 

15179 

1909 

323976 

12.13 

61.49 

Kalahandi 

61099 

120587 

21102 

3333 

206111 

15.39 

73.58 

Keonjhar 

63070 

72121 

8212 

495 

143898 

12.91 

68.83 

Koraput 

108609 

151502 

42663 

4904 

307678 

12.38 

57.43 

Mavurbhanj 

113800 

102147 

14777 

887 

231611 

14.64 

76.34 

Phulbani 

48169 

52785 

7846 

950 

109750 

15.30 

70.01 

Puri 

210277 

107184 

I3S00 

lISS 

332116 

11.36 

65.22 

Sambalpur 

107979 

148175 

32917 

5638 

294709 

12.92 

61.28 

Sundergarh 

42528 

82134 

13897 

1657 

140216 

10.48 

53.19 

Orissa 

1559657 

IS0I382 

238705 

28406 

3328150 

12.62 

66.49 


Sourer. Agricultural Census Report, 1970-71, 1976-77 and Statistical Abstract Orissa, 

1983, pp 131,132. The number of households indifreient districts taken from the Census 
of 1981. It is assumed that each landholding is owned by one household; the number 
of landless in Kalahandi will be 26.42 per cent of the total population. 


086 


Economic and Political Vfeekhr Mw 29. 1992' 



Mmommum^tlh (K) Depiction of obt- 
tage indust^ (weaving, paddy dehusk- 
ing. oil extraction, etc) and (b) Depletion 
of forest—(i) Employment in ofT-farm ac¬ 
tivities has gone down, (ii) Rxider deficit 
for cattle has an adverse effect on crop 
pr odu c t i o n, (iii) Increasing migration, and 
(iv) Depletion of forest causing drying up 
of streams and has effected winter crop¬ 
ping which used to compensate for occa¬ 
sional monsoon crop losses. 

Phmometnn-IV; Increased yield in the 
command area of Hirakud Dam has 
meant that paddy growers in rainfed areas 
face stiff competition from paddy growers 
in irrigated areas. This has also ruined the 
economic condition of fanners in non- 
irrigated areas of Sambalpur, Bolangir 
and Sundergarh districts. There has been 
a fall in the purchasing power of local 
people, a tall in the demand for paddy 
from Kaiahandi and non-remunerative 
prices for paddy from Kaiahandi outside 
and in Kaiahandi. Supply of foodgrain 
relief from outside has discouraged 
growth of local foird production, funnef 
reducing the demand of local food pro¬ 
duce, The government supiwrl prices for 
paddy i.s not remunerative for the farpiers 
in rainfed areas. In l9f{2-83 the <;uppon 
prices for paddy (eonimon/pei quintal) 
was Rs 122 which was not adequate at all. 
During the period 1982-1992 the cost of 
production ha.s gone up by four to foe 
tunes and hciKC in 1992 the support price 
of paddy should be at least Rs 450 per 
quintal. But the government has llxed it 
at Rs 280. Moreover during November 
1991-January 1992 in Kaiahandi (also in 
-many other pockets of Orissa) the actual 
price of paddy was between Rs 180 and 
|Rs 220 per quintal. This has been pau¬ 
perising the farmers and leading the en- 
itire population into the grip of poverty 
[The traders and moneylenders in Kala- 
handi—who also control the political 
power and the bureaucracy, have been 
flourishing while the local farmers are 
sinking in poverty. 

Is thane a solution? The problem of 
Kaiahandi is primarily due to the negli¬ 
gence of agriculture and the farming sec¬ 
tor and not due to the deficit in rainfall 
or any natural disaster. The problems are 
totally government-created. The Indravati 
Project which is under construction will 
worsen the condition of the people of non- 
irrigated areas in Kaiahandi, Koraput, 
Bolangir and Sambalpur disiricts. Ihe 
following are some recommendations to 
improve conditions: 

(1) Agriculture Development and 
Hbiershed Development Approach: The 


traditional irrigation system in Kaiahandi 
has always beat based on nucro-watershed 
development. So the exten.sion of the 
micro-watmhed develo|xnent could bring 
a revolutionary change in Kaiahandi. 
Because of the typical !and.scape of 
Kaiahandi, most of the villages form a 
number of micro-watersheds and there is 
therefore a tremendous potential for their 
development which could provide protec¬ 
tive irrigation during the kharif and 
winter liarvcsi sea.son$. In fact (he farmers 
have been developing the micro-water¬ 
sheds quite scientifically, which has been 
discontinued after government interven¬ 
tions. impover’shment of the farmers in 
the post 'ndspendcnce period has also 
been another reason. A rough estimate 
.shows that to develop the micro-water¬ 
sheds in the nmi-irrigated areas of 
Kaiahandi to povviue protective irrigation 
to about 80 pa cent of the cultivable land 
in the district, an amount of Rs 5,000 
million wtll be required which ts about 
half Che cost of the indravati Iirigation 
Project. This can be spent over a period 
of 10 years. Thi' will also create additional 
employment for f.OO.CtOO pedple every 
year. Food production can be multiplied 
by four (o five timev and the returns will 
be enormous. 

This will also jwvc the way for develop¬ 
ment of indu.sliies. trade and commerce 
in the district. Kaiahandi alone has the 
potential of prorUicing an extra one 
million tonne oi loodgrains, if the miero- 
watersheds art; ptopeiiy developed. 

<2) Stop imdfUtn/major irrigation pro¬ 
jects ptpehne: These projects will only in¬ 
crease regional dopa' I'y and adversely af¬ 
fect the people. 


{3)Stop import o/Jbedgninsfnm our- 
sidr. The ‘reller approach of govern- 
ment/NGOt needs to be stopped. All 
food for work programmes, free food 


Tabif 7: DisrmtTwist: L’^nd Distribution 


Distria 

Total NdPercemage Percentage 
of of A’ of Total 

Holdings Category land 
above to Total Owned by 
4.00 Hec- No of A’ 

lares (A) Holdings Category 

Batasore 

2III5 

9.28 

27.69 

Cuttack 

22692 

4.77 

22.21 

Gan jam 

17088 

.5.26 

27.50 

Sambalpur 

.18555 

12.07 

43.72 

Puri 

14655 

4.40 

24.01 

Kaiahandi 

244.15 

11.84 

37.68 

Orissa 

267106 

8.02 

.12..17 

(Average) 




Tahh 8- 

BENF.IK 1 ARIES OF IRRIGATION 


pROJEtTS 


Name of Project 

Beiienciary 

Pipal Nalla MIP* 

The Family 



members of former 



ruler of Kaiahandi 

Jamuna Sagar MIP** 



Uevisagar MIP** 



Karuna Sagar MIP** 

The Uountia family 



of Kasrupara 

Asurgarh MIP** 

No additional bene- 



Hi to any farmer 

Bandamunda MIP** 

Additional benefit 



is negligible 

Ashasagar MIP** 

Uovernmeni agri- 



cultural farm only 


* During state rule there was a diversion 
which WB.S made pucca after independence. 
** It is improvemeni of an existing ‘kata' 


TABi.E 6 Landuo! niNos and Pi rcentacf or Land Ow ned by Different Cateoori es of 
H ot uiNos in Difi erent Districts of Orissa, 1980-81 


Disti let 

Below 1 

Percen¬ 
tage of 
Total 
Holdings 

Hectare 

Percen 
tage of 
Total 
Area 

1 to 3.99 Ha 

Percen- Percen¬ 
tage of tage of 
Total Ibtal 

Holdings Area 

4 to 9.99 Ha 

Percen- Percen¬ 
tage of tage of 
Total Total 
Holdings Area 

10 Ha and Above 

Percen- Percen¬ 
tage of tage of 
Total Total 
Holdings Area 

Balasore 

50.62 

16.20 

42.84 

56.09 

6.02 

22.86 

0.51 

04JI3 

Bolangir 

40.79 

11.23 

49.91 

52.30 

7.65 

23,50 

1.63 

12.94 

Cuttack 

54 84 

21.38 

40.37 

56.40 

4.50 

19.31 

0,27 

02.90 

Dhenkanat 

42.96 

15.70 

51.82 

62.75 

4.84 

18.02 

0.37 

03.31 

Oanjam 

60.47 

23.76 

34.25 

48.72 

4.68 

20.31 

0.58 

07.19 

Kaiahandi 

20.64 

08.37 

58.50 

53.93 

10.23 

27.41 

1.61 

10.27 

Keonjhar 

43.82 

I5..33 

50.11 

62.19 

5.70 

20.32 

0.34 

03.03 

Koraput 

3.5.7.9 

09.52 

49.24 

44.68 

13.86 

36.09 

1.59 

09.69 

Mayurbhanj 

49.13 

18.80 

44.10 

54.31 

6.38 

23.27 

0.38 

03.60 

Phulbani 

43.88 

14.6! 

48.09 

55.59 

7.14 

22.80 

0.86 

06.98 

Puri 

63.31 

25.87 

32.27 

50.10 

4.06 

19.69 

0.34 

04.32 

Sambalpur 

36.63 

10.03 

50.27 

46.22 

11.16 

30.37 

1.91 

13.35 

Sundergarh 

30.33 

08.50 

58.57 

56.14 

9.91 

27,60 

I.8I 

07.74 

Orissa 

46.86 

15.05 

45.11 

52.56 

7.17 

24.93 

0.8S 

07.44 


Soun-r. StaUUicat Abstracts oj Orissa, 1985, DES, Orissa, Bhubaneswar. 
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OMnDUiKm Bfieos lo dc sioppea. iiw 
government h« to ensure fair price to all 
agricultural preduces by strengthening the 
marketing ne*«vork. 

(4) Support services for the fanners to 
be built-up and strengthened: There has 
been no o^ storage and other infrastruc¬ 
tures in ttie district for which onions, 
potatoes and other vegeubles and fruits 
of the district are procured by the traders 
at throw away 'pnces and exported to 
Raipur to be imported later for sale at 
high prices in Ralahandi. The rioius bet- 
weeit politicians, traders and the bureau¬ 
cracy has to be destroyed. This entails a 
long-term process of political and social 
education of the people for this alone 
holds the key lo development in the 
district. Without this, no developrheni 
programme will have any impact on the 
district. 

The policies of the state and national 
govet iitnenis as well as the policies at the 


MUCH has been written on the risks^of 
introducing long-acting hormonal con¬ 
traceptives in third world countries. The 
arguments include; doubts over long-term 
safety: unacceptable side-effects, parti¬ 
cularly chaotic mensUruai bleeding; 
women beitig urged to accept these 
methownixrm being told what side- 
effects to expect; and women being experi¬ 
mented upon with new drugs without in¬ 
formed consent. 

The above arguments are all valid in the 
current campaign in India against intro¬ 
ducing Norplant, a hormonal implant 
which, once fixed, is eipected to give con¬ 
traceptive protection for five years. 

in addition, there is a possibility of 
violation of human rights in the Norplant 
prr^ramme which did not exist in mass 
distribution of pills and in mass experi¬ 
mentation with injectables. Women on 
pHIs or injectables can simply discontinue 
thex methods if they cannot endure the 
side-effects. By throwing away the pills or 
lefii'iing to turn up for the next injection. 
Not so with Norplant. 


giooai level nave oeen directly aitectuig 
the common man living in any part of the 
earth. The recent changes in our govern¬ 
ment policies is going to have a tremen¬ 
dous impaa on the life of the common 
people. This is likdy to encourage stronger 
regional competition for ‘survival’. So, 
unless the people in Kalahandi are helped 
to be alert and active in advance, they may 
get pushed further down. 

The problems of Kalahandi arc not uni¬ 
que. Many other so-called drought-prone 
areas of Orissa and adjoining Madhya 
Pradesif and Bihar have more or less the 
same type of problems. Fortunately, there 
has been a growing consciousness among 
the common people of Kalahandi in re¬ 
cent times and a number of formal and 
informal groups hare come up to address 
to the issues of Kalahandi. In the ad 
ministration also, there are more people 
now who are willing to delve deeper into 
the issues of Kalahandi. 


Undoubtedly it was the need to ‘fix* 
potential drop-outs that led to the deve¬ 
lopment of an implant. An ideal fix-it, 
iueget-it method, guaranteed to satisfy not 
the user but the servke-providcr. Of 
course, ‘lemowl on request’ is a proi'ision 
duly included, but for all practical pur¬ 
poses it remains a paper promise. 

A health activist in Baroda gives me 
the example of a woman who received 
Norplant during Phase II trials of the 
drug in the 90s. Because of constant 
bleeding she was being phjsicalfy abused 
by her husband for denying sex. and by 
her mother-in-law for not being able to 
work in the kitchen. Each time she went 
to the hospital and asked for removal she 
was put off with an excuse: The bleeding 
will stop; it is nothing to srarry .about; the 
doctor is not here today: put up with it 
a litUe longer; next time we will sw; etc 
Eventually, after about ei^t visits stret- 
diing over several monlha the implant 
was removed when the woman threatened 
to commit suicide 


A mcailMr of a womeot fioup in 
Baroda gs%cs me a similar example of a 
woman whom she interviewed last year. 
The ade-effeds were too much, but it was 
only after rqieated visits to the hospital 
that the implant was finally removed. In 
this instance, she was not only made to 
run around by the hospital staff, but was 
also pressurised to retain the implant by 
her brother-in-law who was a hospital 
employee 

Both activists hare reported that 
hospital authorities refuse to divulge the 
names of Norplant acceptors, making it 
next to impossible to monitor the pro¬ 
gramme And it was only because of their 
broader community lew! work that they 
were able to identify a few women who 
had received Norplant. Nurses who are 
themselves on Norplant arc tight-lipped 
and refuse to discuss their experiences. 
tTne cannot even be sure, therefore, if they 
are truly willing acceptors. The secrecy 
shrouding the programme makes its 
human rights dimension highly suspect. 

The above arc not two stray instances. 
They are exanpks reflecting what is going 
on in other third world countries where 
Norplant programmes have been intro- 
due^. 

Studies in Family Planning (Volume 21, 
No 2. March-April 1990) has a report 
assessing ‘aa«ptabi!ity' Norplant in the 
Dominican Republic, f^ypi. Indonesia 
and Thaiiai.id The giy of it is that in all 
four counints there were reports that 
removal on uemand did r>(X orcto *o the 
‘satisfaction of the u.ser'. In Ih:iilartd drx- 
tois insist that users should centinue the 
method because it is costiv. Tiiai women 
getting Norplant are routiiisiy told that 
because it is a long-tem spacing method,. 
it vrill no» he removed for ‘minor side- 
effects’. 

The report states, somewhat mildly, that 
service providers need to distinguish bet¬ 
ween helping a woman cope with side- 
effects and coercing her to continue a 
method she has decided against. And adds 
that such coercion is equivalent to ‘usur¬ 
pation of a patient’s right to removal on 
demand’. 

In India much of the controversy over 
Norplant has got bogged dowm in a nit¬ 
picking argument over its safety. The 
point is that evui a ‘saf^ drug can used 
to violate human rights in a coercive 
-population control prognurane. State tei- 
rorism can take unexpected forms, and 
Norplant is neither merdy a feminist 
issue, nor is it merely a health issue. It 
needs also to be included on the agenda 
of those campaigning for the protection 
of human riijhts. 


Fix it, Forget it: Norplant and 
Human Rights 

Vimai BabHo.brtihm8nyan 

In India much of the controvi*rsy over Norplant has got bogged 
down in a nit-picking argument over its safety. The point is that 
even a ‘safe’ drug can be used to violate human rights in a 
coercive population control programme. 
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Patenting Gene Fragments 

Aruo Agnifval 


In the US, the National Institute of Health’s attempt to patent 
partial cDNA sequences corresponding to gene fragments in 
human brain tissue has sparked off a controversy which impinges 
on ethical issues and is critical to the evolution of the patent law 
on human interventions in naturally occurring substances. 


TECHNOLXXjICAL developments and 
changing concepts of property shape 
struggles over ownership. At one level, the 
emergence of patents, trade secrets, copy¬ 
rights, trademarks and mask works^ con¬ 
stitute simply a recognition of rights in in¬ 
tellectual property—a reward to innova¬ 
tion. At quite another, patents and similar 
legally enforceable property rights are 
another step in what seems the inexorable 
march of commodincatioir. One can 
interpret in either manner the latest con¬ 
troversy over intellectual property rights, 
the attempt by the National Institutes of 
Health (NIH) in the US to patent nearly 
3,000 partial cDNA sequences correspon¬ 
ding to gene fragments (also called 'ex¬ 
pressed sequence tags* or ESl's)^ in the 
human brain tissue.' Significant ethical 
issues are involved. At what point do the 
results of human interventions in naturally 
occurring substances become patentable? 
At what point does life itself become 
patentable? 

The US is arguably the world leader in 
biotechnology research. Not only is it the 
leader, it also remains the one world power 
that has exhibited the greatest willingness 
to flex its economic muscle in the cause 
of stricter worldwide intellectual proper¬ 
ty regimes.^ fbr a country like India, any 
major development in the US patent law 
regarding biotechnology signals a poten¬ 
tially profound impact. Precedents about 
what can be patented will in the long run 
influence hundreds of millions of house¬ 
holds in all developing countries.' The 
current controversy may influence the 
development of crucial drugs for cancer, 
AIDS and caidio-vascular diseases. At the 
same time, although the interests of 
developing countries are viully at suke, 
we have little say in the developments in 
this field because we partidpate only to a 
limited extent in biotechnological research 
that uses the latest techniques. 

The current controversy po.ssesses four 
aspects that merit aitemioa First, what 
is the relationship of the controversy to 
product devebpment and commercial ap¬ 
plications of scientiric discoveries? Patents 
are usually seen to promote new product 
develooment. But patenting each step in 


the process of discovery of a useful inven¬ 
tion may lead to excessive licensing fees. 
The cumulation of rents as each step of 
the process is patented, in effect, increases 
the fixed costs of ‘supplving’ new, com¬ 
mercially valuable research and products. 
Thereby it deters commercial advance¬ 
ment of a new discovery. Second, what 
problems does this di.spute in the existing 
patent law in the US? A final decision in 
this dispute will be critical to the evolu¬ 
tion of the patent law. The dispute calls 
into questiona basic i.ssue in patenting— 
whether patents can be sought purely on 
the basis of knowledge about the struc¬ 
ture of a substance, rathei than on the 
basis of knowing its function. Indeed, 
other criteria which are u,sed to determine 
whether a patent is warranted—non¬ 
obviousness and novelty—are also being 
questioned. Hiird, how will a decision in 
this case affect communication and ex¬ 
change of information among scienti-sts? 
If scientific discoveries begin to be 
patented, free exchange of information 
and subsequently innovation arc bound to 
suffer. And finally, what does this con¬ 
troversy bode for thr mierests of develop¬ 
ing countrie.s? 

Although the controversy is fat from 
being resolved, the most reoeiit chapter in 
the story came to an end when the Patents 
and Trademvks Office (PTO) of the US 
rejected the patent claims of NIH in 
August this year. * The beginnings of the 
story can be traced back to 1980 (Tliblc 1). 
That year, in Diamond v Chakrabarty, the 
US Supreme Court ruled that genetically 
engineered micro-organisms can be 
patented,^ overriding the initial patent 
office determination that living organisms 
cannot be patented. The 1980 ruling 
boosted the US biotechnology industry 
enormously. In 1988, the PTO awarded 
Harvard University a patent for a strain 
of mice which were highly susceptible to 
cancer The susceptibility to cancer had 
been produced using genetic engineering 
techniques. Both of these decisions, deem¬ 
ed to facilitate product development and 
commercialisation of biotechnology, pro¬ 
voked enormous criticism on ethical 
grounds. Maty commentators argued that 


it is unethical to patent gene sequences 
since these art part of the universal 
natural heritage of humanity. The NIH 
patent applications last year for more than 
2,750 partial cDNA sequences isolated in 
Craig Venter’s laboratory touch on similar 
and equally fundamental isaies. While the 
applications predictably triggered com¬ 
plaints about the detrimental effects on 
scientific research and communication,' 
this time even those who believe in the 
necessity of patents for product develop¬ 
ment are divided on the issue. 

According to NIH, there is little cause 
for either confusion or concern. It has 
claimed that its application made policy 
discussion on the issue possible, without 
any single individual securing the right to 
apply for the patents. This public spirited 
explanation, howevei, does not hold water. 
The NIH action has diawn tremendous 
criticism. 1 he FPO has rejected the ap¬ 
plication. The Hush administration has 
expressed its lack of symjvaihy for the 
applica'ions. But the Nil! director. Her- 
nadine Healy, is publiciv committed to 
pursuing the applications further. Three 
other factors may be cited in the support 
of NIH. Sina* 198(), the US government 
ha.s encouraged patenting inventions that 
result from federally funded research The 
government believes that cxdusive licences 
on patents will encourage pnvatc investors 
to commercially exploit new discoveries. 
The NIH is. iherclote, only following 
federal policy. .Second, if Venter had 
published his results, it would later have 
become difficult to patent useful proteins 
that were based on the sequences that he 
had derived. Difficulties in patenting 
would aiise especially if his work made 
'.he subsequent discovery ‘obvious’.’ 
NlH’s insistence to patent thus demonst¬ 
rates its desire to guard against an uncer¬ 
tain future where because of the diffusion 
of knowledge into the public domain it 
would become difficult to gain exclusive 
rights over new products. Finally, if the 
NIH did not file for patents, the option 
to apply would pass on to Venter who, in 
the meantime; ha,s left the NIH. 

It may seem then that the NIH had 
some justification in pursuing patents for 
the cDNA sequences lhai Venter identi¬ 
fied. Howevei, such a condusion can be 
made only if it is indeed the case that 
patenting the sequences would promote 
product development. How can that be 
decided? Statements from the biotechno¬ 
logy industry in the US provide one in¬ 
dicator. A majority of the companies have 
indicated that the cDNA patents, if 
granted to the NIH, would actually hurt 
the industry. The Industrial Biotechno¬ 
logy Association in the US passed a 
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unanimous resolution in June 1992 that 
the NiH should pursue patent applica¬ 
tions on genes only when the complete 
coding region (rather than fiaginents) and 
its biological function arc known. The 
Association of Biotechnology Companies 
(ABC) supported the NIH decision to file 
for patents but qualified its support by 
suggesting the NIH should grant non- 
eiclusive licences on the patents it receives. 
Such licences wilt possibly provide the 
NIH some return on its investment in 
genome research. But if the Nil! grants 
non-exclusive licences, the cause of pro¬ 
duct development will surely be ill-served. 
Since the stated objective of the NIH is 
not to seek financial returns but to pro¬ 
mote product development, the support 
from the ABC is ambiguous at best, 
because the ABC docs not believe that the 
strategy followed by the NiH will fulfil the 
stated objective of encouraging product 
development in biotechnology cumpu- 
nies." The third major association in 
which biotechnology companies arc mem¬ 
bers, the Pharmaceutical Manufacturers 
Association, also opposes the patenting 
of genes whose function is not known, 
since it "would ir<evitably impede the 
research "nd development of new medi¬ 
cines in this Cv"Uiry (the U is 

remarkable that the ^ stwhnoiogy in 
dustry should feet this wsy i .sc, quite 
demonstrably, the success of the j, y 
depends on as strict a patent regime as 
possible regarding coinmcicialisahic 
products." 

The adverse reaction of the biotech¬ 
nology industry forms one indicator of 
the desirability of the NIH applications. 
We can also investigate the impact of the 
NIH action on product deveiopmciii 
analytically. Whether NIH patents will 
promote the commercial development of 
products depends on the kind of patents 
it seen” . The NIH appbeation seeks 
patents for the cDN.A iliat have been 
isolated and the genes or longer sequences 
of which they form part But at present, 
even Venter has no idea about the func 
tion(s) that the cDNAs and associated 
proteins may perform. ‘‘* 

In Brenner v Manson" the DS 
Supreme Court held that nothing could 
be patented drat did not possess a use 
apart from being an object of .scientific 
inquiry.'* Patenting, in other words, re 
quires that the material or process to be 
patented possess ’substantial’ utility, and 
that it be of "specific benefit in currently 
available form".” The NIH has attemp¬ 
ted to get around this objection by iden¬ 
tifying relatively trivial uses for its se 
quences: it aigues, for example, that they 
can be used as genetic markers, or as 


probes in identifying new genes. Since the 
US law grants patents for all possible uses 
of a patented invention or material, if the 
NIH receives t he patents it will benefit not 
just from the uses it has identified for the 
isolated cONAs but for ail possible uses 
for all (he sequences of which its cDNAs 
form a part. The real purpose of the NIH, 
one feels compelled to conclude, seems to 
be to “control individual DNAs and 
thereby commerce in the proteins they' 
encod^"* 

This attempt by the NIH to control 
future develotsnents in gene idemification 
and to benefit from the efforts of later 
innovators goes quite beyond the provi¬ 
sions of the US IK'hnology Tfansfer Act 
of 1986. More importantly, perhaps, it 
reveals substantial deficiencies in the l.’S 
patent law which some have, ironically, 
called the most ‘progressive’ paten, system 
in the world It is because of these shon 


comings in the law that Vhnter can file Tor 
patents on ‘inventions* that are churned 
out by the computer at the rate of a thou¬ 
sand a month. 

The deficiency in the current US law 
regarding the issue of utility stems from 
the historical development of the patent 
law. Tne system oi patents was created to 
provide an exclusive but finite control over 
inventions that had a practica] use so that 
the inventor would have incentives to sink 
time, finances and effort into a new idea 
that may finally turn out not to have any 
practical implication. The patent system 
is thus designed to distinguish between 
‘pure research’, where the discoveries and 
findings should remain in the public do¬ 
main, and applied technological research 
which is more closely related to the 
marketplace In biotechnology, however, 
it is exceedingly difficult to differentiate 
between pure and applied research. With 


Tabli ; iMPURTANi' Steps in the Commebciai isation or Biotechnoij:njy 


Veai Significant Hvenis 


1971 firs! gene cloned 

1975 First I'ybridoni.a created. 

1976 First firm to ejtpioii tDNA technology founded in the US (Oenenlech). 

GenriiL Manipulation Advisory group started in the UK 

I^BO Diamond v Chakrabart y, US Supreme Court rules iliaf micro-organisms can be 
patented. 

Cohen/Bovet patent issued on technique tor rDNA. 

Spinks’ geporl in UK, Biotechnoiogy utsgeted ior Stevai:!- itrici Development. 
FRO targets biotechnology (tir kftD. 

Initial public offering h> Gtiirrsiech- sets recoJvi fo' fj.M-,.si t'. rc increase {$35 lo 
$89 Kt 20 mins). 

1981 First Monocloual Antibody (MAU) diagiiostii Kiti s^picvtO for use la the Uf' 
liqiao laigets Biotecl.nrrlogv, 

Oser 8rt new biotechruilc>gy firms formed in the US. 

Islg,"! Fifsi rDNA animal vaccine approved for use tn Iiuropc 

Frst tDNA drug for human use (irsuluO approved in U.H and I'K 
1983 I'trst expression of a plant gene iii a plant o' di.'feient species 

1985 Advanced Genetic Siiei'ces im- icceives fust erpcrimemal use permit issued by 
EPA for contiolled envir'mmenta! teiease of a genetiunlty altered organism. 

1986 Fcchn slogy Tiansfer Atl of ;hr liS— al'ows for patenting ol federally-sponsored 
research. 

1987 I he US Daients and Tiradrmarks Office announces that iion-humaii anmiais are 
paieniahle 

1988 NIH establishes programme to map the iiuniaii gene. 

First US Patent issued on animals—a transgenic mouse engineered to contain 
CAiiufi genes 

1989 Court in FRO stops construction of a test plant lo produce genetically engineered 
insmin 

Bioreniedtation gains attention as microbe-enhanced fertiliser u!«d to battle 
Exxon Valdez oil-spiil. 

1990 First bio-engineered food additive approved by the i IS FDA on Renin, enzvmc 
used to make cheese. 

FRf'i enacts Gene Law to govern use of bioIcchrioSogy. Human genr thciapy 
clinical trials apptoved. 

1991 Biotechnology companies sell $17.7 billion in new stock. 

, The US EPA approves the first geneticaliv-engineered biopesticide for sale. 


Sourer. Thble adapted from US Congress, Office of Irehnology Asseasment, Biotechnology in 
a Global Economy, OTA-B.A-494, US Government Priming Office, Vtehington DC, 
October 1991. 




Economic and Political Weekly May 29. 1993 



the ponibilHy tiiat each new discovery 6r 
«clv«nce In tne academitfs Iabonit<»y may 
lead to future commercial applicaiioils, 
the boundaries are becoming increasingly 
blurred. 

Thus, although it may in the past have 
seemed inconcdvable tlut anyone would 
go to the trouble of inventing something 
that did not have utility, and further, 
would want to patent such ‘useless’ inven¬ 
tions, the manner in which developments 
take place today in biotechnology means 
that there is a significant possibility of 
new uses being discovered for materials 
that have simply been identified. The 
observable consequence of this prospect 
is that patent applications are generated 
on every step of the way from the initial 
discovery to the possible final marketplace 
application. The NIH application reflects 
this phenomenon. It seeks to control the 
undiscovered uses of the proteins encoded 
in human genes rather than merely the 
uses for the cDNAs noted iir its applica¬ 
tion. Here an analogy is illustrative. The 
NIH attempt has been compared to some¬ 
one claiming huge plots of land on the 
possibility that there may be gold under¬ 
neath. As Robert Merges, professor of law 
at Boston University notes, mining laws 
in the US piotect against this kind of 
action. There are limits to what can be 
claimed, the land must be worked for the 
rights to mature, and according to him. 
a similar law is needed in the context of 
the cDNA patents. 

The debate on the NIH patent applica¬ 
tions is indisputably intricate on grounds 
of utility and with respect to the ethics of 
monopolising the humane genome. On 
technical/legal grounds of novelty and 
non-obviousrKss, the applications are even 
more problematic. '* Novelty means that 
an invention should not have existed in the 
public domain prior to the filing of a pa¬ 
tent. Non-obviousness means that a |)ci- 
son of ‘ordinary skill’ should not have 
beeti able to come up with the claimed in- 
rcntion using existing knowledge and 
techniques. Ihe NIH cDNA sequences 
have been derived using conventional 
techniques to cDNAs available from a 
commercial cDNA library. And while the 
gene fragments may in the future turn out 
to possess unexpected properties, the 
characteristics identified in the patent ap¬ 
plications, at least, are entirely predictable 
ones.” 

If the NIH is ultimately granted the 
patents, this would open the field to all 
laboratories and researchers who have ac¬ 
cess to the widely-known technology used 
by the NIH to derive the partial cDNA 
sequences. Venter alone has received $70 
million to continue his work on an even 
larger scale at the privately funded new 


organisation ‘institute for Genomic 
Research’ that he has joined. The institute 
has been founded to commercialise 
genome research.’* It will initially focus 
on sequencing cDNA, the one area of 
genome research that most analysts agree 
possesses relatively short-term ctmimerv'ia! 
potential.” 

MAUkKT POTFNTIAl 

The human genome has some 1,00,(XXI 
genes. If we consider Venter’s vow to iden¬ 
tify 2,(XX) genes every week, he is clearly 
in a position to patent the entine human 
genome in short order. Wallace Steinberg, 
the nnancial backer of the Institute of 
Genomic Reseaich, believes that as manj 
as 20,(XX) of tlie genes could provide lead; 
for drug devdoprnent. ” Even if only a 
few of the genes express medically u.scrul 
proteins, the persons who can patent par¬ 
tial cDNA sequences for them would be 
sitting very pretty The long-tenn commer- 
ciaf potential has not been lost on other 
investors on Will Street. Frederic Bourke, 
a wealthy entrepreneur, intends to start a 
sequencing company with an inve.stment 
of $ 50 -i60 millions. Other investors arc 
maintaining careful watch (c g, the 
Maryland-based Genetic Therapy inc).’^ 
Ilie interest of Wall Street is not misplac¬ 
ed. Several block-buster dri^s have been 
developed employing biotechniques and 
enormous profit.'; from new bio-drugs arc 
a distinct possibility.” However, if 
patents are gianted on discoveries that 
have no obvious current utility, not only 
may future paidiict development become 
more uncenam. new investment may also 
be deterred. 

The current ccmiroversy over patenting 
cDNA becomes all the more significant 
since many of the bio-drugs that are final¬ 
ly developed will use DN A or messenger 
RNA. The international patent regime 
that will greet the protlucU of biotech¬ 
nology companies as the products are sold 
in global markets will determine who 
benefits, in what manner, and to what ex¬ 
tent. If the pro begins to grant patents 
on the basis of the structure of the cONAs 
alone, it seems obvious that a very small 
number of individuals will gain a Full 
Nelson on the human genome. It seems 
equally obvious therefore that when 
patents are granted for particular 
substantres, only the known uses of these 
substances should be patentable—not all 
possible uses induding those that have not 
been discovered.” 

In short, only slim grounds exist for 
granting patents to the NIH on the 
cDNAs it has claimed. In Ui^t of this, the 
initial ruling by the PPO to reject the NIH 
patent applications is heartening. The ap¬ 


plications were rejected on all the three 
grounds of utility, novelty and non¬ 
obviousness. The sequences lacked ob¬ 
vious utility snee their value as probes was 
not clear; they lacked novelty since they 
were derived from a publicly available col¬ 
lection; and they lacked obviousness .since 
many of the ba.se sequences of the frag¬ 
ments had already bwn published in the 
literature.’' But at the same time, the 
NIH diictiur, Bcrnadine Healy, has 
asserted that ttie NIH had anticipated the 
respon.se ot (he PTO all along, that such 
rejections are routine at the first stage of 
an apphaition, and that the NIH is going 
to revise and tile new applications soon. 

rtie di.spute. as it unfolds at the level 
of the major participants in the debate 
seems to shed little light on how it can be 
resolved. Even the courts, should the mat¬ 
ter be referred to them in the course of 
time (as it undoubtedly will be), have few 
legal guidelines in (he matter. What is 
available as guideline is case law. But it 
makes little sen.se to rely only on court 
decisions made in the past for future 
developments since the past is so inade¬ 
quate a guide in this rapidly evolving field. 
New legislative remedies must be provided, 
and they must take into account the fact 
that just a few researchers can use partial 
cDNA sequences to patent the entire 
human genome in a matter of years using 
fairly limited resources. The same techni¬ 
ques used for sequencing the human DNA 
can also be used for other organisms that 
seem to possess commercially potential- 
providing a means to gain patent rights 
on these other organisms too. It makes 
ncithei economic, nor ethical, nor poli¬ 
tical sense then, to effectively grant a few 
individuals monopoly rights over all 
possible drugs developed using DNA from 
living organisms. 

Because this ca.se holds enormous 
ethical, political and commercial portent, 
t is regrettable that the US has refused to 
ice any need for new legislative or policy 
guidelines in the matter. D Allan Bromley, 
he science advisor to George Bush, 
believes that there exists no need for a 
policy initiative since the PTO will not ap¬ 
prove the NIH applicatioa He has also 
rejected the need for any international 
treaty on the subject since such a treaty 
would be like ‘using an elephant gun to 
kill a butterfly’,” What Bromley does not 
anticipate is that in the absence of a 
policy, controversies similar to the NIH 
applications can also be guaranteed in the 
future. 

On this issue (as of courre on many 
others), the stand taken by the Bush ad¬ 
ministration in the US White House seems 
confounding. One of the primary reasons 
cited by the NIH to defend its actions is 


Economic nmi PoHtkal Wlreklv Mav 29. 199$ 


1091 



DM US foveminent poii^ or enccHiragtng 
patenting of research results. But if the US 
government is against the patenting of 
partial gene sequences, a clear statement 
to the effect would clear much confusion 
and prevent internationai ill will. By ex¬ 
pressing the hope that the patent claims 
will be rejected, while at the same time re¬ 
jecting the need for any clear or consis¬ 
tent policy, the US government is sending 
mixed signals not just to the NIH but to 
all researchers in the field, and to the PTO 
itself. The governmept, in effect, seems to 
be saying that ca.se-by-case decision¬ 
making is the optimal policy in highly 
controversial stuations since it is difriculi 
to reach agreement on the principles in¬ 
volved. This, however, is an invitation tc 
‘muddle through’, evidently the policy op¬ 
tion universally preferred by bureaucracies 
and politicians. It avoids unpopular 
stances and uses a logic of justification 
to rationalise dectsion.s that in the long 
run often prove harmful.” 

The pernicious effects of the NIH ac¬ 
tion on international genome research are 
already being felt. The Medical Research 
Council in Britain has followed the action 
of NIH and has decided to keep its 
genome database to itself.^ David Galas, 
the director of the US department of 
energy, has warned tiiat pursuing patents 
of partial gene sequences is likely to lead 
to further disputes, “inhibit real innova¬ 
tion”, and create patents that are “all but 
useless”. Axel Kahn, the research director 
of the Prench Science Agency INSERM, 
has expressed firm French opposition to 
patents on partial sequences and has ac¬ 
cused the NIH of exaggerating the risk.s 
of not patenting.*' Indeed, most Euro¬ 
pean governments have deplored the NiH 
policy. At the same time, France, England 
and Japan have sought an international 
treaty to prevent patenting of substances 
whose function remains unknown Patent 
rights over a discover)' have not yet incited 
situations where those using the discove¬ 
ries for further academic research ate sued 
by the patentholders. But if patents begin 
to be granted for substances and processes 
whose functions are barely known, suing 
those who use a patented discovery for 
scientific research woultj^ecome a very 
^real possibility. The adverse impact of 
such 8 situation on new research and in¬ 
novation can be readily imagined. 

The final decision on this case will 
critically influence issues of free sctentific 
exchange in research, produa develop¬ 
ment and safeguarding inventor’s rights, 
patenting of substances on the basis of 
structure rather than function, and le- 
quirenienU on patent applications regard¬ 
ing the utility of the invention, its novel¬ 
ty and its obviousness. For these laiget 


reasons the case is significant. But for the 
spedfic issues conoeming Kquendng and 
mapping of the human genome,*^ the 
case may prove to be less significant 
because the knowledge about the human 
genome may be soon available in the 
public domain.** The Human Genome 
Project, an international collaborative 
research project, is also sequendng and 
mapping the entire human genome using 
a structural approach to begin with. Once 
the structure of the human DNA has been 
identified, research on identifying the 
funaions can proceed. It is interesting to 
note, therefoie, that when the genome pio- 
ject was esublished, both the Office of 
Ibchnology Assessment, and the National 
Research Coundl in the United States 
dedded not to patent gene sequences. 'Rvo 
of the 24 human chromosomes have 
already been liilly mapped by the Human 
Genome Project. In view of the vast 
amount of information that the project 
is going to uncover, it is reassuring at least 
from the point of view of developing 
countries that many of the researchers in¬ 
volved with the Human Genome Project 
believe that the Genome daubases they 
create should be open to aiiyone with any 
interest for any reason.*^ Others criticise 
the approach of scientists like Venter 
whose “primary concern (is) chipping off 
profitable pieces of the genome”.** Many 


of the Genome Project sdentists argue 
that the idea is to decode infonnatioii that 
is valuable to the entire human spedes. If. 
these researchers have their way much of 
the knowledge reiHesented by the cDNAs, 
and relatedly, their commercial potential 
may pass into public domain. Fittingly, it 
would be quite independent of the final 
outcome of the NIH case. 

For developing countries, the current 
case promises to set precedents that will 
signiHcantly affea future developments in 
new technologies. There is a iar^ class of 
diseasesthat nuqr prove amenable to treat¬ 
ment by drugs developed using No-tech¬ 
nologies. The natural immune system is 
relatively ineffective in coping with some 
organisms that can dtiiCT shuffle the genes 
of their surface proteins, or may be too 
huge or complex for traditional methods 
ofmedkine to yield answers.** It nu^ be 
only through the use of highly advanced 
technologies that any solutions to such 
diseases become aviulable. Similarly, gene 
technologies are beginning to provide im¬ 
portant tools in diagnostics as well as 
therapeutics. Further, many of the human 
diseases ate of genetic origin. The Human 
Genome Project will therefore; in time, 
provide a picture of genetic pathology that 
will prove invaluable in identifying the 
pre^ce of genetic factors that predispose 
individuals tocenain kinds of diseases. A 
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.conclusion of the cONA potent applica- 
jtioni in fsvow of the NiH will ineke it 
.'that much more difficult for the devdop- 
iing countries to gain the benefits of new 
lechnoiogies and possibiy the benefits 
foxn the Human Genome Pioject. Finally; 
a decision favouring the NIH may also 
close off for us future options for resear¬ 
ching the human DNA that we may wish 
to keep open. 

The final decision in this case will also 
affect other genome projects. Computer 
technology continues to register pheno¬ 
menal advances in storing data and pro¬ 
cessing infomiation. Electronic chips 
capable of storing gigabytes of data will 
be used commerdaily in 1^ than 10 years. 
Matching processing speeds for data 
retrieval and processing are equally immi¬ 
nent. As computer technology makes gene 
sequencing and mapping more cost-effec¬ 
tive, there will be genome projects for 
other living organisms that possess com¬ 
mercial value.The United States 
department of agriculture (USOA) has 
already initiated a plant genome project 
.and is planning an animal genome pro¬ 
ject with the object of obtaining genome 
maps for ail major crop species important 
to the US. (These include corn, tomato, 
rice and soybean. Animal species such as 
swine and cows are included). Genome 
projects are also under way in the Euro¬ 
pean Community and Japan. Gene maps 
and sequences obtained from the genome 
projects will be used to manipulate genes 
in crop and animal species that code for 
desirable traits such as hybrid vigour, 
disea.se resistance, drought resisunce, 
resistance to temperature variations and 
to cold, salt tolerance, better taste and 
production of specific substances.** Since 
it is now poffiible to accomplish cross- 
s^ies gene splicing using rDNA techni¬ 
ques, the abwe wish list is not as far¬ 
fetched as it may seem. 

Ignoring tedinologica) and legal devekrp- 
ments that take place in the US and other 
western nations wUI prove not just a short- 
flghted policy. It is also detrimental to the 
interests of the developing countries in the 
immediate run. We must attempt to gain 
a share in emerging technological develop¬ 
ments, create indigenou.s research capacity 
and match oif legal provisions to changes 
taking place in the west, especially 
changes in the US. The only other option 
is to foreclose future options. 

Notcis 

{I wrote this paper as a Ciriacy Wantrup post¬ 
doctoral fellow in the department of forestry 
and resource managemeni at the University 
California, Berkeley. I gratefully acknowledge 
the comments and support I received fnmi 
Sabine Engd, Vinay Gidwaqj and Jeff Romm- 
while writing the paper.] 
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PERSPECTIVES 


Marx after Marxism 

A Subaltern Historian’s Perspective 

Dipeoh Chakrabarty 

The old certitudes which once made Marxists feel like they 
belonged to one international tribe have to be rethought. But this 
rethinking has to issue from our own positions as intellectuals 
who think out of a real or imaginary base in India, and its tasks 
cannot be deduced from contemporary European and Anglo- 
American theory in any formulaic manner. An attempt at 
outlining a possible approach to this question. 


AT the outset 1 should make it clear that 
my remarks do not in any way implicate 
the Subaltern Studies collective. What 
follows are my own reflections on some 
current problems of Marxist historio¬ 
graphy as they appear to me, and they 
arise from an interest in writing histories 
of subaltern classes and of the phenomena 
of subordination and domination in gene¬ 
ral. But they also arise at a particular time 
when Marxism is' being seriously ques¬ 
tioned in avant-garde western theorising. 
Since to be a Marxist is to work within 
European traditions of thought anyway, 
one can ignore the challenge of what 
generally pass under names like ‘post¬ 
structuralism’ or ‘deconstruction’ only at 
one’s peril. The old certitudes that once 
made Marxists feel like they belonged to 
one international tribe have to be 
rethought. (This at any rale is one of the 
assumptions on which this short inter¬ 
vention is based.) Bui this rethinking has 
to issue from our own positions as intel¬ 
lectuals who think out of a real or 
imaginary base in India, and its tasks 
cannot be deduced from contemporary 
European and Anglo-American theory in 
any formulaic manner. What follows is an 
attempt at outlining a postible approach 
to this question. 

Many readers will recall that Subaltern 
Studies began as an argument within. 
Indian Marxism and in particular against 
the teleologies that colonialist and nationa- 
list-Marxist narratives had promoted in 
the 1970$ in the field of Indian history. 
Initially, we wanted to oppose the metho¬ 
dological elitism of both varieties, but our 
aim was also to produce ^tter’ Marxist 
histories. It soon had bKome clear, 
howevei, as our research progressed, that 
a critique of this nature could hardly 
afford to ignore the problem of univer- 
salism^Eurooentrism that was inherent in 


Marxist (or for that matter libeial) 
thought itself. This realisation made us 
receptive to the critiques of Marxist 
historidsm—in particular to the message 
advocating an attitude of ‘incredulity 
toward grand narratives’—that French 
post-structuralist thinkers increasingly 
made popular in the English-language 
academic world in the 80s. But there have 
always remained important and crucial 
differences. Unlike in the Pans of the post- 
strticturalists, t here was never any question 
in Delhi, Calcutta or Madras of a whole¬ 
sale rejection of Marx’s thought. 
Foucault’s scathing remark in The Order 
of Things that "Marxism exists in 
nineteeth-centurv thought as a fish in 
water, that is, it is unable to breathe 
anywhere else”, may -have its point 
(however exaggeiated) but it never 
resonated with us with anything like the 
energy that anti-Marxism displays in the 
writings of some post-modernists. 

This was so not because we believed in 
any Fiabermasian project of retrieving 
Enlightenment reason from the clutches 
of an all-consuming instrumental rationa¬ 
lity. Our attachment to Marx’s thought 
has different roots. They go back to the 
question of European imperialism from 
which the problem of Indian modernity 
cannot be separated. (The question of 
colonial modernity, or I might say the 
question of colonialism itself, remains an 
absent problem in much post-structura¬ 
list/post-modern writing.) However, for a 
modern Indian intellectual—that is, some¬ 
one who engages in serious commerce 
with the thought-products of the European 
Enlighterunem and with their inheritances 
and legacies but someone who is also 
aware, from the cultural practices of Indian 
society, of there always beiitg other possi¬ 
bilities of ‘worlding’ that now exist in 
uneven and often subordinate idationship 


to ‘Western metaphysics’ (forgive this 
summary expression)—it is difficult to 
trash Marx’s thought quite in the manner 
of a Foucault. Again, not because it is 
difficult to sympathise with the intel¬ 
lectual criticisms of historicism. (I will in 
fact go on to argue here that these 
criticisms have to be made central to our 
reading of Marx.) It is because critical 
narratives of imperialism aie constitutive 
of our collective origin-myths. The story 
of becoming an ‘Indian’ academic-intel¬ 
lectual and having to (because there is no 
other realistic option!) deal in and with 
thoughts that never fail to remind you of 
their European origins, does not make 
sense without there being a concomitant 
narrative locating ihe emergence of such 
an intellectual class in the history of 
capitalist/European imperialism. To say 
this is not to claim Ihe privileges of the 
‘victim’. Imperialism enables as much as 
it victimises. Without English imperialism 
■n India and a certain training in Anglo- 
Euro habits of thought, there would not 
have been any Subaltern Studies. The 
story of ‘capital’ and that of the 
emergence of the market-society in 
Europe—undeniably a hisloricist narra¬ 
tive in the most popular recensions—have 
a central place in our collective self- 
fashioning. It follows then that Marx’s 
critique of capital and commodity will be 
indispensable for any critical understand¬ 
ing we might want to develop of ourselves. 
How can a critique of modernity in India 
ignore the history of commodification in 
that society? But, at the same time, this 
relationship to Marx cannot any longer be 
the straightforward one that the Indian 
communist parties once encouraged, 
where the serpting of our histories on the 
lines of some already-told European 
drama posed no intellectual problems for 
self-understanding. 

As deconstructive political philosophy 
increasingly ponders the intractable 
problem oi genuinely ‘non-violative’ 
relationship between the Self (‘the West’) 
and its Othci; and turns to questions of 
difference and ethics—questions made 
urgent by thig current globalisation of 
capital, information and technology—the 
task lor students of Marx in my part of 
the world does not seem to be one of 
improving ‘Marxism’ in order to make it 
impregnable against further assault from 
the post-modernists. Much in Marx is 
truly 19th-century, gender-blind and 
obviously Eurocentria A post-colonial 
reading of Marx, it seems to me, would 
have to ask if and how, and which of, his 
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cateiories could be made to speidc to what 
we have learnt from the philosophers of 
‘difference' about ‘responsibility’ to the 
plurality of the world. The age of multi¬ 
national capital devolves on us this res¬ 
ponsibility to think ‘diffeience' not simply 
as a theoretical question but as a tool ibr 
producing practical possibilities for 
action. 

The talk of ‘difference’ often elicits 
hostile response from Marxists. There 
appear to a couple of things at stake. 
There is. first of ail, the long-ingrained 
habit of thinking the world through the 
common, and seemingly universal and 
solidarity-producing, language of Marxist 
prose. Secular history itself is a master- 
code implicit in modern poEtical thought. 
Historians are comfortable with the talk 
of difference so long as the talk does not 
threaten the very idea of history itself. 
This produces a second-order problem to 
which there is no quick and readymade 
solution and which therefore looks to 
many like an intellectual dead-end. How 
would conversation proceed between two 
historians if ’differences’ could not be 
contained within the sameness of the very 
code (i e. history) that made the conver¬ 
sation possible in the first place? One may 
legitimately ask: How can one write/ 
think/ulk the non-West in the academia 
without in some sense anthropologising 
it? Most historians would prefer to stop 
at this point and simply get on with the 
jobi Progressive historians would perhaps 
even endorse the strategy of "anthro- 
pologising’: it is part and parcel, they 
would in effect argue, of t'ne struggle to 
make the world more democratic. After 
all, what material benefits can the 
subaltern classes gain from imaginations 
in which gcxls, spirits, humans and 
animals cohabit the same world? Painting 
out that a secular and modern historical 
consciousness is itself part of the problem 
of ‘colonisation of the mind’ for many 
'traditions’ such as those of the 
‘Hindus’—I am not making a universal 
claim and I have put the word Hindu in 
quotes to indicate its socially con.structed 
and contingent nature—is often of no 
help to these historians. 

Mn, as an Indian historian, this is where 
I think we confront an almost insoluble 
problem in writing subaltern history. The 
problem is also of some critical urgency 
in India given the current wave of 
Hindutva. Let me explain the problem of 
method by referring to this group we have 
called ‘Hindus’. For most Hindus, gods, 
spirits and the sonaUled supernatural have 
a certain *rHiiiiy’. They are as real as 
‘ideology’ is—that is to ss% after Zizek, 
they are embedded in practices. The 


secular calendar is only one of the many 
time-worlds we travel. The bringing 
together of these different time-worlds in 
the construction of a modern public life 
in India has always had something to do 
with all the major crises modern India has 
had to endure, the most recent being the 
current upsurge of a fascistic Hindu 
movement that has already caused enor¬ 
mous sufferings to the Muslims. The usual 
vocabulary of political science in India, 
which discusses this problem in terms of 
European categories of the secular and the 
sacred and makes this into a question 
(recycled from European history) of 
‘religion’ in public life, is pathetically 
inadequate in its explanatory capacity. 
The word ‘nfligion’, everybody agrees, 
captures nothing of the spirit of all the 
heterodox Hindu practices it is meant to 
translate. For however cynical one may be 
ill one’s analysis of the ‘reasons' why the 
Hindu political parties may want to use 
the ‘Hindu’ card, one still has to ask 
questions about the many dilferent 
meanings that divine figures (such as the 
god-king Rama) assumes in our negoti¬ 
ations of modernity. But this is where I 
return to the dilemma I posed in the 
previous par^raph: Do we, in the already 
universal language of Marxist prose, 
simply anthropologise these meanings, or 
do we. in developing a Marxist prose 
suited to our struggles (i e, the struggles 
that arise for modern Indian intellectuals 
from their being situated in a colonial 
modernity) also struggle to inscribe into 
the visions of Marx’s critique of capital, 
horizons of radical otherness? 

1 cannot pretend to escape these pro¬ 
blems any more than other Marxists can, 
nor do I aspire to do so. The very limited 
question 1 can deai with in this short space 
is: Do Marx’s categories allow us lo trace 
the marks of what must of necessity 
remain unenclosed by these categories 
themsehes? In other words, arc there ways 
of engaging with the problem of ‘univer¬ 
sality’ of capital that do not commit us 
to a bloodless liberal pluralism that only 
subsumes ail differencefs) within the 
Same? 

fjooking back at some work I did on 
(Indian) ‘working class’ history a few 
years ago, I only seem to have half- 
thought Che problem. I documented a 
history whose narrative(s^ produced seve¬ 
ral points of friction with the teleologies 
of ‘capiui’. In my study of the jute mill 
workers of colonial Bengal I tried lo show 
how the production relations in these miib 
were structured from the inside as it were 
by a whole series of relations that could 
only be considered ‘pre-capitalist’. The 
coming of Capital’ and ‘commodity’ did 


not appear to lead to the politics of equal 
rights that Marx saw as internal to these 
categories. 1 refer here in particular to the 
critical distinction Marx draws between 
‘real’ and ‘abstract’ labour in explaining 
the production and form of the commo¬ 
dity. This is how I then read the distinctioa 
(with rnormous debt to Michel Henry and 
I I Rubin): 

Marx places the question of subjectivity 
right at the heart of his category ‘capital* 
when he posits the conflict between ‘real . 
labour' and 'abstract labour' as one of its 
central contradictions. ‘Real labour’ refers 
tn the labour powei of (he actual indi¬ 
vidual, labour power *3$ it exists in the 
personality of the labourer—that is, as it 
exist.s in the ‘immediate exclusive indivi¬ 
duality’ of the individual, .lust as per¬ 
sonalities differ, similarly the labour 
power ot one individual is different from 
that of another. ‘Real labour' refers to the 
essential heterogeneity of individual 
capacities. ‘Abstract’ or general labour, on 
the other hand, refers to the idea of 
uniform, homogeneous labour that capita¬ 
lism imposes on this heterogeneity, the 
notion of a general labour that underlies 
‘exchange value'. It is what makes labour 
measurable and makes possible the gene¬ 
ralised exchange of commodities. It 
expresses itsell . in capitalist discipline, 
winch has the sole objective of making 
every individual’s concrete labour—by 
nature heterogeneous—uniform and 
homogeneous''through supervision and 
technology employed in labour process. 

... Politically, .. .the concept of ‘abstract 
labour’ is an extension of the bourgeois 
notion of the ‘equal rights' of ‘abstract 
individuals', whose political li fe is refkaed 
in ihe ideals and practice of ‘citizenship’. 
The politics of ‘equal rights’ is thus 
precisely the ’politics' one can read into 
the category ‘capital’... (Chakrabarty, 
Rethinking Working-Class History: 
Bengal IS90-1940, Princeton University 
Press, 1989. pp 225-26.) 
il now seems to me that Marx’s cate¬ 
gory of ‘commodity’ has a certain built- 
in openness to ‘difference’ that I did not 
fully exploit in my exposition. My reading 
of the term ‘pre-capital’ remained, in spite 
of my efforts, hopelessly historicist, and 
my narrative never quite escaped the 
(false) question. Why did the Indian 
working class fail to sustain a long-term 
sense of class-consciousness?, the meta- 
probfem of 'falure* itself arising from the 
well known Marxist tradititm of positing 
the working class as a transhistorical 
subject. Besides, it is also dear from the 
above quote that my reading took the 
ideas of the ‘individual’ and ‘personality’ 
as unproblematicaliy given, and read the 
word ‘real’ Cm ‘real labour*) to mean 
something primordially natural (and 
therefore not social). 
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Bui my larger Mure li^. in nay inatHlity 
to see that if one reads the ‘real* as 
socially/culturally produced—and not as 
a Rouawauvian ‘natural*, something that 
refen simply to the naturally different 
endowments of different, and ahistorical, 
individuals—other possibilities open up, 
among them the one of writing ‘differ¬ 
ence' back ink) Marx. For the ‘real’ then 
(in this reading) must refer to different 
kinds of ‘sodal’ and. hence to different 
orders of temporality. It should in 
principle even allow for the possibility of 
these temporal horizons being mutually 
incommensurable. The trtmsition from 
‘real* to ‘abstract’ is thus also a question 
of traiuition from many and possibly 
incommensurable temporalities to the 
homogeneous time of abstract labour, the 
transition from ‘non-history’ to ‘history’. 
‘Real* labour, therefore, is precisely that 
which cannot not be enclos^ by the sign, 
commodity, whife it constantly inheres in 
the latter. Ihe gap between real and 
abstract labour and the force constantly 
needed to close it, is what introduces the 
movement of ‘difference’ into the very 
constitution of the commodity and thereby 
eternally defers its achievement of its 
true/ideal character. 

The sign ’oommodity’, as Marx explains, 
will always carry as parts of its internal 
structu.-c certain universal emancipatory 
narratives. If one overlooked the tension 
Marx situated at the heart of this category, 
these narratives could indeed produce the 
standard teleologies one normally encoun¬ 
ters in Marxist historicism: that of citizen¬ 
ship, the juridical subject of Enlighten¬ 
ment thought, the subject of political 
theory of rights, etc 1 do not mean to 
deny the practical utility of these 
narratives in modern political structures. 
The more interesting problem for the 
Marxist historian, it seems to me, is the 
problem of temporality that the category 
^mmodity*, constituted through the 
tension b^veen ‘real’ and ‘abstract’ 
labour, invites us to think of. If ‘real’ 
labour, as we have said, belongs to a world 
of heterogeneity whose various tempo¬ 
ralities—Michael Taussig’s work on 
Bolivian tin miners dearly shows that they 
are not even all ‘secular’ (i e, bereft of gods 
and spirits)—cannot be enclosed in the 
sign History, then it can find a place in 
a historical narrative of capitalist 
transition (or commodity production) 
only as a Derridean trace of something 
that cannot be enclosed, an element 
that constantly challenges from within 
capital’s and commodity’s—and by impli¬ 
cation, History’s—claims to unity and 
universality. 

The prefix ‘pre* in ‘pre-capital’, it could 


be said similarly, is not a refeience to what 
is simply chronologically prior on an 
ordinal, homogeneous scale of time. 
‘Pre-capitalist’ is a hyphenated identity, it 
speaks of a particular relationship to 
capital marked by the tension of differ¬ 
ence in horizons of time. The ‘pre-capita¬ 
list’ can only exist within the temporal 
horizon of capital and is ytx something 
that disrupts the continuity of this time 
precisely by suggesting another time that 
Is not on the same, secular, homogeneous 
calendar (which is why what is pre-capital 
is not chronologically prior to capital). 
This is anotha time which, theoretically, 
could be entirely incommensurable with 
the godless, spiritless time of what we call 
‘history’. 

Subaltern histories, thus conceived in 
relationship to the question of difference, 
will have a split running through them. On 
the one hand, they are ‘histories’ in that 
they are constructed within the master- 
code of secular History and use the 
accepted academic codes of history¬ 
writing (and thereby perforce anthropo- 
iogise all other forms of memory). On the 
other hand, they cannot ever afford to 
gihnt this master-code its claim of being 
a mode of thought that comes to all 
human beings naturally, or even to be 
treated as something that exists out there 
in nature itself (remember the tell-ule title 
of J B S Haldane's book. Everything Has 
A History"!). Subaltern histories are 
therefore constructed within a particular 
kind of historicised memory, one that 
remembers History itself as a violation, 
an imperious code that accompanied the 
civilising process that the European 
Enlightenment inaugurated in the 18ih 
century as a world-historical task. This 
memory docs not have the character of 
nostalgia for it bespeaks a pain that is in 
no sense historical in our parts of the 
world. 

Of course, the empirical historian who 
writes these histories is not a peasant or 
a tribal (and often not even a woman) 
himself. He produces History—as distinct 
from other forms of memory—precisely 
because he has been transposed and 
inserted—in our case, by England’s work 
in India—into the global narratives of 
citizenship and socialism. He writes history, 
that is. only after his own labour has 
entered the process of being made abstract 
in the world-market for idesiional commo¬ 
dities. The subaltern, then, is not {he 
empirical peasant or tribal in any straight- 
forvraid sense that a populist proghunme 
of history-writing nuy want to imagine 
The figure of the subitem is necessarily 
mediated by problems of representation. 
In terms of the analysis that I have trying 


to develop here, one might say that, 
subaltern is what fractures from within the 
signs that tell of the insertion of the 
historian (as a speaking subject) into the 
global narratives of capital. It is what 
gathers itself undo’ ‘real’ labour in Marx’s 
critique of capital, the figure of difference 
that govcrnmentality--in Foucault’s sense 
of the term—all over the world has to 
subjugate and civilise. 

There are implications that follow: 
subaltern histories written with an eye to 
difference cannot constitute yet another 
attempt—in the long and universalistic 
tradition of ‘socialist’ histories—to help 
erect the subaltern as the subject of 
modern democracies, that is, to expand 
the history of the modern in such a way 
as to make it more representative of 
society as a whole. This is a laudable 
objective on its own terms and has un¬ 
doubted global relevance. But thought 
does not have to stop at pditical demo¬ 
cracy or the concept of egalitarian distri¬ 
bution of wealth (though the aim of 
achieving these ends will legitimately fuel 
many immediate political struggles). But, 
fundamentally, this thought is insensitive 
to philosophical questions of difference 
and can acknowledge difference only as 
a practical problem. Subaltern histories 
will engage philosophically with questions 
of difference which are elided in the 
dominant traditidbs of Marxism. At the 
same time, however, just a.s ‘real’ labour 
cannot be thought outside of the proble¬ 
matic of ‘abstract’ labour, the subaltern 
cannot be thought outside of the global 
narrative of capital though it docs not 
belong to this narrative Stories about how 
this or that group in Asia, Africa or Latin 
America resisted the ‘penetration' of 
capitalism do not constitute ‘subaltern’ 
history for subaltern histories do not refer 
to a resistance prior and exterior to 
capital. Subaltern Studies, as I think of 
it, can only situate itself theoretically at 
the juncture where we give up neither 
Marx nor ‘difference’, for the resistance it 
spiaks of is something that can happen 
only within the time-horizon of capital 
and yet disrupts the unity of that time. 
Unconcealing the tension between real 
and abstract labour ensures that capital/ 
commodity has heterogeneities and 
incommensurabilities inscribed in its core 

Or, to put it differently, the practice of 
subaltern history would aim to take 
history to its limits in order to make its 
unworking visible. 

[I am grateful to Fiona Nicoll, Raiyashrec 
Bandey, John Rundell, Sanjay Seth and Rachel 
Skimmerville for criticisms of an earlier draft. 
A slightly diffaent version of this piece will 
appear in Polygraph, USA.) 
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Indian Manufacturing Industry 

Growth Episode of the Eighties 


U N .S«tn Gupta 

This paper reviews ihe process of growth in Indian manufacturing in the 80s with a view to exploring the broad 
interlinkages between growth and the various elements that impinge on it, such as demand, productivity, costs 
and prices, investment, employment, structural change and the balance of commodity trade. 

I 


Introduction 

IN many ways, the decade of the 80s was 
one of the most interesting periods in the 
history of Indian manufacturing industry. 
During this period, it broke loose from a 
state of stagnancy that had persisted for 
much of the two previous decades. The 
rate of growth achieved was high not only 
by Indian standards, but comparable to 
that of star performers like Korea, In¬ 
donesia, Malaysia, Thailand and Turkey. 
Unlike during the first three Five-Year 
Plans, growth during this period was not 
externally induced, it came naturally, in 
response to a iclaxation in policy-based 
constraints to growth and set in motion 
a number of highly desirable outcomes. 
Lven .so, this growth episode was termi¬ 
nated rather abruptly at the end of the 
decade, when the government resorted to 
a programme of demand contraction and 
import compression to tackle a balance 
of payments (BoP) crisis of iinpiecedcnted 
magnitude. 

This study attempts a quick review of 
the genesis aid process of growth in 
Indian manufacturing during the 8Us. The 
emphasis is on exploring, in empirical 
terms, the btoad interlinkages between 
growth and the various aspects that imp¬ 
inge on it, like demand, productivity, costs 
and prices, invesimciil and employment, 
structural change and balance ol com¬ 
modity trade. 

li 

The Thoisrelical Framework 

An average car in India today costs le.ss 
than US $ 7,000. In the US. it rarely co.sts 
less than $ 15,000. Yei. in India only 
l,50,<X)0 cars are sold every yeai, com 
pared with 15 million in the US. The 
reason is that in India S 7,0(X) represent 
three years’ income of an average buyer, 
while in the US $ 15,000 represent le.ss 
than half a year's income. In other words, 
except at a very high level of pei capita 
income what determines the demand for 
industrial products is ‘afTordability’ or the 
ratio of per capita income to the price of 
industrial product.s. At a very low level of 
income, nothing is affordable As income 
rises in relaticm to industrial prices, affor- 
dabil.'ty starts increasing. In the inter¬ 
mediate stage of development, the ability 


of an economy to achieve a high rate of 
industrial growth thus depends on how 
rapidly it is abje to increase per capita in¬ 
come in relation to industrial prices over 
time, not only by increasing income, but 
al.so by reducing industrial prices in rela¬ 
tion to overall prices. 

Demand and price would obviously not 
be relevant inexplaining industrial growth 
(or the lack of it) if, as in the neoclassical 
system, aggregate output (and therefore 
income) were determined by resource 
availability and the maximum possible 
output of all goods were achieved by 
relative prices adjusting to 'market clear¬ 
ing' levels. But in reality, costs set a floor 
to industrial prices which need not bt 
market dealing. Once this floor is reach¬ 
ed, prices remain fixed and output tends 
to adjust to die volume of demand thai 
exists at that level of income and prices. 
As Kaldor (1975; 35.^-54) shows, short-run 
equilibrium is reached at a point where 
output of the industrial sector, alter 
meeting its own demand created in the 
process of generating that output, leaves 
a surplus which exactly equals the given 
demand from outside the industrial sector. 
Symbolically, 

I 

Q - X D,,. ...(I) 

l-S 

where Q, is industrial output, D,- the 
given demand for industrial output from 
the non-industrial sector, S the proportion 
of industrial income expended on indus¬ 
trial output and 1/l-S the resultant multi¬ 
plier (Kddor’s ‘foreign trade multiplier’). 
The above is an identity, any difference 
between the desired and actual values of 
S being reflected in changes in inventory 
levels. As Hicks (1985:82) points out, the 
‘storable’ nature of manufactured goods 
which makes possible “the existence of 
stocks has a great deal to do... with the 
possibility of keeping prices fixed... a 
market in which stock changes substitute 
for price change.s... is readily intelligible’’. 
Demand, owing to the rigidity in costs and 
prices thus becomes the operating cons 
train! on industrial output. 

To see how such a system works over 
time, it will be useful to introduce price 
terms'and rewrite equation (I) as follows: 

P. Q.(l-S) ='a.P..Q,. . . .(2) 

where, Q,, P^, Q^, and P^ «te the quan¬ 
tities and prices of the outputs of the in¬ 


dustrial and non-industrial sectors, and 
S and A the proportions of the income of 
the industrial and non-industrial sectors 
spent on industrial output. If Q and P be 
the quantity and the weighted average of 
prices of the economy’s aggregate output, 
we get; 

P, Q.-PQ H. Q, 

If N be the population, combining (2) and 
(3) and with minor manipulations, we get, 

OP A 

Q, /N = -- >< - X-(4) 

N P, I- S -K A 
Alternatively, 

kO,''N = r(gO/N t- gP/P,). ..(5) 

wheie, gO/N and gQ'N arc the rates of 
growth of per capita industrial and aggre¬ 
gate output at con.stani prices, and gP/P, 
tile rale at wliirh indiisliial prices fall in 
relation to ovcial! prices. The terms 
S and .A represent structural variables 
with whom g(^.'N and glVP^ interact to 
bring about changes m g<,)/N. 

We may now interpret equation (5) to 
summarise die dvnami', sequence. Faced 
with the prospect <.f mcrea.sing input 
cost.s, firms wsK try (o protect then pro¬ 
fitability by estimating future costs and 
sales volumes and setting prices at a level 
which, at the esiiKiated sales volume, will 
cover estimated costs plus a desired return 
on capital. It no pi ice resi.stance is fore¬ 
seen, they will be inclined to ‘play safe', 
make ‘conservative’ estimates of costs and 
sales volumes, and set prices high. If there 
are no major barriers to entry, they will 
take a more ‘optimistic’ view of their 
marketing and cost control efforts and try 
to discourage competition by keeping 
prices low. In cither case, at the given rates 
of increase in the aggregate real income 
and in industrial prices (relative to overall 
prices), demand for industrial goods will 
grow at a rate determined by income and 
price elasticities, and output growth will 
adjust to it. 

Empirical studies by Kaldor, Fabiicant, 
Salter and Kennedy indicate that a high 
rate of growth in manufacturing is asso¬ 
ciated with a high rate of growth in labour 
productivity {Scott:199l). Salter’s findings 
fuither indicate that in an efneient in¬ 
dustry high productivity is not limited to 
labour alone, but extends to all inputs, in¬ 
cluding materials. Fabricant also fmdi 
that productivity increase is associated 
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with tt decline In production costs and the 
latter with a fall in selling prices, and that 
“telling price has dropped most preci¬ 
pitately in industries in which output has 
climbed most rapidly”. The negative link 
between increases in selling price and 
output of manufactured goods has been 
re-confirmed by us statistically, using 
return cross-country data (Ikble I). 

We would interpret the above empirical 
evidence as follows. At a certain level of 
per capita income, demand for manufac¬ 
tured consumer goods, and through back¬ 
ward linkages the demand for manufac¬ 
tured capital and intermediate goods, start 
picking up rapidly. If an economy is able 
to translate this demand impulse into a 
growth in output, the latter leads to an in¬ 
crease in productivity because of econo¬ 
mies of scale and ‘endogenous’ or grtiwth- 
induced technical progress. If the gain 
from productivity increase is siphoned oft 
through indirect taxes, it becomes addi¬ 
tional income in the hand', of the govern¬ 
ment and may or not benefit indiis.!- 
rial growth, riependiny on how it is spent. 
If the prodcctii'ttv gam is ictaimd bv in¬ 
dustry as increaseti factor earnings, the 
resultant t.-Konie el'lect -.in demand is tlif- 
fused ovei nil goods and not industrial 
goods alone. If the gain is teflected in faU 
ing industrial prices, theit- is a r<’cus''<i im¬ 
pact on the demand lor industrial goods, 
because the income effect is strengthen¬ 
ed by a substiitiiion effect. Three examples 
of how protiuctivity improvement can ex¬ 
pand demand by reducing prices aic 
Heniy Ixud’s T’ model cars in the tdlOs, 
Courtaid’.s viscose layon during the 192l)s 
and I93()s and clectiunics gotxN in the last 
two decades. 

How do we recoiieiie ilic phenomenon 
of falling industrial pncc.s with Die argu¬ 
ment put forward by Chakravarty (1984) 
and Mura (1977:141-65) that industrial 
stagnation can result from failing in¬ 
dustrial profits owing to an unfavourable 
shift in the terms of trade from industry 
to agriculture? We do so bv simply recog- 
nitiing that with sustained reduction in in¬ 
dustrial costs through productivity im¬ 
provements, such a shift can take place 
without any erosion in industrial profita¬ 
bility. In fact, as tshikawa (l%7;290-347) 
ha^ shown, inmost Asian countries their 
ha*, been a net flow of resources from in¬ 
dustry to agriculture, both through 
changes in the tcrm.s ol trade and throuidi 
invisibic;>, capirai transfers .tnd .subsidies. 
If indu-striai ou-.pu! grovre t.ister than 
agricultural ou»pijS V'h h r- land const 
rained, the capacity of the agriccl!ur»i 
sectoi to buy industrial goods will 
diminish in relation to the industrial sec¬ 
tor’s capacity to buy agricultural goods, 
unless sustained productivity improve¬ 
ments allow industrial prices to fail con¬ 
tinuously in relation to agricultural prices. 


The cost of producing industnai goods 
has two elements : the fixed costs of in¬ 
vestment in knowledge and capital assets, 
and the variable costs of other inputs. 
Generation of knowledge, whether in- 
house or through purchase, involves large 
investments which are subject to rapid 
obsolescence. Knowledge, capital and 
labour-intensive technologies therefore 
generally represent a descending order of 
fixed to variable tost ratios. As production 
volumes build up it becomes possible lo 
reduce costs by substituting variables by 
fixed costs and .spreading the latter ovei 
increasing volumes. 

The transition irom labour to capital to 
knowledge-iriieni.ivc manufacturing 
brought about b> mdustrialisaiinn mani¬ 
fests ii.sell m a steady .shift from what 
Hoffmati (t958:V: 41; calls 'primitive' to 
‘capitalist’ manufacturing. Since the latter 
entails increasing use of capita! and in¬ 
termediate goods made by the industrial 
sector itself, these mdustrits soon outstrip 
consumer gtxids industries and the in 
dustriai .sector as a whole outstrips the 
primary sector 

Sliuclura! tiatisfi'rnialion has two im¬ 
portant conseipiern es. It increases the in¬ 
dustrial sector'., .;ap icity to .sustain its own 
Hrowth bv increa'i’tw its ‘self-dependence 
ratio* or the value of S m our equations 
(li. (2) and <4) ii also enables the ‘fac¬ 
tory’ sector to grow at the expense of the 
'coirage' sc\.tor. As Istiikawa (l%7:3.38-437) 
and .Anderson (1987) have pointed out, the 
cx|>ciieiicc of .several Asian countries 
shows that while institutional charac- 
leriaiics of Ikiusehold enterprises Umii 
their teclinology choice, factories employ 
modern techrudogy and biiiig product 


prices down to a level where artisans can¬ 
not survive 

The process of structural transformation 
in an industrialising economy changes the 
pattern and balance of its external trade 
over time, by causing a steady shift in its 
‘comparative advantage’. When the dome¬ 
stic demand for a product reaches a cer¬ 
tain volume, domestic production starts 
replacing imports. Exporting is an exten¬ 
sion of the substitution of foreign pro¬ 
ducts by domestic products in overseas 
markets. Typically, industrialisation starts 
with the production of labour-intensive 
consumer goods, initially for home con¬ 
sumption and later for export.s. In the pro¬ 
cess, a domestic demand for intermediate 
and capital goods is created, which has to 
be met initially through imports. As the 
domestic market for these goods builds 
up. the same cycle of replacement of im¬ 
ports by domestic production, followed by 
exports is repeated. There is thus a positive 
link between growth in the output and ex¬ 
ports of industrial goods. 

I xBit 2. OaowTH AT Constant Pkicks 

(Per cent per annum) 


I95‘)-M) J%5-66 1980-81 
to 10 to 
l%5-67 1979-80 1988-89 


Value added by 
the Taclory manu- 


faciuring sector 

8.7 

4.9 

7.8 

Intermediate 

good.s 

I0.j 

4.3 

6.3 

Consumer non- 

durables 

4.9 

47 

6.9 

Consumer 

durables 

13.1 

7.7 

12.5 

Capital goods 

14.5 

6.5 

7.7 

IVr Capita GNP 

2 1 

1 4 

31 


Tabu 1: Okowiii in PiuCapita Manufat Turing Oori'ui as a f-iiNcrioN or Growth in Per 
Cai’iia ODP AM' Rki mive Prices or Manufactured Gcxjds—A C'Ross-CouNrRV Analysis 

(in per cent per annum, period averages 1980-39) 



Kale of 
Growth of 
Manufacture 
(Y) 

Rale of 
Growth of 

Per Capita GDP 
(X|) 

Kale of Change in 
Relative Prices of 
Manufaciurcd Goods 

(Xj) 

Australia 

0.9 

2.2 

0.8 

Bangladesh 

0.4 

1.1 

- 2.4 

Cyprus 

3.1 

4.7 

-0.3 

Greece 

0.1 

1.2 

-0.3 

India 

4.7 

3.3 

-0.3 

Indonesia 

9.8 

3.1 

-1.9 

Korea 

n.2 

8.1 

- 2,0 

Mexico 

14 

1.2 

1.0 

Pakistan 

4.4 

2.9 

0.4 

Paraguay 

- 1.4 

-0.7 

1.3 

Singapore 

4.5 

4.8 

0.5 

Sii l.aiik.) 

3.2 

2.5 

• t.l 

Thai'anc! 

5.9 

4.9 

1.0 

"iUrkey 

4.7 

2.8 

0 


Regression Ougiut 
Y - - 0.17 A 1 22X, 0.62X, 

(0.26) (0.S3)' 

Standard error of V csiimate; 2 10, R Squared: 0.74, No of observations; 14, Degrees of. 
freedom; II. 
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Industrial growth on the other hand 
4lso increases the demand for imports, 
rhe overall impact on balance of trade is 
thus ambiguous. 


Ill 

Metkodoiogy and Data Sources 

Our focus in this study is the ‘factory 
manufacturing sector’ and its subsectors. 
‘Edibles’ cover food, beverages and tobac¬ 
co ‘Other agro^based industries com¬ 
prise wood, paper and leather products. 
‘Hydrocarbons’ refer to rubber, plastic, 
petroleum and coal products. ‘Silicates’ 
denote non-metallic mineral products. 

All annual rates of change (g) are ex¬ 
ponential rates, calculated by regressing 
time scries data on time (t) to yield the 
following equation: 

Log Y, = Log Y„ g.t .. (6) 

All price indices used are based on 
those ‘implicit’ in the National Accounts 
Statistics (NAS), with 1980-81 as the base 
year. 

In addition to changes in gross value add¬ 
ed (GVA) at constant prices, we have used 
chmipes in value of gross output (VO) and 
appuMM domestic consumption, both at 
constant prices, as measures of growth in 
production and demand respectively. 

, Subsector wise estmiAt*'. of apparent 
domestic consumption at current market 
prices (C) haw been ba.sed on ih<. lOllow- 
ing equation: 

C = Op+T-KO^.+M + D-E ...(7) 

whete^ Op and O^. arc the VO of factory 
and cottage sectors, M and E CIF import 
and FOB exports, and T and D, the value 
of indirect taxes levied by the central 
government on domestic production and 
imports. 

Op is available from the NAS, M and 
E (h>m the March issues of the Monthly 
Statistics of Fbreign Ttade of India 
publir’’by the DGCIS, and T and D 
from the annual budget documents of the 
ministry of finance. Data on O^ arc not 
directly available and have had to be 
estimated from the value added data pro¬ 
vided in the NAS. 

For each subsector, as well as the manu¬ 
facturing sector as a whole, time series 
data have been used to generate the follo¬ 
wing double logarithmic demand function 
which corresponds to equation (5): 

Ln (Qi/N) = K, Cj.Ln (Q/N) + 
ea.Ln(P./t>) (8) 

where, Q/N is the per capiu domestic 
cotuumption of i"* good at constant 
prices; f^, e-, and e^ are constants, the lat¬ 
ter two bdng int^reted as income and 
own price elasticities; Pj its price; Q/N 
the aggregate pn capita GNP at constant 
market prices; and P the GNP deflator. 

Growth in OF could result not only 
from a growth in C, but also a fall in 


m* M relative to C (gains from the cottage 
sector or import substitution), or a rise in 
E (gain from export expansion). The con¬ 
tribution of these three factors has been 
estimated by dividing C into four com¬ 
ponents. viz (Op-t-T), (Op), (M-t-D) and 
(E) and expressing each component as a 
percentage of C. The changes in these 
percentages each year, as a percentage of 
the share of tp^ -t-T) in C in the previous 
year, would provide year-by-ycar estimates 
of growth of the factory sector due to 
gains from the cottage sector, import 
substitution and export expansion. 

The basic accounting idimtity underly¬ 
ing our analysis of costs and prices is 
given below: 

Pq.O = l.P, + F.Pp L.W + 
t^F'^FK‘*’^W^WK) ••■(9) 

where, O, I, F, L, Kp and arc the 
quantities of output and inputs of mate¬ 
rial, fuel, labour, fixed capital and work¬ 
ing capital; P,, Pp. P and 
the prices of output, matenals, fuel, fixed 
capital and working capital; and w and r 
are the wage rate and the gross rate of 
return on capital (PBDIT as a ratio of 
total capital employed). We can focus on 
the determinants of P„ better by 
rewriting equation (9) as follows: 

P = L .P,+ L .Pp+ il -w + 

o O O O 

.r. .(10) 

The rate of change in P„ over time will 
thus be the result of three rates of change, 
in input prices input-output ratios or pro¬ 
ductivity, and the gross rate of return on 
capital employed. 

The use of the cost accounting frame¬ 
work has several advantages. It allows us 
to do an inputwise analysis without get¬ 
ting involved with the pr^lems of partial 
elasticities of substitution. The accuracy 
of our results are not as critically depen¬ 
dent on the accuracy of fixed capital stock 
estimation as in productivity studies us¬ 
ing ‘value added’ production functions. 


Our approach alio aOom its to bypass Bw 
more basic Vbulity’ problems associated 
with such functions. 

It is worth pointing out thm theoretical¬ 
ly our estimates of total productivity will 
be the same as one would get by assum¬ 
ing a five-input Cobb-Douglas production 
function, constant returns to scale; Hicks- 
neutnd technical progress and payments 
to factors according to their marginal 
revenue products. 

The basic source of data for cost analy¬ 
sis is the Amual Survey of Industries 
(ASI). As the ASl provides data relating 
to the factory seaor only, this analysis is 
limited to the factory sector. 

We have constructed three input price 
indices by uking weighted averages of 
price indices of the various components 
of each input. These relate to materials, 
fuels and gross fixed investments. Weights 
have been assigned on the basis of CSO’s 
input-output tables as well as detailed ASI 
tables for 1983-84. 

Wage rate indices simply reflect move¬ 
ments in employment costs per employee 

Table 4; Relationship between Output and 
Productivity Growth—Factory Sector 
(Prr cent per annumi 


Subsector Average Rates of 

Growth, 

1980-81—1988-89 


Gross Pioduc- 
Ouipui tiviiy 

(X) (Y) 


Edibles 

7.0 

1.8 

Textiles 

4.8 

1.4 

Other Agro 

7.5 

1.1 

Hydrocarbons 

8.9 

1.6 

Chemicals 

8.9 

* 1.8 

Silicates 

11.2 

2.5 

Metals 

3.9 

(0.8) 

Engineering 

8,3 

2.0 

Unclassified 

10.1 

3.7 

Manufacturing 

7.4 

1.7 


Regression output 
Y = -1.51 -s 0.41 X 
(O.ll) 

R-Squared; 0.65, Standaid error of Y esti¬ 
mate: 0.71. No of observations: 10, Degrees of 
freedom: 8. 


Table 3: Sources of Growth in Gross Output—Fattory .Secttor, 1980-81 ro 1989-90 

(fler cent per annumi 


Subsector 

Total 

Growth 

Growth in 
Domestic 
Consumption 

Gain from 
Cottage 
Sector 

Import 

Substi¬ 

tution 

Export 

Expan¬ 

sion 

Edibles 

7.0 

5.6 

1.1 

0.3 


Textiles 

4.8 

3.8 

0.6 

0.1 

0.3 

Other Agro 

7.5 

3.2 

4.3 

(1.2) 

1.2 

Hydrocarbons 

8.9 

7.0 

_ 

1.5 

0.4 

Chemicals 

8.9 

9.1 

— 

(0.4) 

OJ 

SilkatjCS 

11.2 

10.3 

0.6 

0.3 


Metals 

3.9 

3.5 


0.4 


Engineering 

8.2 

8.3 

— 

(0.1) 


Unclassified 

10.1 

10.4 

(0.1) 

(0.2) 

— 

Manufacturing 

7.4 

6.5 

0.7 


0.2 


Note: Figures in brackets are nraative Hgures. 
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(and thus iffiore any dianga in the 
qualitative conposiiion of employment), 
'fo render the current value of working 
capital into constant values, we have used 
the respective ex-factory output price in¬ 
dices oi) the assumption that working 
capital is nothing but a stock of final 
output at various stages of completion. 

The theoretical difficulties in aggre¬ 
gating and deflating fixed capital stock are 
so insurmountable that we would ideally 
have liked to avoid this exercise [Coldar 
1986:50-56). But even in our cost accoun¬ 
ting framework this is unavoidable, 
although as we have said before, the ac¬ 
curacy of final results are nowhere as 
critically dependent on the accuracy of 
capital stock estimates as in total factor 
pr^uctivity studies based on ‘value added’ 
production functions. We have started 
with Hashimand Dadi’s (1973) estimates 
of gross value of fixed capital assets for 
1960 at 1960 prices. Since this is also the 
starting point for Ahluwalia (1984), wc 
have applied to these dguics her estimates 
of rate of growth in capital stock at cons¬ 
tant prices from 1959 60 lo 1979-80 to ar¬ 
rive at capita! stock figures at the end of 

1979- 80. These have then been reflated to 

1980- 81 prices by using the wholesale price 
index for inadiincty and equipment. An¬ 
nual estimates of gioss fixed capital .stock 
thereafter base been derisrxi by adding to 
this base figure annual figures of gross 
investment at 1980 81 prices. 

From the above data and the book 
value of net fixed assets, we can now work 
out a notional pi ice index for fixed capital 
input with 1980-81 as the base ycai. Since 
for costing purposes the gross rate of 
return on capital is calculated on the basis 
of current (or book) value of capital 
employed, this notional price index is in 
fact the relevant index of increase in the 
price of fixed capital input. Conceptually, 
it encompasses increases in the purchase 
price of new fixed capital os er time as well 
as a fall in relation to new capital in the 
value of fixed capital acquired in the past 
because of obsolescence. For reasons ex- 


' pbuned by Soott (1991:14-33), depredation 
provisions should be seen as a ‘write off 
for (Aisolcscence rather than i^iysical wear 
and tear and actual discard. Physical wear 
and tear is usually taken care of by repairs 
and maintenance, the cost of which is 
charged to revenue expenditure. 

Data at current prices have been con¬ 
verted into constant prices by using the 
appropriate output and input price in¬ 
dices. The constant price data give us an¬ 
nual changes in input-output ratios or 
productivity. We can also calculate for 
each year the value of ‘r’ and changes in 


this value. The impact of changes in input 
prices, input-output ratios and *r’ on out¬ 
put price each year can now be worked out 
by applying the rates of change in these 
to the previous year’s shares in total costs 
of each input. W; can also calculate 
period averages by using average annual 
rates of change in all these variables over 
the entire period and the average shw ol 
each input in total costs for the period as 
a whole. 

All exports of gems, jewelleries and 
handicrafts have been assumed to have 
been made by the cottage sector. The 


TabI! (t; SOUMttSOI iNCKfcASF IN EX-l-Af-TORV Pnii rs—FACTORV SFCIOR 
(Hfriod Averages. 1980-81 lo 1988-89) 

(Per cent per annum, 



I'riipoi 

Input Prices 

Productivity 

Return on Capital 

Total 


lion ol 

rei Cent Irnpaci 

Per ccni 

Impact 

Emp 



lolal 

Change 

C'hange 


IVt Cent Impact 



Ct'»! 




Change 


Maieiials 

0 7/ 

7 3 5.2 

(1.3) 

(0 9) 


4.3 

Fuels 

007 

7.1 0.5 

1.5 

0.1 


0.6 

l.abour 

0 U) 

12.1 1.2 

(6.6) 

(0 7) 


0.5 

Fixed eaptlal 

0 07 

9.3 0 6 

(0.6) 




Working 





14 0.2 

0.9 

capital 

OtM 

6.3 0.3 

(3.9) 

(0,2) 



lota! 

1 00 

7.8 


(1 7) 

0.2 

6.3 

Note'. Figures ir. b'-ackeis are negative figures, 





Tafi I 7- 

Sources oi Infreasi inMarkfi Pricf- 

~ Factory Sf< uir 




(Period Averages, 1980-81 to 1988-89) 







(Pet cent per annum 



Total Price 


Impact of C'hange in 




I ncrease 

Indirect 

input 

Producii- Return on 




Taxes 

Prices 

vily 

Capital 

Edibles 


6.1 

(0.2) 

7.7 

(1.8) 

0.4 

Textiles 


5.8 

0.1 

7.4 

(1.4) 

(0.3) 

Other Agro 


65 

(0.1) 

7 7 

(l.l) 

— 

Hydrocarbons 

5.4 

(0.9) 

7.2 

(1.6) 

0.7 

Chemicals 


5.4 

0.3 

6.8 

(1.8) 

0.1 

Silicates 


6.2 

0.5 

9.0 

(2.5) 

(0.8) 

Metals 


9.2 

(0.2) 

8.4 

0.8 

0.2 

Engineering 


64 


8.4 

(2.0) 

— 

Unclassified 


4.7 

(0.7) 

8.5 

(3.7) 

06 

Manufacturing 

6.3 

— 

7.8 

(17) 

0.2 


Note: Figures in brarkets ate negative figures 


Table 5; Sources of Prooik iivity Incrlasf— Faciorv SE<^oR 
(Period Averages, 1980-81 to 1988-89) 


(Per cent per annum) 



Material 

Chanaes in Input-Output Raiio.s 
Fuels Labour Fixed 

Capital 

Working 

C'apital 

Material 

Fuels 

Productivity Increase 
Labour Fixed 

Capiul 

Working 

Capital 

Total 

Edibles 

(1-4) 

0.2 

(9.6) 

(1.9) 

0.5 

1.2 

(0.1) 

0.6 

0.1 

— 

1.8 

‘Ibttiles 

(0.8) 

2.5 

(5.7) 

(0.2) 

(4.1) 

0.6 

(0.2) 

09 

— 

0.1 

1.4 

Other Agro 

(0.4) 

1.7 

(5.7) 

(0.9) 

(3.1) 

0.3 

(0.1) 

0.7 

O.I 

0.1 

1.1 

Hydrocarbons 

(1.9> 

8.4 

(5.2) 

0.5 

(2.3) 

1.6 

(0.2) 

0.2 

(0.1) 

0.1 

1.6 

Chemicals 

(1.6) 

0.6 

(6 0) 

(3.6) 

0.2 

1.1 

(0.1) 

0.5 

0.3 


1.8 

'■'licstes 

O-I) 

1.9 

(8.5) 

(36) 

1.7 

1.5 

(0.4) 

1.0 

0.5 

(0.1) 

2.5 

Metals 

1.1 

2.9 

(2.9) 

1.7 

(6.3) 

(0.7) 

(0.4) 

0.3 

(0.1) 

0.1 

(0.8) 

Engineering 

(1.2) 

— 

(5.9) 

(1.8) 

(3..3) 

0.9 

— 

0.8 

0.1 

0.2 

2.0 

Unclassified 

(2.6) 

1.4 

(6.3) 

(8.0) 

(5.0) 

1.7 

— 

0.9 

0.7 

0.4 

3.7 

Manufacturing 

(1-3) 

1.5 

(6,6) 

(0.6) 

(3.9) 

0.9 

(0.1) 

0.7 


0.2 

1.7 


Note: Figures in brackets are negative figures. 
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residual exports of manufactured goods 
by subsectors have then allocated between 
t^ factory and cottage sectors in propor¬ 
tion to their VOs. 

For calculating import intensity of 
manufacture, all imports of crude petro¬ 
leum, chemical grade non-metallic mine¬ 
rals (basically sulphur, phosphates and 
potassium), other non-metallic minerals, 
metallic ores and scrap and cooking grade 
coal are assumed to have been used as in¬ 
puts by the hydrocarbons, chemicals, 
silicates and metals (last three items) 
subsectors respectively. 

Imported manufactured goods are used 
not only as inputs for the manufacturing 
sector, but also as inputs for other sectors 
as well as for meeting final demand. We 
have therefore u.scd the following indirect 
procedure which in our view would yield 
approximate but usable estimates. Using 
equation (7) we can work out for each 
category of manufactured inputs the pro¬ 
portion of M in C or the CIF import to 
consumption ratio. The second step is to 
calculate on the basis of input-output 
tables, what proportion of materials, fuels 
and gross fixed investment in each subsec¬ 
tor is accounted for various categories of 
maiiufactured inputs. By applying these 
two ratios u. :.be annual subsectorwise ac¬ 
tual figures of n.. ;<*nais and fuel con¬ 
sumption and gross Hx,. estment, an 
estimate of import of manufactured in¬ 
puts can be derived for each subsector. 

The estimation procedure for self 
Jependence ratios is the .same as for im¬ 
ported manubutured inputs, with two dif- 
rnenccs. For obvious reasons, only the se- 
x>nd of the two ratios described above has 
Peen applied to actual figures of con¬ 
sumption of materials, fuels and gross fix- 
Ki investment. Secondly, 19.3 per cent 
that being the relevant figure in the 
1983-84 input-output table) of gross value 
iddition by each subsector has been 
issumed to have been spent on manufac- 
ured consumer goods via factor earnings. 

IV 

Empirical Findings 

The genesis of the high growth episode 
)f the 80s in Indian manufacturing is (rest 
sxplained in a historical perspective, by 
lividing the post-independence period in- 
o three'phases ; a high growth phase up 
o the mid-60s (phase I), a low growth 
ihase from the mid-60s to the end ■70s 
phase 11), and a high growth phase in the 
iOs (phase ill). Table 2 compares some 
lalient features of the three pha.<>es. 
jrowth during phase I was externally in- 
iuced heavy public investment in the' 
lapital and intermediate goods sectors 
tnd, as pointed out by Bhagwati and 
3csai,' by extensive import substitution 
n all sectors, especially consumer 
iurables and intermediate goods. While 
na^ explanations have been advanced 


for the deceleration in phase it, the most 
plausible line of reasoning seems to be as 
follows. The external impulses to growth 
started petering out, a.s public investment 
in industry slowed down and the potential 
for import substitution was increasingly 
exhausted [Sandesara 1992; I22-33|. At 
the same time, an expansionary supply 
response to the rising demand for con¬ 
sumer good.s was impeded by increasing 
levy of indirect taxes, a restrictive in¬ 
dustrial policy and poor infrastructural 
support [Ahluwalia 1984]. This led to a 
recession in the capital and intermediate 
goods sectors also. The low domestic out¬ 
put of consumer goods could not support 
the capacity created for the production of 
capital and intermediate goods. Much of 
this capacity was too inefficient to be 
competitive in export markets. 

During phase III, not only die! the de¬ 
mand for consumer goods pick up (a» 
reflected in the growth in pci capita 
GNP), but a change in policy orientation 
allowed this increase in demand to be met 
with an expansionary supply response 
The output of both consumer durables 
and non-durables grew rapidly. This in its 
turn started pulling up the output of 
capital and intermediate goods. Thus, the 
distinguishing leature of this phase is that 
the growth was demand-induced 

A.S we shall see later, indirect taxes as. 
a proportion ol selling prices of maivufac 
tured goods remained on the whole statle 
during the ftOs aotl did not choke oiT de¬ 
mand impulses. Changes in industrial 
policy encouraged an expansion in supplv 
both by removi.-'g obstacles to production 
and encouraging competition. SpecilicalSy, 
there was di’licensing, broad-banJing 
and endorsement ot indus'nal capacilv; 
jrcaiei freedism to larger producers 
through an inctease in the asset limit for 
MRTP piirps'ses and an expansion in the 
Appendix I list, enrouragcmetii to finan 
cial and tcchnts'ai collaboration agree 
ments as well as to foreign invcsinieni 
from <.)PEC countries and NRls on a (iiiiy 
repatriable basis; and full o; partial 
decontrol of the pricing and distribution 
of a number of commodities. Ahluwalia 
(P/91 85-88) has pointed out that in- 
dustiial production was also aisled by a 
disiinct impiifve.'nent in infrastructural 
support, both due to higher public invest¬ 
ment in infrastructure and increased 
efficiencv. 

Output of the factory sector grew fastei 
than domestic consumption, due largely 
to a gain fiom the cottage sector and, to 
a smaller extent, from export expansion 
(Table 3). The relative contraction of the 
cottage sector which has been pronounced 
in the more traditional subsectors, cor¬ 
responds to the Ishikawa-Andcrson 
hypotheses. 

Productivity of the factory sector in¬ 
creased in response to the growth in out¬ 
put. Table 4 establishes a statistical rela¬ 


tionship between the two. The values of 
the intercept and x-coeffident of ~I.5I 
and 0.41 respectively imply that producti¬ 
vity growth is negative until the rate of 
growth in output reaches 3.7 per c^i p a.i 
Thereafter, productivity increases by 0.41* 
per cent with every 1 per cent growth in 
output. This Finding is similar to Ahlu- 
waiia’s (1991:133-40), who has used data 
for 62 subseaors going back to 1959-60, 
total factor productivity estimates based 
on value added production functions, im- 


Tabie 8; Rhurn on Capital fcinpiovEO— 
Fattorv Sector 
(1980-81 to 1988-89) 


(ttr cent per annum) 


ROC 

Rate of 

Rale of 



Change 

Growth 



in ROC 

in Gross 




Output 


(Y) 


(X) 

I'dibtes 

33 7 

5.1 

7.0 

fcxules 

23 1 

(4.1) 

4.8 

Other Agro 

20 4 

(0.1) 

7.5 

hydrocarbons 

29.6 

8.5 

8.9 

Chemicals 

24.6 

0.6 

8.9 

S'licales 

26 7 

(4.5) 

11.2 

Metals 

14.6 

1 7 

39 

Engineering 

28 0 

0.1 

8.2 

Miscellaneous 

36.7 

3.2 

lO.I 

Manufacturing 

24.3 

1.4 

7.4 


•Vure. bigurevin brackets are negauve figures. 
Regression ouipal 
Y -.. 12.25 t ! 79 X 
<0.79> 

Slanrtarit oiiof of Y esumate; 5.28, R^: 0.39, 
No o! observaiion.s- l(i, [degrees of freedom- 8. 

Iabii- 9- DntRMiNsNis <11 (iRowth in Pir 
Capita Dompmu. Consi'mpiktn oi 
MaNIII-AC I URI l) ClHHJS 

(198081 to 1989-901 


X Coefficionis 


(Sid Krtor of 
X-CoefI ) 



Growth 
in Per 
Capita 
Income 

Change 
in Rda- 
live 
Prices 

R-’ 

Edibles 

0.73 

-0.93 

0 98 


(0 07) 

(0.10) 


Textiles 

0.27 

-0.72 

0.85 


(0.11) 

(0.20) 


Other Agio 

0.17 

-0.64 

0.58 


(0,t6) 

(0.42) 


Hydrocarbons 

1.05 

0.59 

0.92 


(0.45) 

(0.52) 


Chemicals 

1.83 

-0.47 

0.95 


(0.60) 

(0 83) 


Silicates 

2.66 

0.3-’ 

0.95 


(0.27) 

(0.33) 


Metals 

0.74 

-0.49 

0.52 


(0.36) 

(0.50) 


Engineering 

1 83 

-0.45 

0.98 


<0.11) 

(0.28) 


Unclassified 

0.18 

-2,91 

0.97 


(0.61) 

(0.73) 


Manufacruriitg 

0.98 

-1.13 

0.98 


(0.«3)r 

(0.35) 
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port substitution as an additional in¬ 
dependent variable and a dummy variable 
for the period starting 1980-81. Her 
estimates for the 1980-81 to 1985-86 
period of the corresponding values of the 
intercept andx-coefficient are -1.23 and 
0.31 respectively. 

The sources of productivity increase 
show a fairly consistent pattern across 
subsectors (Ibble 5). Although the 
reduction in material input per unit of 
output was not very large in percentage 
terms, in absolute terms the contribution 
of material savings to productivity in¬ 
crease was the largest, owing to the 
preponderance of materials in total costs. 
The next highest contribution came from 
labour, in peicentage terms the reduction 
in labour input per unit of output being 
the biggest of all inputs. There has also 
been a significant reduction in working 
capital input. On the whole, there has not 
been any significant change in fixed 
capital input (or the ‘capititi-output ratio’), 
although there are variations by subsec¬ 
tors. Fuel input has gone up consistently, 
probably as a substitute for human energy. 

Rising input costs were partially offset 
by improving productivity (Table 6). For 
the manufacturing sector as a whole, 
about 10 per cent of the productivity gain 
was retained as increased return on capital 
employed and the balance passed on as 
a reduction (or lower increase) in cx- 
factory prices. 

As Tkble 7 indicates, the fall in ex¬ 
factory prices was reflected in a fall in 
market prices (relative to input costs and 
overall prices^ Tlic effect of the incidence 
of indirect taxes on prices was on the 
whole neutral, increases in some subsec¬ 
tors being matched by decreases in others. 
Consequently, in all subsectors except 
metals market prices increased less rapidly 
than input costs. The difference was quite 
substantial in some of the subsectors. 

A comparison of the average return on 
total capital employed (ROC) earned in 
various subsectors indicates that this 
varies widely, from 14.6 per cent to 36.7 
per cent (Ihbk 8). There has also not been 
any tendency for it to equalise across: 
subsectors over the period. In general, 
profitability has been high in the high 
growth subsectors. As indicated by the 
value of the intercept, at a zero rate of 
gfijwth average ROC (including deprecia¬ 
tion) is about 12 per cent which is lower 
than the average long- (14 per cent) and 
short-term (17 per cent) rates of interest 
that prevailed during the SOs. The value 
of the x-coefficient of l.o indicates that 

an average break-even was achieved at 
a positive rate of growth of 3-4 per cent. 

In all subsectors except silicates, falling 
prices have had a stimulating effect on 
demand (Tkble 9). In metals, prices have 
risen and this has had a dampening effect 
on demand. 


The period average rates of change in 
per capita incomes and prices have been 
applied to the implicit income and price 
elasticities to arrive at an estimate of the 
contribution of each factor to growth in 
demand over the decade as a whole 
(Ikble 10). For the manufacturing sector 
as a whole, pi ice would seem to have con¬ 
tributed about a quarter of the growih in 
demand (in per capita terms). Fbr some 
of the subsectors, the contribution was 
much higher. 

Over the decade, growth of the manu¬ 
facturing sector did increase its ability to 
sustain its own growth to some extent, as 
reflected in a small increase in its ‘self 
dependence ratio’ (Table 11). The increa.se 
came essentially from an increase in in¬ 
vestment in machinery and equipment. 

Ihble 12 provides annual data on ex¬ 
ports and imports of manufactured goods 
over the decade Since much of the growth 
in exports came from gems, jewelleries 
and handicrafts which are made by the 
cottage sector, the exports of the factory 
sector are shesvn separately. Exports, both 
total and of the factory sector, rose faster 
than imports, so that (he trade deficit nar¬ 
rowed over tlie decade. However, the low 
rate of increase in imports is attributable 
to Bombay High and is unlikely to be sus¬ 
tained in future years. 


Of tile posriMe general explanations for 
(he healthy growth in manufactured ex¬ 
ports in the 80$, two seem prima facie, 
more important than the others. The 
growth in output itself could have stimu¬ 
lated growth in exports. Secondly, there 
was a substantial fall in the foreign ex¬ 
change value of the rupee especially dur¬ 
ing the second half of the decade and this 
might have increased the motivation and 
competitiveness of Indian exporters. 
These two hypotheses have been tested 
through a two variable regression analysis, 
where India’s dollar exports have been ex- 
pres.sed as a function of the rate of growth 
of output at constant prices and the fall 
in the dollar value of the rupee. The 
results are summarised in Table 13. 
Growih in exports seems to have had a 
positive link with growth in output; for 
every I per cent growth in real output, ex¬ 
ports have inacased by 2.25 per cent. The 
fall in the dollar value of the rupee on the 
other hand appears to have had a negative 
association with the dollar value of ex¬ 
ports. T!iis presumably means (hat on the 
whole export values are fixed in rupee 
terms and a drop in the dollar value of 
the rupee leads to a fail in sales realisa¬ 
tion in terms of dollars. 

Of the six subsectors where ihc regres¬ 
sion analysis has some statistical vaiidi- 


Tabii 10. Soi'RCEsoi- Growth in Per Cxvirs Domfstk Cr'NsrMiMinN 
(1980-81 to 1988-89) 

(Period averages, per cent per annum) 



Total 

Growth 

Income 

Contribution of 

Price 

Uncvpluincd 

Edibles 

3.5 

2.3 

09 

0.3 

Textiles 

1.7 

0.9 

0.6 

02 

Other Agro 

l.l 

0.5 

04 

0 2 

Hydrocarbons 

4.9 

3.4 

1 3 

0.2 

Chemicals 

7.0 

5.8 

1.0 

0.2 

Silicaies 

8.2 

8.5 

• 

(0 3) 

Metals 

1.4 

2.4 

(1.0) 

~ 

Engineering 

6.3 

5.9 

0.3 

0.1 

Unclassified 

8.3 

0.6 

7.0 

0,7 

Manufacturing 

4.4 

3.1 

10 

0.3 


Note: Figures in brackets are negaiive figures. 

• Cannot be inierpreted. 

Tam I II: F-xtent and Sources oi Self Di pendenii- I-ai iory Secior 

(Per cent of gross output spent on manufactured goods) 


Total Materials fuels Gross Invest- Consumer 

mem in Goods 

Machinery and via Factor 
Equipment Farnings 


1980-81 

48.5 

37.6 

1981 82 

48 9 

37.8 

1982-83 

48.1 

37.0 

1983-84 

50.3 

35.8 

1984-85 

47.3 

35.6 

1985-86 

47.4 

35.9 

1986-87 

48.9 

37 2 

1987-88 

50.0 

17.3 

1988-89 

51.7 

.38.1 


1.8 

5.1 

4.0 

1.9 

5.3 

3.9 

2.0 

5.3 

3.8 

2.3 

8.0 

4.3 

2.2 

5.4 

4.1 

2.2 

5.4 

4.0 

2.4 

5.4 

4.0 

2.3 

6.S 

4.0 

2.1 

7.5 

4.0 
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ty, four (i e, hydrocarbons, chemicals, 
engineering and unciossified) conform to 
this general pattern. Exports of textiles, 
on the other hand, have benefited from 
the fall in the dollar value of the rupee. 
One may interpret this to indicate that 
here India is just one supplier in the global 
market where prices are fixed in terms of 
foreign exchange and a fall in the ex¬ 
change value of the rupee enables India 
to reduce prices and pick up a more than 
proportionate increase in volume. Other 
agfo-based product.s (essentially leather 
goods) seem to have benefited from both 
growth and the fall in the exchange value 
of the rupee. 

From the point of view of as.sessing the 
effect of industrial growth on (he balance 
of external trade, a more comprehensive 
and important indicator is changes in ‘the 
import intensity of manufacture' or the 
CIF value of imported inputs used per 
rupee of gross value added by the manu¬ 
facturing sector. Ibis can be measured 
either in gross terms or net of the value 
of FOB exports of manufactured goods. 
For rea.sons of data availability, esiimaics 
of this figure have been possible only for 
the factory sector (Table 14). in gross 
tetu:« this figure has fallen from 47 p in 
1980-81 to 'vf u 1988-89. This finding 
is consistent witr "ru . ‘'lished estimates 
quoted by Jalan (19*0. : i • -• orduig u> 
which the value of imporivo ci uis as a 
proportion of the value of ‘in(Ju:,ttuii oui- 
puts’ were 15.7 per cent and 11.2 p<’t cent 
for 1981-82 and 1987-88 respectively Net 
of FOB exports, there has also been a 
similar fall, from 28 p to 11 p. ffowever, 
if one looks at a componentwise break' 
down of this figure (liible 15), the posi 
tion seems less satisfactory, in gross oi nci 
terms, the fall has come entirely from a 
reduction in the import of crude petro¬ 
leum (because of Bombay High) which 
may not be sustainable. An increase in 
machinery and equipment and primary 
sector i..|^uts (excluding crude oil) has 
been compensated by a fail in manufac¬ 
tured inputs. Of the subsectors hydrocar¬ 
bons, silicates, metals and engineering arc 
fairly import-intensive in net term' 
(Ikble 16). Contrary to popular belief, 
chemicals arc riot. 

V 

Strategy fur InduKlrial 
Development 

Experience has taught us the futility of 
trying to attain many objectives at the 
same time. Our analysis suggests that if 
we concentric on growth as the main 
plank of our strategy, many of the other 
desirable outcomes should follow. 

Our analysis also confirms that the 
three major pre-requisites for growth are 
a viable market, competitive pressures to 
ensure that firms respond to incieases in 
demand by expanding supply (and not in¬ 


c^ing prices), and availability of supply 
side facilities like infrastructure, factor 
endowment, vendor industries, etc. Some 
countries like Japan and South Korea have 
•developed at the initiative of local com¬ 
panies who initially concentrated on 
substituting the import of consumer 
goods. As demand for intermediate and 
capital goods built up, imports of ihe.se 
goods were also substituted by local pro¬ 
duction. Exports were an extension of 
substitution of foreign by local goods in 
ovcisca.s markets. Local companies were 
protected from external competition at 
home, but efficiency was ensured by pro¬ 
moting competition amongst local com¬ 
panies and creating good supply side 
facilities. A second model of deveiopnieni 
is illustrated by the ASF.AN eountrie.s 
where development took place at the in¬ 
itiative of multinational companies 
(MNtrs), mainly American and Japanese. 
The MNCs set up production bases ir 
these countries to take advantage of cheap 
labour and supply to global markets. 

The second alternative does not seem 
to hold out much promise for India. 
Unlike in Malaysia, Thailand and In¬ 
donesia, India has a large bxse of local 
entrepreneurs whose primary interest is 
the local market. Even the MNCs seem to 
be similarly inclined. For the piirpo.ses of 
setting up export platforms, the MNCs are 
alieadv shifting their attention to Vietnam 
and <'hina in a big way. These two coun- 
ir.e:. combine low wages with iiidu:-l!ial 
discipline which the communist govern- 
ineras are able to ensure. Cliina also has 
the advantage o( being the natural choice 
of the overseas rtuncse who arc prodigal 
savers and invesiors. Of her total receipts 
of direct fon'ign investment of US $ 11 bn 

‘ year, iwcvihirds came from Ikiwan 
and Hongkong,. Another 15 per cent came 
from the Chinese minorities in Malaysia, 
Thailand, Indonesia and the Philippines 
who own vet) large shares of the total 
economic as.sets in these countries. 


It does seem therefore that our em¬ 
phasis should be on exploiting the de- 
mand impulses that exist locally by taking 
a pragmatic view 6f the rising domestic 
demand for consumer goods, durables 
and non-durables, and convert it into 
growing output. This will pull up the 
demand for and output of capital and 
intermediate goods automatically. 


Tabli 13: MANijiAfiuxi,i> Goons—G rowth 
IN Exroris as a Fun<tk)n of Growth in 
Output and rm. Foreion Exchange 
Vaiuf of Rupf.f 


X-CocTficienis 
(Std Error of 
X-Co efficicnis) 
Growth Changes 



in Out¬ 
put 

m 

Rs/US $ 


Edibles 

1.35 

1,02 

0.10 


(1 S3) 

(1.24) 


Jextiles 

-0.71 

0.87 

0.3$ 


(1.60) 

(0.88) 


Other Agro 

2.89 

1 11 

0.91 


(1.68) 

(0 81) 


Hydrocarbons 

4.56 

- 2.30 

0.89 


(1.63) 

(1.97) 


Chemicals 

1.85 

- 0.37 

0.64 


(2.76) 

(3 27) 


Silicates 

-0.45 

0,52 

002 


(1.55) 

(2.05) 


Metals 

1 65 

1.51 

0.16 


(3.09) 

(1.74) 


t:ngiiiec’riiig 

3 46 

310 

0.78 


(0.92) 

(1.031 


Misccliaricoui 

1.97 

- i.6? 

0.95 


f0.4l) 

tO.70) 


Manufacturing 

2.25 

-0.9() 

0.75 


(1.73) 

(1.57) 



Note: The folowing regression egiiatinn has 
berii Titted to annual data from 1986-81 
lo 1989-90 

LnY = a -f b.Ln.X, + C.lnXj, 
where Y, X, and X, represent exports in 
million US gross output in Rs ‘OOu 
croreat 1986-81 prices and rxdiange rate 
in Riipees/US S respectively. 


rA8Lf 12; iMPtrirrsANoExpoRTsot MANuiu ruRtn Goods 
( 1980-81 to 1988-89) 



Iinpoiis 

Exnorts (FOUt 

(b) as 

(c) as 


(f II) 

Total 

Factory 

Per Cent 

Per Cent 




Sector 

of (a) 

of (b) 


(al 

(b) 

(c) 



198(r8l 

7611 

3996 

2335 

53 

58 

1981 82 

7663 

4724 

2742 

62 

58 

1982-83 

8400 

4853 

2790 

58 

58 

!983 84 

9608 

5501 

3063 

57 

56 

1984-85- 

11350 

6354 

3708 

56 

58 

1985-86 

13230 

6755 

3908 

51 

58 

1986-87 

13243 

7362 

3872 

56 

53 

1987-88 

I33IS 

9759 

5240 

73 

54 

1988-89 

17077 

13998 

7274 

82 

$2 

1989-90 

21824 

19771 

III27 

91 

56 


(c) as 
Per Cent 
of (a) 


.31 

36 

.33 

32 

33 
30 
29 
39 
43 
SI 


(Rs cforef 


As R*r Cent of Ex- 
Factory Value of 
Output 

Exports Imports 


5.2 

9.9 

5.1 

8.4 

4.7 

8.1 

4.8 

8.3 

4.8 

8.5 

4.5 

8.6 

4.4 

7.8 

5.1 

6.9 

6.2 

7.5 

7.5 

8.3 
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It may be asked if this kind of ‘con¬ 
sumption led* growth is sustainable in. 
view of the ‘narrowness* of the demand | 
base.^ The answer, to our mind, is an 
unequivocal As pointed out earlier, 
sustained growth should lead to increasing 
productivity, failing industrial prices and 
a rising demand for industrial goods in 
the non-industrial sector, especially the 
agricultural sector. Growth should also in¬ 
crease the industrial sector’s demand foi 
its own output, through a process of struc¬ 
tural transformation. 

Rising demand will be translated into 
growing output only if firms are moti¬ 
vated and enabled to make their profits 
from volumes rather than prices Motiva¬ 
tion will depend inter alia on two things: 
competition and a non-inflationary en¬ 
vironment. International experience since 
the mid-70s shows that economies with 
low rates ol inflation have grown rapid¬ 
ly.’ Inflation affects relative prices and 
producers are often able to gain at the ex¬ 
pense of consumers by restricting output 
and charging high prices. Secondly, high 
inflation is normally associated with a 
high degree of price instability which iii 
creases unceria’inty and risks and dis¬ 
courages industrial investnKnt. 

The ability of firms to expand output 
will depend on the availability of supply 
Side facilities. In view of difficulties in 
raising re.souices for public investment, 
infrastructure could well bei ome a con¬ 
straint to indjsirial growth, unless the 
private sector is persuaded to play an ex¬ 
panding role in infrastructural develop¬ 
ment. for this, investment in the infra¬ 
structural sector must become profitable, 
either directly or through its effect on final 
output. This will require a pragmatic ap¬ 
proach to pricing and distri^tion control. 

Not only must the state be concerned 
with removal of supply bottlenecks, but 
it should also provide strategic leverages. 
\ good example of this is how the Japa¬ 
nese government stimulated the growth of 
a powerful I.SO million tonne steel industry 
after second world wai which enabled the 
Japanese automobile, ship building and 
home appliances industries to become 
competitive in the world market, in recent 
times, they have catalysed the develop¬ 
ment of a highly efficient electronics in¬ 
dustry which has lent a cutting edge to a 
number of other industries. Singapore 
leveraged its locational advantage by 
creating phenomenal infrastructural 
facilities. 

As we have seen before, growth and 
competition may be cXi-KJCtcd to bring 
about a fall in ex-factory prices of in- 
juslrial goods. But for this to be refletlcd 
in market prices and have an expansionary 
effect on markets, government must also 
pursue a policy of raising revenue from an 
increase in volumes rather than in the tax 
rates and administered prices. A useful 
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start has been made with indirect taxes in 
the 1993 fiscal budget. But a Ipt remains 
to be done. Most state governments are 
yet to fall in ine The tax rates on many 
commodities are still very high. The 
cascading effect of taxes on prices remains 
to be eliminated through value added 
taxes. Administered prices continue to be 
raised several times a year. 

Rodrik (1990) has emphasised the im¬ 
portance of ‘sustainability’ in designing 
structural re-adjustment programmes. 
From this point of view, perhaps the big¬ 
gest question mark relates to India’s abili¬ 
ty to create a large enough trade surplus 
to service a rapidly iricrea.sing debt 
burden. 

It will be unrealistic to expect a pick¬ 
up in world trade in the near future. The 
slowing down in world trade will heighten 


protectionism and competition. Our 
analysis suggests that if we are able to 
achieve a high rate of growth in manufac¬ 
turing, exports of non-traditional manu¬ 
factures should increase. But this may not 
be the case for traditional manufactures 
like textiles which still account for a large 
proportion of total exports. Growth, on 
the other hand, will induce an increase in 
imports, especially of petroleum products 
and this could be aggravated by an in¬ 
crease in crude prices. We should therefore 
continue to take a cautious view of im- 
pons. Rather than physical controls, 
prime reliance should be on tariffs. While 
a further lowering of the general level of 
import tariffs will encourage competition 
and growth, some rationalisation in the 
tariff structure is called for. The tariff rate 
should increase at each successive stage in 


Tahk u Import iNitNsin Of MANuiAtTimiSicrvtR 



Input Imports (Rs 

Crore C IF) 

Input Imports as Per Cent of GVA 


Ciross 

Net of FOB 

Gross 


Net of FOB 




F.xpotls 



Exports 

I9g0-8I 

5.876 


3.541 

47 


28 

1481 82 

6.623 


3.881 

45 


26 

1982 83 

7.695 


4.905 

46 


29 

1983-84 

8 062 


4.999 

39 


24 

I984-8S 

8.201 


4.493 

.35 


19 

1983-86 

9.556 


5.648 

36 


21 

1986-87 

8.364 


4.492 

29 


16 

1987-88 

9.629 


4.389 

29 


13 

1988-89 

11.783 


4.509 

30 


II 

T ABI 1 IS 

<AfCoNl.NTS Ol iMPORr InTENSITV Ol MaNUIAC'IIIRI- 

•Faoory SfcroR 






(Per cent of CVA} 


Total 

Crude 

Other 

Manulac- 

Fuels 

Machinery. 


Inputs 

IViro- 

Non-Mami- 

lured 


and 


Imports 

leum 

fact u red 

Inputs 


Equipment 




Inputs 




1980-81 

47 

23 

2 

17 

2 

3 

1981-82 

4S 

23 

2 

15 

2 

3 

1982-83 

46 

24 

3 

14 

1 

4 

1983-84 

39 

17 

2 

13 

1 

6 

I984-8.S 

35 

14 

3 

13 

2 

3 

1985-86 

36 

13 

4 

14 

1 

4 

1986 87 

29 

7 

4 

13 

1 

4 

1987-88 

29 

9 

3 

12 

1 

4 

1988-89 

30 

7 

4 

13 

1 

5 

Tabi r. 16: 

Impoki Intsnsity Ol Manufacture by Subsectors— 

•Fa<ti)rv Sector 


(Input Imports as Pet Cent of GVA) 





Gross 

Net of FOB Exports 


80-81 


88-89 

80-81 


88-89 

Edibles 

14 


8 

(2) 


(3) 

Textiles 

8 


10 

(33) 


(35) 

Other Agro 

12 


17 

4 


(13) 

Hydrocarbons 

494 


102 

485 


81 

Chemicals 

37 


30 

25 


8 

Silicates 

24 


21 

17 


18 

Meials 

43 


48 

30 


35 

Engineering 

26 


24 

12 


13 

Unclassified 

20 


19 

(23 


11 

Manufacturing 

47 


30 

28 


11 


Note: Figures in brackets are negative figures. 
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.Ihe value addition process with a view to 
encouraging >«lue addition within India. 
Secondly, there should be a long-term 
thrust on efficient import substitution in 
some critical areas, like oil (by other forms 
of energy), metals, agro-based products 
and services. 

From the role of the stat^ we may now 
turn to the role of the firm. The develop¬ 
ment process suggested here will lead to 
a natural transition from consumer to in¬ 
termediate to capital goods, and from 
labour to capital to knowledge-intensive 
technology The sequencing of develop¬ 
ment in India has on the other hand been 
similar to that in planned economies, like 
China and east European countries. The 
emphasis has been on building manufac¬ 
turing capacity for intermediate and 
capital goods and limiting the growth of 
consumer goods. The resequencing of 
development, in line with natural transi¬ 
tion, will call fur a two-dimensional 
restructuring at the firm level. First, the 
imbalances will have to be corrected by 
shedding excess capacity in pockets of 
surplus and by creating new capacity in 
potk*‘is of .shortages. In the process, 
iriources win be re-allocated between 
firms, factors and geographical 

locations. Sc'. 0 (>.Jl''. a quaiiiative upgrada- 
tion of both exj.sii;:; ait-' i..'w capacity will 
be required to increase pr. .'jc,>vity and 
compctitivenes.s of Indian ir.<(-..‘' 

Indian companies have tended to add 
to their product portfolio as tinance and 
industrial licences have become available, 
without any reference to their core compe¬ 
tencies. They will have to identify and 
develop their core competencies and build 
their product portfolios around these. 
Companies that do this sucoes.stul1y could 
end up with a trimmer portiolio, but th': 
loss of revenue if any will be more than 
offset by the consequent shedding of 
costs. 

The u‘ approach to downsizing in 
the Lo and Europe is to reduce costs by 
shutting down plants, retrenching people 
and squeezing supplieis. A second ap¬ 
proach, Often used by Japanese firm.s, is 
to keep existing ties intact, but postpone 
eipcrnses like new investments, new recruit¬ 
ments and even wagc/dividend/supplier 
payments. For a developing economy like 
India’s, the scope for the latter approach 
should be fully explored. 

Companies have traditionally sought to 
reduce costs by setting up large, integrated 
plants. But recent trends indicate that out¬ 
sourcing (or buying out) can often be a 
more cost elTccfivc alternative. Recent 
developments in technology make it possi¬ 
ble to produce economically in small 
batch quantities. The Japanese method of 
‘lean manufacture’ achieves thLs in the 
engineering indicsiry by eliminating the in- 
hexibilities and the ‘flab’ (like exce.ss in¬ 
ventory, re-work, factory space, etc) cssen- 




tial for uninterrupted large-scale produc¬ 
tion. The small steel plants it the US have 
brought down optimal capacity from 
seven million to one million tonnes, by 
developing new technologies like small 
furnaces, continuous casting, ‘coil-box’ 
rolling, etc Secondly, small, highly speci¬ 
alised vendors arc able to reduce costs 
through higher efficiency (e g, Japan’s 
Keiretsu, Europe's state of the art compo¬ 
nent suppliers, California’s Silicone 
Valley), And thirdly, by decentralising 
development to small units, commerciali¬ 
sation of innovations is speeded up. In 
India too out.sourcing is gaining ground 
(e g, in automobiles, pharmaceuticals, 
consumer goods, etc), but the main reason 
seems to be the wage and ta.x advantages 
of small firms rather than any fundamen¬ 
tal technological or economic conside¬ 
rations. 

MNCs have kept costs under control by 
shifting production bases across countries. 
Prima facie, there is much scope for 
reducing costs by relocating production 
bases within India. Owing to government 
regulations, companies have so far been 
limited to finding new locations for their 
new projects only. It will be worth examin¬ 
ing the scope for relocating existing 
facilities. 

Companies tO' to achieve economies ol 
scale by pooling resources. One way of 
doing this :.s iltrough niergers and acquisi 
tioiis. A more recent development is 
strategic alliances. Machine tool nunulac 
iurers in Germany have come together lor 
sales, distribution and set vicing in inter¬ 
national markets. Several automoMIr 
manufacturers have finalised joint manu¬ 
facturing arrangements whereby one 
manufacturer will produce specified parts 
all. German producers of steel have 
joined hands in certain areas of manufac¬ 
ture. In a icguiated environment like 
India’s, lakeosers have largely been limned 
to those fiom multinationals and strategic 
alliances have been practically non exis¬ 
tent. But two recent deals indicate that 
these could offer interesting opportunities 
for cost reduction. 

A recent study by the Harvaid Business 
School (Porter 1992] indicates that the 
firm level ap|x-oach to industrial invest¬ 
ment in ‘profit-oriented countries like the 
US is different from that in ‘growth- 
oriented countries like Japan and Ger¬ 
many. The US companies plough back a 
smaller proportion of their added value 
and pay out a higher proportion by way 
of wages and dividends. They also spend 
a higher proportion of their investment on 
physical assets like plant and equipment. 
The Japanese firms on the other hand 
spend a much higher proportion on build¬ 
ing the three basic foundations of long¬ 
term competkive advantage: knowledge 
(e g, R and D, HRD), repuution (e g, cor- 
oorate/brand image) and what Kay (1992) 


calls aidiitecture (a stable relationship bet¬ 
ween the firm and its customers/voidors/ 
employees/shareholdens). In a protected 
environment, the approach to investment 
in Indian firms is likely to have conform¬ 
ed more to the US model and will need 
to be re-oriented. 

Notes 

[This study is based on the author’s research 
at the Indian Institute of Management, 
Ahmcdabad. The author is grateful to J C 
Sandesara and G S Gupta for their helpful 
comments. They are naturally not responsible 
for any deficiencies that remain.) 

I See Bhagwati and Desai (1970), p 91. They 
find that between I9SI and 1957. emphasis 
was on import substitution of consumer 
good-s, followed by capital and intermediate 
goods. Between 1957 and 1963, the priority 
shifted to capital goods, followed by in¬ 
termediate and consumer goods. 

1 For a discussion of ‘consumption-led’ 
growth, see Mkar and Kumar (1990). 

) See 'Zero Inflation' in The tconomisi, 
November 7, 1992 (pp 21-24). 
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Electronic Reorganisation of Manufacturing 

A New Techno-Economic Paradigm 


Annav^jhula J C B 

The study examines the predicted and actual impact of new flexible production technologies on industrial pro- 
duction organisation in industrial countries. By outlining the problematic context in which these technologies 
evolved as appropriate responses to certain challenges faced in production and distribution, it then highlights 
the point that these technologies have contributed to productive integration as also decentralisation at the domestic 
and international levels. Evidence gathered here does not fully endorse the relocationist or anti-relocationist (trade 
reversal) views. In general, it seems we are in a non monotonic flux of ‘much can he said on both sides’. 

Introduction 


WE know that process technology is the 
technology that determines the way in 
which products are made. This review ar¬ 
ticle is just an exploratory inquiry into 
new process/inanufacturing technologies 
stncto sensu, in particular of micro¬ 
electronics based or computerised produc¬ 
tion technologies. In what way do these 
new technologies impact on the ‘make- 
buy’ or production sub-contracting poli¬ 
cies of firms? That is the complex ques¬ 
tion that especially concerns us here. 

The general model of technological 
choice for less developed countries 
(LDCs) a la Frances Stewart conveys us 
that since LDCs are largely technology 
recipients and developed countries (DCs) 
technology originators, the ‘technology in 
use' in an LDC is a function of 'techno¬ 
logy available to that country, which in 
turn IS a function of the development of 
‘world technology’ (basically in DCs). In 
this three-stage model which is needless 
to be elaborated here.' if we note that 
‘technology in use’ in an LDC is ultimate¬ 
ly structured by the ‘selection mecha¬ 
nisms’ prevaOtng in that country on the 
basts of diverse producers with diverse 
objectives and diverse as also certain com¬ 
mon (economywide) constraints and op¬ 
portunities, then it would be fruitful to 
probe further into the makesbuy decision 
processes of large and small-medium 
firms in the modern industrial sector- 
multinational subsidiaries, joint ventures, 
purely technology importing and non¬ 
importing fiiTns etc, all with export orien¬ 
tation or domestic market orientation or 
a mix of inward and outward looking. 
Such research would help us understand 
with policy implications, the role of inter- 
firm linkages in economic development in 
general, and in large firm based dualistic 
development and small firm based regional 
development in particular. This task 
would be ail the more interesting in the 
recent context of policy reforms in India 
where, broadly speaking, policies of ‘shou’ 
(restriction) have given way to policies of 
‘fang’ (liberaisation, in Chinese) by way 
of ‘dm^ulkticn-cum-opeiung up’ in order 
to set this ‘morbid and moribund tiger’ 
free for a ‘healthy and vigorous’ growth. 


However, research on these lines, espe¬ 
cially in terms of the impact of techno¬ 
logical change (new prc^ticts and new 
processes) on the subcontracting beha¬ 
viour of firms, is conspicuous by its 
absence. Moieover, it calls for primary 
studies, at least on industr ies rich in ver¬ 
tical linkages, with the usual attendant 
problems of non-response from the sam¬ 
ple firms for an individual native resear¬ 
cher. Of course, there have been occa¬ 
sional newspaper and business magazine 
reports, for example on automobile and 
electronics industries, which seem to sug¬ 
gest that the entrv of new products and 
processes through foreign technical col- 
iaborations/direct investments does not 
augur well foi the modern small-scale sub¬ 
contractors and ancillary units which have 
been tuned to conventional (mechanical 
and electro-nKchanical) technologies.^ 

However, the present use and diffusion 
of the newly emerging technologies 
already points to a wide application and 
a sustained economic impact in the DCs. 
in the light of a large b^y of literature 
on this topical subject in these countries, 
the discussion here is organised as follows: 
Section I deals with nature and effects of 
electronic controlling of machines. Sec¬ 
tion II with flexible automation of final 
assembly and parts making. Section III 
with Computer integrated Manufacturing 
(CTM), S^tion IV with impact of CIM 
on pi^uction organisation, and finally 
Section V deals with CIM and interna¬ 
tional sub-contracting of industrial pro¬ 
duction. in particular. 

I 

Electronic Controlling of 
Machines 

Microchips are used not only in several 
products,^ but even in the machines that 
are used to make them. Cdnsequently. 
worker control of machines has been pro¬ 
gressively eliminated and the unit of con¬ 
trol has been insulted in the machine 
itself. This has altered the production 
techniques and the connected labour pro¬ 
cess. The trend in engineering firms has 
been to replace mechanical and ehfetro- 
mcchanical controls by electronic control 
systems. 


The objective of this replacement is to 
drastically reduce the machine shop work 
in production. One such instance, where 
a manufacturer of control units for 
machine tools in Italy shifted from 
slectro-mechanical to electronic control 
systems is a.v follows: “With the ap- 
oearance of rmcro-electronics in the 1970s 
the firm began to run down its machine 
shops and progressively iniensiried putting 
out which eventually accounted for 60 per 
cent of production costs. At this time the 
firm employed about 500 workers directly 
and over 900 indirectly as outworkers. A 
couple of years later with the introduction 
of automation the firm recentraiised pro¬ 
duction and an estimated 600 outworkers 
lo.st their jobs."' 

The electronic controlling of machines 
with microchips has the capacity of 
replacing almost all human activity in fac¬ 
tories. A study points out that “in in¬ 
dustrialised countries, over half and 
possibly three-quarters of the functions 
carried out by plant operators demand no 
more observation, analysis and decision 
than can be performed by quite modest 
micro-processors as they have been 
developed to date’*.' 

With prices falling by the day and their 
:ost constituting just a fraction of the an- 
lual cost of a worker, there has been rapid 
iccepiance of micro-processor/tnicro- 
computer based capital equipment, not 
only by the big but even the medium and 
small firms.*’ According to some 
estimates, "the relative priceof a robot to 
a worker dropped in the 1970s from about 
four limes to 1.4 times, owing to rapid 
wage increases on the one hand and in- 
crea.singiy competitive pricing of robots 
through cost improvements in production 
on the other. Ibis trend will certainly con¬ 
tinue, so that the robot becomes a cost ef¬ 
fective labour .substitute, even without tak¬ 
ing account of the fact that the robot re¬ 
quires no fringe benefits or holidays, can 
work extra shifts, needs no lea breaks, 
docs not engage in labour disputes and 
provides a consistent level of quality out¬ 
put that human labour cannot supply!'^ 

The amazing flexibility of a micro¬ 
processor’s use by reprogramming has 
made irrelevant the top managements’ 
strategies of overcoming the pr^lem of 
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changing the functions or methods of 
operating in a workforce. Moreover, 
micro-processors and the rdated automa¬ 
tion have become the most important 
‘strike-breaker’. For instance, in the US, 
“during the well known strike of 1975 
in the aerospace industry McDonnel- 
Douglas* management was able to main¬ 
tain production at 60 per cent with the use 
of micro-processors and automation. In 
another well known strike in 1973, 
General Motors' management was able to 
easily shift production from one sector of 
the industry to another by the use of 
micro-processors that have pr^csigned all 
the different changes required in the 
labour process.’* 

The above arc some powerful factors 
hastening the shift from labour intensity 
to capital intensity in manufacturing in¬ 
dustries. As Sir Maddock has pointed out, 
until (he advent of the minimarvel micro¬ 
chip, “the capital equipment which was 
needed to displace labour was very expen¬ 
sive, at least (in ball-park term.s) 10 times 
the annual cost of labour and frequently 
' as much as 100 times. This meant that the 
management in a factory had to make a 
careful judgment as to ns capital-labour 
ratio. Capital was a fixed cost and a liabili¬ 
ty in slack limes; labour was a variable 
cost and thus, until recently, could be shed 
in bad times!’ Now no such constraint is 
faced ’ 

II 

Maaa Produrliun vk Flexible 
Automatiwn 

As long as markets expanded till the 
early 60s, mass production for Fordism 
had its hey-day. But when relative market 
stagnation set in alongside the rise of 
labour absenteeism, turnover and rebel¬ 
lion, the employers realised the lutility 
of the semi-automatic mass producing 
assembly lines and the mainstream econo¬ 
mics suddenly discovered "diseconomies 
of scale’. The changing product market 
conditions induced countervailing trends 
in the work organisation that disproved 
the inevitability of monotonous deskilling 
of workforce as propounded by Braver- 
man.'" Small, ‘semi-autonomous work 
groups’ (rained in a large number of 
operations and not subjea to rigid job 
. description, and with pay levels linked to 
training, were suddenly hailed for their 
‘job enrichment and satisfaction’. But in 
reality thQt amounted to increasing (he 
flexibility and work intensification by in¬ 
creasing the skilled content of production 
work. A classic example of these ex¬ 
periments has been that of the Swedish 
automobile maker, Volvo. “ 

In this milieu, a new science of 
ergonomics—a mixture of engineering, 
medicine and psychology—took off to 
study human performance and human 


factors in work, machine control and 
equipment design, ft amasses knowledge 
of movements of major body sections, 
perceptions and cognition, work environ¬ 
ment and oiganiiiationai aspects of work, 
in order to increase operational efficiency 
and operator safety, and to ensure reduced 
but optimal efforts by the worker.'^ 

However, the ultimate thrust of produc¬ 
tion engineering has been towards the ap¬ 
plication of micro-electronics based 
technologies. The use of microchip based 
capital equipment has become absolutely 
necessary to slash costs, allow variation 
in product and cope with the pressing in¬ 
novative era of shrinking product life 
cycles. Technological change has reduced 
(he life cycles of manufactured goods in 
general to 4-5 years and consumer elec¬ 
tronics in particular to 2-3 years.” As 
such, flexible automation of final 
assembly as well as parts manufacture has 
been a better option than the radical ex¬ 
periments made in the 60s and early 70s 
to ergonomically restructure special pur¬ 
pose, dediciated (old-fangled Fordist) 
assembly lines into many bays or i.slands 
of reskilled workers, which then en¬ 
countered the bottleneck of inflexible 
(special purpose) machine capacities in the 
firms supplying parts and components. 

It is in this problematic context-how 
to have a wide-ranging machine capacities 
for long runs and more urgently, for short 
medium runs to match the complete range 
of marketing needs— that we must need 
posit the panacea—both at final assembly 
and parts making levels—provided by pro¬ 
grammable capital equipment, vi?, com¬ 
puterised machining centres” and in¬ 
dustrial robots, the two wonders of the 
chip age. 

It may be noted that in conventioal 
final assembly of high volume identical 
product, special purpose machines or 
‘troublesome’ humans (or a mix of both) 
are used. The specialised machines are 
very expensive, but are fatigue proof, ef¬ 
ficient sum of jigs and fixtures (special 
tools and parts holders). They are built to 
repetitively perlbrm one fix^ operation 
or a closely related scries of operations on 
just one product. When models on the 
pnxiuction line or product designs change; 
these machines cannot be altered im¬ 
mediately. Even a slight variation in parts 
(because of errors usually arising from the 
tolerance limits within whidi all produc¬ 
tion processes are permitted to vary) have 
often been found to jam the machines as 
much as a third of the time” But adap- 
(ive (in relation to errors) and program¬ 
mable (in relation to model or design 
change) robots have been used in Japan 
to make even mass production (justified 
by the market size) flexibly efficient.'* 
However, by late 197()s itself it was found 


that high volume assembly consisted of 
only 5 per cent of ail goods manufactured 
in industrialised countries.'^ 

The real challenge has been to pro¬ 
fitably automate low volume assembly of 
majority of end-products, i e, products 
manufactured in batches, with wide style 
variations and short design lives in small 
quantities. Here too intelligent robots (i e, 
tools with minds of their own) or rolrots 
with cognitive planning, and which can 
rotate, bend, extend, or move up and 
down, right and left and which are in¬ 
stantly reprogrammable to adapt to pro¬ 
duct change, have begun to take up posi¬ 
tions to ultimate assembly lines.'* 

Though robots have generally been 
deployed in tedious and hazardous work, 
the thrust of their development has been 
towards higher speeds, sight and touch 
sensors, and miniaturisation. In Japan, in¬ 
telligent robots have already successfully 
taken up small assembly runs of pumps, 
compressors, air blowers, speed-change 
gears, calculating machines, typewriters, 
woollen yarn knitters, sewing machines, 
freezing machines, extinguishers, valve 
cocks, gas appliances, oil appliances, ven¬ 
tilators, washing machines, lighting fix¬ 
tures, radio sets, television sets (household 
electric appliances), semiconductor ele¬ 
ments, integrated circuits (electric and 
electronic parts), automobiles and auto 
parts and so on and so forth, intelligent 
robots have come into the inspection pro¬ 
cess too.'* 

Flexible automation of parts manufac¬ 
ture at the small- and medium-size sub¬ 
contract or independent units have 
developed in tandem with computerised 
small-lot final assembly as demand for 
parts in small-medium lots has shot up. 
Here also computer technology has 
created general purpose numerical control 
machines and intelligent robots and over¬ 
come the uneconomical problematic of 
small-batch engineering.^ 

In this connection, it may be noted here 
that the operators of traditional general 
purpose machines (the lathe, the milling 
machine, the drill press, etc) performed 
the following seven functions:^' (1) move 
the proper piece to the machine; (2) load 
the workpiece on to the machine and affix 
it rigidly and accurately; (3) select the pro¬ 
per tool and insert it into the machine; (4) 
established and set machine operating 
speeds and other conditions; (5) control 
machine motion, enabling the tool to 
execute the desired function; (6) sequence 
different tools, conditions and motions 
until all operations possible on that 
machine are complete and (7) unload the 
part from the machine With the develop¬ 
ment of numerical machine control from 
the mid-19S0s by way of punched-lape in¬ 
formation storage and then by magnetic- 
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dbc ttorage or computer monory storage 
(wlwh yielded a computer-numerical- 
contiol system that simplified the editing 
and altering of parts programme and 
made it possible for the computer to take 
over several auxiliary functions like pre¬ 
selecting tlw next tool and having it ready 
when it is needed), and then by direct 
numerical control system (whereby a 
group of machines is controled by a sin^ 
emnputer), the following computer-mana¬ 
ged parts mataifacturing system came into 
existence, “..a number of machines are 
linked together, not only through a com¬ 
mon control computer but also through 
a part-transfer, load/un load system. 
Apart from tool and machine mainten¬ 
ance, the only direct operator activity is 
attaching the workpiece to special pallets 
(load) and removing the finished product 
(unload). Once a workpiece has been 
loaded and the computer has been in¬ 
formed that it Is ready to enter the system, 
the computer takes over, routes the work¬ 
piece to the necessary machines, selects 
the proper tools, executes the proper 
operations and when the part is finished, 
returns it to the operator for unloading. 
At the machine itself ail seven of the 
required functions have been automated, 
with the result that the opoator services 
a system of machines rather than a single 
machine.”-^ This sy.siem, eminently 
suitable for small-batch parts making, has 
been subject to further advancements like 
increasing the speed of processing and so 
on. The severe headache of ‘set-up costs’ 
has been thereby successfully prevented. 

We arc thus far dealing here with flexi¬ 
ble automation at both final as.sembly and 
parts making levels. So much on this 
theme. The central point that follows, in 
the words of an OECD industry Commit¬ 
tee’s lepon, is that micro-electronics ba.scd 
or computer production technologies, 
“because of their high degree of flexibility 
enable low production costs to be attain¬ 
ed even for small production volumes. 
This increase in the economies of scope 
of the manufacturing process thus no 
longer requires long runs to be produced 
to obtain important reduaions in unit 
cost.’’^^ Economies of scope due to flexi¬ 
ble manufaauring (i e, flexibly using 
shared inputs in the process of producing 
diverse products in order to satisfy con¬ 
sumers' demand for diversity and quality) 
thus characterises the new techno-econo¬ 
mic paradigm, in contrast to the econo¬ 
mies of scale associated with dedicated 
manufacturing (i e, using highly specialis¬ 
ed capital equipment to turn out standar- 
dised/identical high voIuiik goods). In 
nutshell, flexible manufacturing has 
smashed the obstacle of capital fixity (i e, 
horizontal constraints on capital as in 
Fbtdist assembly lines) and has the power 
of flexibly using capital to produce dif¬ 
ferent varietie of products." 


Ill 

Computer Integrated 
Manufarturing (CIM) 

Computet controlled assembly and 
parts making are components of the larger 
system called Computer Aided Designing/ 
Computer Aided Manufacturing (CAD/ 
CAM) or Computer Integrated Manufac¬ 
turing (CIM) for short. CIM has six lunc- 
tional areas, (1) design; (2) .storage and 
retrieval of information about the pans 
being manufactured; (3) management and 
control of available resources (labour, 
machine time and materials) according 
to changing demands; (4) handling of 
materials; (5) control of machine tools 
and other single-purpose machinery; and 
(6) control of robots. The synergetic ad 
vantages of CIM arc dependent on the 
development of data processing techno¬ 
logy in each (»f these functional areas. 

Under CAD systems, the designer 
makes an iniual estimate of the shape of 
a particular object, views it on the scieen 
(visual display unit of the computer), 
analyses it and successfully refines it. 
Once he or she is satisfied with the 
simulated solution as seen on the screen, 
the computei produces a good dear draw¬ 
ing of it more accurately and in less time 
by using a suitable printer. Under this 
system, there is no ne^ for a well-trained 
draughtsman, and costs can be much 
reduced." 

Storage and retrieval of information 
about parts, whereby a precise knowledge 
of the location of specific items at any 
instant of tlx‘ manufacturing process 
could be uhtamed, is organised by Group 
Technology or Cellular Manufacturing 
System. That means that parts with 
similar geometry and machining require¬ 
ments are grouped so as to reduce re¬ 
tooling and re-setting. Also machine tools, 
manpower and processes are grouped to 
treat a specific group of parts. The highest 
form of this organisation is cailed Flexi¬ 
ble Manufactiii iiig System (FMS)--a 
combination of numerical control, robots, 
conveyors, automatic warehouse and com¬ 
puters. The computerised transport 
system in FMS makes quick adjustments 
to reflect changes in the mix of parts be¬ 
ing machined or assembled. FMS is said 
to be the heart of CIM.^’ 

For optimum utilisation of available 
resources, a system of Manufacturing 
Resource Planning and Control is adopted. 
According to this, estimates of inputs can 
be made by extrapolating backward from 
the delivery date for the assembled pro¬ 
duct. This reduces inventory (finished or 
, work-in-process waiting). In this connec¬ 
tion. the Japanese ‘Kambarf (or ‘Just-in- 
time’) system of reducing suxrks by mak¬ 
ing available right items in right amounts 
in right time is famous and fairly well 
known. There is another, recently reported. 


inventory rethicTion system called Op- 'f 
limised Production Ibchnology. Thit was 
{lately developed by the Israetiie, Goldratt 
^and used at the Central Motors* plants. 
There are three variables in this system: 
throughput (the rate at which a produc¬ 
tion system generates money through 
sales), inventory (the money invested in 
raw materials), and operating expense (the 
money spent on turning inventory into 
throughput, including money spent on 
labour). The system maximises profits by 
increasing throughput and decreasing the 
inventory and operating expense" 

The advantage of CIM Ls that materials 
handling is done by robots and any faults 
in CIM can t>e easily detected by plugging 
ihem into a compuier." 

The ultimate aim of CIM is to build 
paperless, unmanned ‘flexible-make- 
anything' factories for assembly or parts 
making or fur both. Designing, manufac- 
tufing, pruces.s planning, testing and 
inspection and information flows are ail 
'fitegiaied by computer technology. The 
cumimterised numerical tools and robots 
can even be programmed lo do ‘ghost 
shifts' (night shifts) with just one or two 
workers to keep an eye on things. How¬ 
ever, even such sophistication cannot do 
away with the essential technically 
qualified superviosry and maintenance 
personnel.'® 

Under CIM, lead time (i e, time taken 
to put a product in the market), inventory 
waste, number of machine tools, material 
content and cost, labour content and cost, 
machine downtime (i e, lime taken in 
leseiting machinery .specification from 
one size or type of product or component 
to another), average number of operations 
per pan. energy consumption, total 
average processing time from raw-stock to 
nni.shed product, and overall overhead 
'.'harges, will all decline. The production 
system’s size a.s a whole will shrink, that 
is, space efficiency will increase. Desired 
capacity can he built in less space with 
smailci building and supporting facilities. 
And there would be no labour manage¬ 
ment problems. Machine utilisation and 
product yield and quality will shoot up. 
The break-even point will appreciably col- 
'apsc. T he cost of manufacture per unit 
of output will fall and real rate of return 
on CIM will ri.se. Above all, CIM provides 
short life options and facilitates better 
customer service. 

The immen.se benefit from CIM will be. 
the eltminaiioii of "60-70 per cent of the 
current costs of manufacturing that have, 
nothing to do with the physical tasks in¬ 
volved but depend on planning, schedul¬ 
ing and control of the equipment and the . 
people who operate that equipment’*.® 
The cost ol wasteful inventory is said to 
be about 30 per cent of the total material 
cost. The direct labour cost will decrease 
to 5-15 per cent (or even further) of total 
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CMt.” The break-even poini j< expected 
lo be 30-35 per cent oi capadty due to 
CIM, instead of 65-70 per cent for con¬ 
ventional plants. ^ Finally, CIM experts 
foresee a time when such a system will be 
downsized in such a way that ‘micro- 
factories’ could be set up anywhere within 
a few hours notice.’^ 

To reiterate and sum up, following 
Blois, the overall effect of CIM (by way 
of flexibility in product design and pro¬ 
duct mix. rapid response to changes in 
market requirements, reduced work-in- 
progress, greater control of processes, 
greater predictability of maintenance re¬ 
quirements, distributed information pro¬ 
cessing and small minimum order quan¬ 
tities) is “to offer the possibility of 
manufacturing a variety of complex ob¬ 
jects in batches ranging from very small 
to large, at a cost per unit, regardless of 
the batch size, which is of the order of less 
than that usually associated with mass 
production. Furthermore, the system can 
respond more rapidly than most manufac¬ 
turing processes to changes in market 
demands!”* 

IV 

CIM and Production Organisation 

Theoretically, CIM permits a company 
to internalise final assembly and parts 
making under a single roof; it also per¬ 
mits subcontracting at both domestic and 
international levels on the basis of tech¬ 
nical division of labour between different, 
geographically dispersed plants of the 
same firm or different, legally indepen¬ 
dent firms. The spatial separation between 
plants can be almost instantly merged 
with the aid of ‘Information Technology* 
or Telcmatics^a mixture of electronic 
components, computers and telecom¬ 
munications.’^ 

In reality, CIM has had a two-fold im¬ 
pact. There is evidence to show spatial 
expansion of domestic subcontracting into 
international subcontracting. There is also 
growing evidence to show spatial contrac¬ 
tion of international subcontracting into 
domestic subcontracting or complete in¬ 
ternalisation by the single-pitnt or multi- 
plant parent firms. At present there is in¬ 
deed the difficuity of pointing out which 
of these trends is dominant. 

Let us consider here the interesting pro¬ 
position that computerisation is compati¬ 
ble with subcontracting of pans making. 
According to a source, since the tapes and 
computer programmes arc highly por¬ 
table, numerical control increases the 
possibilities for management to transfer 
work elsewhere in the United Kingdom 
or abroad. Numerical control and com¬ 
puterised machine tools pose a threat to 
the effectiveness of stopping subcontract 
work, transfer of work abroad and strikes. 
With the development of mlcro-electro- 


nically based satdlite the transfer be 

further fadlitated. This trend is further 
augmented by current research in the UK, 
initiated by the US Airforce to develop a 
computer language to ‘enable all the 
thousands of subcontractors to aerospace 
to speak the same language’ jThe Engineer, 
November 28, 1978].» 

In the near future, computer language 
is expected to do away with the conven¬ 
tional way of issuing drawings or samples 
to a sub-rontiactor. instead the geometric 
data and machine-tool programmes needed 
to shape a product would be transferred 
electronically to the subcontractor’s com¬ 
puter. Orders from major customers or to 
subcontractors/suppliers will be elec¬ 
tronically transmitt^.’* This way, high 
quality conformance of subcontract 
work—faithfulness with which the pro¬ 
duct manufactured by the sub-contractor 
conforms to the design speciFications of 
the parent fam—could be maintained. 
For example. General Motors is reported 
to have taken a leaf out of Ibyota’s book, 
and is said to have “got its suppliers hook¬ 
ed into its vast computerised information 
net, allowing them swap data with the 
giant motor maker as a first step towards 
integrating them wholly within its CIM 
environment”.^ Elsewhere it was men¬ 
tioned that; “In a S40-billion plan to inte¬ 
grate all its manufacturii^ using com¬ 
puterised tools, sensors end data collec¬ 
tion, General Motors has issued terminals 
to all its main suppliers and tied them into 
its own information network. Suppliers 
will eventually track production and 
deliver components to General Motors’ 
factories as th^ are needed. They will also 
collaborate on developing new compo¬ 
nents for future models!’*' 

CIM has become as important to small 
manufacturers as to big. For one thing, 
the sub-contractors cannot survive with¬ 
out it, as they face the threat of being cut 
off. CIM has become, or will become, af¬ 
fordable even by small job shops with the 
continually falling cost of computer 
power in terms of ‘price per instruction 
per second’ (PIPS).*’ In fact, custom- 
made computerised production scheduling 
and sequencing packages for each 
machine or work centre have already been 
developed for small and medium firms in 
the engineering industry to make available 
each assembled finished product by a 
preset date Apart from this, computerised 
systems for small firms provide them con¬ 
trol over stocks, work-in-prooess monitor¬ 
ing, as well as capacity forecasting, that 
is ‘whether the capacity available on each 
work centre needs to be adjusted in the 
light of the number of orders received or 
planned’.’ *’ 

Keeping with this trend, recent evidence 
shows that CIM is fast diB'using among 
small firms and that big coiporations are 
offloading work to them on subcontract: 


“Oisbur^ent of production towards... 
smaller manufacturing units is progress¬ 
ing remor$elessly...industrial boutiques 
run by small independent operators with 
all, the latest CAD-CAM techniques are 
emerging as contractors to mainstream 
corporations, many of which eventually 
be forced to offload their manufacturing 
units and buy in tailor-made products!*** 

Since CIM erodes economies of large- 
scale in manufacturing many big corpora¬ 
tions are likely to just concentrate on and 
derive scale economies in the fields of 
R and D, sales and marketing.*’ This 
contradicts the viewpoint of certain 
writers that micro-electronics technology 
will inevitably increase business concen¬ 
tration and recentralisation of production 
such that “small businesses and subcon¬ 
tracting arrangements are particularly 
vulnerable”.** The point is that while the 
microelectronics-based redesigning of pro- 
duas ciiiiiinates much of subcontractable 
work by resulting in low-cost, component 
count.*’ there is no reason why 
mainstream corporations should not sub¬ 
contract out small-lot assembly and parts 
manufacture to small and medium firms 
equipped with CIM or FMS. Of course, 
the mortality of the suppliers, using con¬ 
ventional technology, will rise in the 
process. 

That CIM’s diffusion has already become 
evenly spread among big and small firms 
may still be questionable at present. But 
we can hold for certain that various 
subsets of such a system (for example, 
FMS), have been fast cineiging nonethe¬ 
less, and that by the 90s, CIM would 
become a fairly generalised phenomenon 
in the highly i ndustrialised countries due 
to the unprecedented speed with which 
prices of components, computer power 
and telecommunications are falling. 

The spread of CIM/FMS is extremely 
rapid in Japan, followed by the US** and 
elsewhere. The urgency in Japan is due to 
“a simple an ine.scapable fact that the 
Japanese economy and Japanese com¬ 
panies are faced with the prospect of a 
workforce diminishing in size and increas¬ 
ing in age”.** In the US, FMS is consi¬ 
dered ideal for sub-contractors/suppliers. 
Many sub-contractors may be too small 
(individually) to afford CIM or FMS at 
the present rales or consider the swit¬ 
chover a risky, tantalising love affair, so 
to speak. But there is no reason why they 
should not “band together to share a 
flexible manufacturing centre, making 
spindles for washing m^diiiKS one minute; 
wheel bearings the next, then switching to 
precision mounts for a miooscope maker, 
crankshafts for diesel engines, microwave 
cavities for radar equipment, nosecones 
for missiles, and so on. This would reduce 
investment risk for the individual nrm, 
white providing a higher return for the 
CIM plant as a whole!”® 
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CIM/FMS and International 
Subcontracting 

With the economics of production 
changing in such a way as to make labour 
costs less and iess important, neither 
cheap labour in the LDCs nor expensive 
labour in the DCs enters the calcuhu of 
competition. One would expect multina¬ 
tional corporations (MNQ>) to retreat! 
from low-wage countries and plant them-, 
selves in their home-countries or areas of 
market growth elsewhere. There is some; 
evidence to support such an expectation. 1 
For example, the American giant, IBM, t 
after switching over to CIM or Hnding 
indigenous CIM-equipped suppliers, “has 
brought numerous jobs, previously done 
offshore, back into the US”.’! Or, con¬ 
sider the recent, fascinating story of another 
American company, Allen-Bradley, which 
found an alternative in CIM to going off¬ 
shore or going out of business.’^ 

Allen-Bradley, a small company located 
in Milwaukee; makes industrial controls - 
(electric motor controls used in industrial 
machinery). Its market share dwindled in 
the US due to competition from the Euro¬ 
pean and Japanese counterparts who 
made the controls lower in price and 
smaller in size than Allen-Bradley’s. In 
order not to sink, the company’s top 
management considered three options: 
offshore manufacturing. Joint venture or 
making controls similar to the rivals’ 
under licence. But “Allen-Bradley decided 
against using cheap labour because it 
discovered that supposedly low cost 
manufacturing operations can be decep 
tive..One Mexican plant pays assembly 
line workers only $1 an hour. However, 
because lack of automation means hiring 
many supporting workers such as ware¬ 
housemen, total labour costs per assembly 
line worker run as high as S13 an hour- 
only S3 less than the rate, including 
benefits, of workers in Milwaukee.” 
Instead, the executives and engineers of 
the company examined the production 
processes of the French, German and 
Japanese rivals and then decided to 
massively invest in CIM facilities. The 
company produced 60 per cent of auto¬ 
matic machinery (including programma¬ 
ble robots) in-house and procured 40 per 
cent from subcontractors. The automated 
assembly line that came into existence is 
unique; it can turn out variegated 
products—simple and complex—in small 
lots as small as a single unit (‘one-off) 
with unhoud of speed that did away with 
the parts inventory problem, lu inventory 
management is superior to the Jsq>anesc 
‘just-in-time' which docs not allow mak-' 
ing lots of one at mass-production speeds. ! 
Allen-Bradley achieved the dream of the 
Japanese to make goods flow tike water 
through the line 


Allen-Bradley now produces everything 
in-house except springs (which are sourc¬ 
ed from a sub-contractor on a just-4n-time 
basis) and screws and coils (which are pro¬ 
cured on a large scale and stored until 
needed). Only four technidam are employ-. 
od “Vho load the assembly machims over¬ 
night with just enough raw material and 
parts to uke care of the next day’s run”. 
This small company ncm can outcompete 
its previous out-competitors. 

Such example are not exceptional. 
Come to Asia’s newly industrialising 
countries, which have been the dream¬ 
lands for MNCs since a long time, in 
1984, the Japanese company, Sord Com¬ 
puter Corporations pushed off from 
Singapore and went home Similarly. 
Hitachi, Fugitsu and General Motors have 
also moved their assembly lines back 
home 

The reasons:” rising labour costs and 
opposition, shortage of skilled techni¬ 
cians, conflicting governmental interven¬ 
tion,’^ and more importantly, cost- 
cutbacks in home countries due to robcHics 
and state-of-the-art technology. For exam¬ 
ple foreign subsidiaries in the field of con¬ 
sumer electronics in Hong Kong or South 
Korea that once relied on thousands of 
workers to wire radios or solder television 
components now find that robots—either 
in Asia or, more importantly, at home- 
can do the job just as well and less expen¬ 
sively. In 1980, Genera! Motors moved its 
radio manufacturing out of Kokomo, 
Indiana to Singapore and Mexico but by 
1987, the company expects to expand 
again in Indiana, thanks to a combination 
of concessions from the United Auto 
Workers and a revolution in computer- 
driven technology. The American chip 
maker, Motoiola has established auto¬ 
mated plants in Arizona and is no more 
bother^ about labour costs in the US or 
in Asia. Honda too has robotised auto¬ 
mobile assembly in Japan and is least 
bothered about labour costs. Control 
Data Corporation is said to have closed 
its IS year old plant in South Korea in 
1982 when workers striking for higher 
wages reportedly halted production and 
held American executives hostage. Other 
companies, including Doe Chemical, Mat¬ 
sushita, Pioneer and Sony contributed to 
the exodus. However, the source which 
stressed this trend in 1984 also pointed out 
that twelve of the world’s hugest disc-drive 
manufacturers had set up shop in Singa¬ 
pore and that “more are coming”! 

Consider traditional labour-intensive 
trades such as textiles and garments. These 
trades can now turn into hi-tech categories 
with high levels of R and D and computer 
software. There are self-programming 
robotic arms and laser beams for garmait 
cutting. There are microprocessor based 
control systems for designing, sewing pat¬ 
terns, fast stitching, knitting heads and ink 


injectors so as to provide variegated 
designs and coi-mrs. Computer control 
systems are also feasible for tooling, 
production planning, schedulirtg, mactune 
control, inspection, quality control, 
storage and marketing. There is a view 
that since these technological advance¬ 
ments provide competitive edge, not 
labour costs, relocation of hitherto inter¬ 
nationally subcontracted work must 
follow.” But what is the evidence? A 
source points out that relocation back to 
the north has not yet taken place on a 
significant scale and the introduction of 
flexible and integrated automation 
systems is not yet a reality for this in¬ 
dustry.” Interestingly, a more recent 
source indicates that in some sub-proces¬ 
ses of the garment industry trade reversal 
has already occurred and is likely to oc¬ 
cur further.” But note that there is also 
clear evidence that the most labour- 
intensive operation, machining or sewing 
has been brought back home and increas¬ 
ingly farmed out for subcontract to 
cheaper home-workers (women)in the UK 
and Italy instead of being automated.’* 

In the automobile field, trade reversal 
is expected in some of the parts and com¬ 
ponents presently subcontracted to the 
L.DCs. The complete manufacturing cycle 
will get closer to the final markets and the 
logic of building ‘world olants' and ship¬ 
ping parts across borders will be seriously 
undermined. For example; in the 7Ch 
General Motors set up three engine 
assembly plants in Austria, Australia and 
Brazil to meet its global needs for a new 
engine: its 80s strategy for the US is to 
have ail component suppliers within 100 
mites radius of its final assembly piani.** 
This contraction of international subcon¬ 
tracting into domestic subcontracting is 
attributed to the adoption of computeris¬ 
ed ‘just-in-time' type of inventory control. 

Take the case of consumer electronics. 
It is true that automatic insertion and 
VLSI (very large-scale integration) com¬ 
ponents have enabled MNCs to withdraw 
from cheap laboui peripheries. But 
multinationals have also transferred 
automatic devices and super-chip produc¬ 
tion to the peripheries.*” 

Finally, let us consider chip assembly 
and testing in the field of components. 
Here the dominant trend, according to 
some scholais, is trade revei-sal du^ to 
development of automated fadiities. The 
reason, for example: “With the manual 
technology of the 70s, Hong Kong pro¬ 
duction costs were 33 per cait of those in 
America; with the semi-automatic tech¬ 
nology of the early 1980s, the advantage 
had fallen to 63 per cent; but with 
automated assembly lines Instatied in 
1983, production costs in Hong Kong were 
marginally lower (8 per cent) than those 
in the US”.« 
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' Rversai is also aMributed to the 
chip makers' need for closer customer/ 
end-user contact, elimination of logistics 
problems, and to generous incentives and 
heavy investments by governments of 
some DCs to create jobs and develop na¬ 
tional capabilities. 

Three particular developments have 
been clearly noticed in the diip assembly 
and testng since the mid-70$; first, in¬ 
vestments into offshore lines have been 
slowing down; secondly, employment in 
offshore locations has stagnated or might 
have declined; thirdly, and more impor¬ 
tantly, value added in offshore manufac¬ 
turing has been falling which is a reflec¬ 
tion of the changing economics of semi¬ 
conductor/microchip production due to 
automation at both onshore and offshore 
locations.*^ 

However, we must note that the shifts 
of multinationals in this Held have been 
rather very complex to fathom. "Biere are 
shifts within OECD countries. Then there 
are shifts between the 'centre' and 'per- 
phery’ within OECD. For example, liel^, 
Scotland and Wales were reported to be 
emerging fast tk> the most rmportant Euro¬ 
pean periphery attracting the chipmakers 
to service the nearby huge and dynamic 
markets. Many or some of the existing 
assembly and testing facilities in the 
LDCs, especially in south-east Asia, are 
likely to continue functioning, albeit with 
labour displacement due to computer bas¬ 
ed automation. Already such a trend has 
been witnessed. This has been or will be 
complemented by new forms of interna¬ 
tional subcontracting related to design and 
wafer fabrication (silicon foundry service) 
so as to situate the entire manuf^acturing 
cycle within the periphery itself (for ex¬ 
ample, in south-east Asia).** 

^me more proof can be mustered up 
to show that the interest in the less 
developed periphery has not yet been 
dead. In 1983, there was an upsurge in 
capacity investment in offshore facilities. 
Besides offshore is still important to the 
onshore as a buffer against the extreme 
crisis vulnerability of the chip industry. 
The noted authority, Ernst adds; “Since 
i982..virtually every major captive or 
merchant U,S semiconductor firm has 
added final test and burn-in to its offshore 
assembly activitin. In fact, substantial 
amounts' of money have been spent on 
transferring expensive automated test 
equipment to offshore locations. In ad¬ 
dition, independent testing and burn-in 
sub-contractors in Singapore and Manila 
have substantially stepped up their ac¬ 
tivities. As a result, the test equipment 
which can be found today in Asia matches 
the equipment found at a US firm's dome- 
>lic facilities.” As regards design, “there 
las been a proliferation of so-called 
satellite design centres linked to new start- 
ip companies focusing on appiication- 
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specific devices, f^ictilarly in the field 
of tekcoamuniation£ Such independent 
desing centres are eme^ng in southeast 
Asia”. With regard to silicon foundry ser¬ 
vice, “the 1983-84 supply crunch for key 
memories and microprocessors has forced 
leading US semiconductor firms to look 
for new and unconventional approaches 
to a world-wide sourcing of wafer fabrica¬ 
tion. Intel, for example, has established 
the concept of ‘die contradicting’ which 
means that other companies u.se Intel 
masks to produce each die, which Intel 
then puts into a package and sells as an 
Intel finished producti'** 

Further, relocation to the less developed 
periphery may or will continue because of 
the need to run capital equipment roui;d 
the clock (7 days a week, 3 shifts a day) 
without any need to comply to labour or 
environmental regulation. An instance is 
Siemens’ move to the less developed peri¬ 
phery in the 80s. Furthermore, relocati.m 
will continue to advanced or new areas of 
the periphey because of shortage of skill- 
ed/qualified engineers (for instance, as in 
the erstwhile West Germany) in industrial 
countries and the availability of cheap 
'human capital’ (engineers and techni¬ 
cians) in the LDCs such as India and 
China. 

This is not all. The mobility of the 
multinationals is checked because it is not 
easy to dismantle the already entrenched 
international production and marketing 
networks. Instead of dismantling, world¬ 
wide decentralisation of automated pro¬ 
duction would be synchronised with in¬ 
tegrated system of transborder data flows 
under the control of the headquarters' 
management of the MNC concerned.*’ 

It thus follows that the opinion that 
relocation (to the home countries of 
multinationals) of hitherto internationally 
sulKontracted production must follow due 
to the new technologies should be taken 
with fairly large pinches of salt. 

Nole» 

[The author is indebted to an anonymous 
referee for her/his helpful criticism, and to 
Suku Muralidha for some editorial help in im¬ 
proving the writing of this essay. However, the 
author alone is responsible for the faults and 
weaknesses in the paper.) 
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candidates should attach copy of their 
certificate in this regard. 

Candidates should apply (with employer’s 
certificate for deputation) with copies of the 
testimonials and two references to Director, 
C.M.D.R. within 15 days of the public'ation 
of this advenisement. 


INSTITUTE FOR SOCIAL AND 
ECONOMIC CHANGE 

NAGARABHAVI PO iaAN<;AU>RE 560 072 

Brief Advcrtlaemeiu 
N<x 1/18.263 

Applications are invited for the following 
posts (temporary) for a projea of two years (up 
to June 1995) duration. 

1. Senior Research Officer : I Post 

2. Researdi Officers ; 3 Posts (Posts 2, 

3 A 4) 

ESSENTIAL QUALlPiCAaTON: 

1) Senior Research Officer: Makers degree 
in any Social Sciences with 50% marks in ag¬ 
gregate; Ph.D. or published work of equivalent 
sundard in the subject; five years teaching 
andAir research experience in (he subject; 
publications in the subject. 

2) Researdi Officers: Masters degree in 
Sociology/Social Anthropology (for Post 2); 
Mathematics/Statistics/Econbmics with 
specialisation in Econometrics (for Post 3); 
Mathematics/Management (for Post 4), with 
50% marks in the aggregate; Three years 
teaching and/or research experience in the sub¬ 
ject; and published and/or unpublished work in 
the subject. 

AGE LIMIT: 

Normally below 40 years for Post 1, and 35 
years for Posts 2, 3 and 4; rclaxabic up to five 
yt*ais for SC/ST candidates and without any limit 
for employees of the Institute. 

SCALE OF PAY . 

Post I: Rs.3700-i25-4700-150^5300 (Gross at 
the minimum of the scale: Rs.7142.00) 
Posts 2l Rs. 2200-75-2800-100-4000 (Gross at 
3 & 4 J the minimum of the scale: Rs.4495.(K)) 

A copy trf the Full Advertisement with fur¬ 
ther deuils and application form can be had on 
request separately for each post, from the 
Registrar by sending a posul oidei/DD for 
Rs. 20/- for Post 1, Rs. 15/- for Posts 2, 3 and 4 
with a self-addressed stamped (Rs. 2/-) envelope 
(28 X Hems). Application fee is nm tequiied for 
SC/ST candidates, but, they should send their re¬ 
quisition with an attested copy of the Caste Cer¬ 
tificate along with a self-addressed stamped 
envelope. Completed applications* should reach 
the Re^strar on or before I2tl| July 15193- 
Bangalore REGISTRAR 

Dated: 21-5-1993 
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What is India’s Privatisation Policy? 

Prajapati IVivedi 

The debate on privatisation in India has been more ideological than pragmatic; more dogmatic than analytical 
and more bureaucratic than technocratic. This study attempts to piece together various policy pronouncements 
and publicly available documents on this subject to outline what appears to be the prevalent approach to 
privatisation. 


DOES India have a 'privatisation policy’? 
If so, what B it? The answers to these 
questions will depend on who is giving the 
answers. Typksdiy, majority of the highly 
placed policy-makers in the government 
tend to deny the very existence of a pri¬ 
vatisation policy. Whereas, critics and 
most employees of the Indian public sec¬ 
tor see manifestations of privatisation 
policy everywhere. The only thing com¬ 
mon between these two groups is that 
neitha has a really clear picture of the 
overall privatisation policy. 

The debate on the privatisation policy 
merely assumes the existence of such a 
policy. Most witers take one aspect of this 
policy and exanine it under a magnifying 
glass. Unfortunately, this kind of scrutiny 
is not very useful because it ignores the 
big picture. The linkages between policies 
are very important in analysing the effec¬ 
tiveness of individual policies. For exam¬ 
ple, one cannot fully debate the merits of 
the ’disinvestment’ policy, ‘Memorandum 
of Understanding (MOU)’ and the policy 
of ‘restructuring sick public sector under¬ 
takings (PSLK)’ without knowing how 
they fir the big picture. 

The entire blame for this low level of 
debate on privatisation cannot be put at 
the doorstep of the critics alone. By 
tolerating an absence of a written state¬ 
ment on the privatisation policy, the 
government has not helped the cause of 
promoting a better utiderstanding of its 
public enterprise policy, to put it mildly. 
The fact of the matter is that the seem¬ 
ingly contradetory statements emerging 
from tiK highest echelons of policy-makers 
has made it impossible for most people 
to believe in the existence of a coherent 
privatisation policy. 

The purpose of this ankle is to piece 
together.various policy pronouncements 
and publicly available dwuments on this 
subject to outline what appears to be 
India’s approach to the issue of privatisa¬ 
tion. This article neither criticises the 
policy nor tries to defend it. Rather, the 
goal is to understand the broad contours 
of India’s pdblic enterprise policy. 

As mentioned earlier, there is no written 
policy statemoit bin the government’s ac¬ 
tions imply the existence of a^aerinite pat¬ 
tern. This implicit privatisation policy in 
India appears to have three dgments. liiey 
are Hire the three legs of a delicately 


balanced three-legged table and determine 
the stability and success of the entire 
policy. 

1 

Avoiding the 'I*' Word 

The most confusing aspect of India’s 
privatisation policy is the absence of an 
agreed name for it. Different people refer 
to it in different ways. In fact, the entire 
policy is usually given the name which is 
appropnaie for describing only one aspect 
of the entire policy. For erample, often 
‘Disinvestment of PSUs’ ‘Qosure of sick 
PSU.s’ or 'liberalisation’ are used as name 
tags for the whole policy. 

However, if you look at the policy close¬ 
ly. you can see the reasons why the term 
‘privati.sat ion policy’ has never been used 
in the Indian context. First, the term 
'privatisation' encompasses a Uige arena. 
Any rolling back of the goreriiment’s in¬ 
volvement in economy can be called pri¬ 
vatisation. Therefore, using the term 
privatisation can create all kinds of im¬ 
aginary anxieties. Second, the most com¬ 
mon connoation of the word privatisation 
IS selling public assets--like the sale of 
British Telecom in Britain. This option in¬ 
volving the sale of assets was clearly not 
at the forefnrnt of the Indian govern¬ 
ment’s implicir privatisation plan. At 
least, the gowinment did not want to 
create (he impression of emphasising the 
sale of public assets as a foundation for 
ii.s policy toward public enterprises. 
Thcfcfore, it eschewed the use of the term 
privatisation to describe its efforts in this 
area. 

Finally, without question, privatisation 
is an ideologically loaded word and in a 
poor country like ours, an unpalaubie 
word. As my friend Piul Rosentien-Rodan 
used to remind me constantly; “As long 
as the majority of the people are poor, 
their ideology shall prevail.” This implies 
that in a poor country the sale of public 
assets docs not have the same impact as 
it docs in a developed economy like that 
of Britain. In India, any privatisation is 
likely to create new owners only among 
the relatively rich sections of the society. 
Thus, the vast majority of the poor are 
likely to view any transfer of ownership 
o{ assets with scepticism. 


For all thee reasons the government 
seems to have hesitated in using the term 
privatisation. This has had two conse¬ 
quences. First, it has disarmed the govem- 
meni’s critics and prevented the govern¬ 
ment from wasting lime in defending its 
rhetoric. The Indian government went 
ahead quietly with disinvestment and 
other policies which fall under the general 
category of privatisation but never called 
this process a privatisation effort. This 
strategy allowed the government to suc¬ 
cessfully focus on individual aspects, 
which are very difficult to implement 
under the best of circumstances and do 
not need to be further ccxnplicated by 
a rhetorical match. In rarospecl, this 
strategy appears to have been a wise idea 
for faciliuting the implementation. 

Second, lack of agreonent on the 
meaning and scope of the word privatisa¬ 
tion had led to conflicting pronounce¬ 
ments by some top policy-makers on this 
subject. On many occasions, some of 
them have sad that India is ready for 
privatisation or is going ahead with 
privatisation. Why did they use the ‘P* 
word when others in the government were 
carefully avoiding it? One can think of 
two reasons. First, while other words 
could indeed be substituted for the term 
‘privatisation’ as far as the discussion in 
India was ccxiccrncd, the international 
donors and investors wanted to hear (he 
'P' word. In the prevailing international 
milieu, to talk of the ‘reform’ of the public 
sector is considered as a reaffirmation of 
the status quo. Therefore, those policy¬ 
makers who are under pressure to placate 
the international communly and attract 
additional investment tend to use the ‘P’ 
word mainly more as a marketing tool 
rather than a serious statcitcnt of policy. 
In addition, since there is no explicit 
agreement on not using the 'P' word, 
many policy-makers who are on (he pern 
phery of power interpreted the actions of 
the government as a tacit approval of 
privatisation as a public policy and saw 
no reason not to call spade a spade. 

II 

Privatisation Matrix 

It is one of the axioms of public poky 
that the more open and transparent you 
make it, the less interesting it gets. In 
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''December 1991, the government of India 
jplaced a document on the table of the 
parliament outlining the government’s 
ithinking in the area of public enterprise 
jpoBcy. This document was, entitled Mono- 
fnph on the Performance Status of Cen- 
tnri Public Sector Enterprises (referied to 
as Monograph hereaiter) and was pnepaied 
jby the department of pubic enterprises, 
government of India. It is a unique docu¬ 
ment of great historical importance. No 
body can fully participate in the debate 
on the privatisation policy in India 
without understanding and appreciating 
the thinking behind this document. Un¬ 
fortunately, however, this document has 
thus far not become part of the privatisa¬ 
tion debate in our country. This section 
is, perhaps, the first attempt to unravel the 
logic of this crucial document. 

To understand the polity behind this 
document, we need to understand the im¬ 
plicit conceptual framework. The root 
cause for the interest in the privatisation 
option is the perceived inefficiency of 
public enterprises. For better or worse, the 
efficiency of public enterpri.ses is usually 
measured widi the help of financial pro¬ 
fitability. Some people have condemned 
the public seoor as inefficient because its 
profitability is lower compared to that of 
the private sector. This indictment often 
provides fuel for privatisation. 

However, such broad .sweeping generali¬ 
sations about public entciprises usually 
leads to a great deal of controversy and 
debate. The public sector protagonists 
argue that these figures are too aggregative 
and for coned interpretation these figures 
ought to exdude those sick enterpri.ses 
which were acquired from the private sec¬ 
tor. Their adversaries also aigue that these 
figures are too aggregative but they sug¬ 
gest that these figures ought to exclude the 
profitable oil sector. The lesult of these 
arguments has been a ddiating match 
which has stood drawn out for ever. Both 
sides have claimed victory and seem to 
have left the lay person totally confused. 
Unfortunately, this confusion has also 
stymied efforts to effectively deal with the 
losses in the public sector. Most public 
policy preserptions seem to be influenc¬ 
ed by one group or the other. Those who 
believe that financial returns from public 
sector are poor tend to go all out for 
privatisation. Others find rodeeming value 
in the public sector in spit of the poor 
financial returns and defend its continued 
existence as such. In short, the debate on 
privatisation has been more ideological 
than pragmatic; more dogmatic than 
analytical and more bureaucratic than 
technocratic 

Tb move away from the ideological ap¬ 
proach one has to begin by a closer ex¬ 
amination of the nature of losses in the 
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public sector. If one were to suggest that 
the public sector in India consists of a 
wide variety of public enterprises, it would 
be considered a self-evident proposition 
and hence, a redundant statement. Yet, 
most people seem to ignore the fact that 
the various losses associated with the 
public enterprises are also quite different 
from each other. If the objective of the 
public policy is to find a solution to these 
varied losses, then it is imperative that we 
have a clear understanding of the various 
losses. Otherwise, we may prescribe a 
single medicine to cure many different 
types of ailments and thus may not suc¬ 
ceed in our ultimate goal of greater 
resource mobilisation from the public sec¬ 
tor. The main objective of the Monograph 
i.v to provide a disaggregative picture of 
the Indian public sector. To do this it 
develops a very useful taxonomy of public 
enterprise losses. Unfortunately, the 
Monograph bits to elaborate the taxo¬ 
nomy and this may explain why it has not 
played an important roie in the privatisa¬ 
tion debate in our country. In the rest o( 
this .section we will make an attempt to 
understand the rationale behind the taxo¬ 
nomy presented in this Monograph. Our 
discussion wOl be divided into two pans. 
First we etamine the theoretical 
framework that seems to have formed I he 
backbone for this policy and then look ai 
its empirical counterpart. 

The Monogaph starts by presenting i he 
broad profile of the Indian public sector 
as iepruduced in Ihble i. It then finds the 
classification of public enterprises bet¬ 
ween profit-making and loss-making cate¬ 
gories too broad for a meaningful policy 
discussion. Therefore, it goes on to sug¬ 
gest that the losses in the public sector 
may be classified along four dimensions. 
In what follows we first examine each of 
these dimensbns separately and then put 
them together to shed light on the nature 
of the real problem and options outlined 
in the Monograph. 

lb start with, one ha.s to (istinguish bet¬ 
ween the losses that are being made by 


pubUc enterprises in competitive indust¬ 
ries versus losses of those in the non¬ 
competitive (monopolistic) hdustries. The 
distinction is straightforward and requites 
no further elaboration. 

Thtnspaivnty 

At the broadest possible level, public 
enterprise loses can also be divided into 
two categories—explicit losses and impli¬ 
cit losses. 

(a) Explicit losses: They show up as such 
in the financial statements of public enter¬ 
prises and imply that the public enterprise 
is draining the resources at the disposal 
of the national exchequer. 

(b) Implicit bsses: These losses do not 
show up in the financial statements of an 
enterprise They represent the difference 
between the ^tential’ profit* versus the 
‘actual’ profits. In other words, a profita¬ 
ble public enterprise may be incurring im¬ 
plicit losses because it is not delivering 
profits at its potential level. Just because 
an enterprise is making profits, the ques¬ 
tions regarding its true potential are often 
ignored. However, from the point of view 
of the nation^ exchequer, a rupee lost as 
an explicit loss is the same as a rupee lo.sl 
as an implicit loss. 

The total explicit loss incurred by the 
public sector for the year 1988-89 was 
Rs 1906.51 ciore. This should be com¬ 
pared with the possibility of having ad¬ 
ditional resources worth of Rs 4218,42 
crorc, even if a modest improvement of 5 
per cent m the efficiency in the public 
enterprise were to take place. The latter 
figure represents the implicit loss mention¬ 
ed above. Clearly, no public policy can af 
ford to ignore this category of implicit 
losses and focus only on the more easily 
understood explicit losses. 

Legitimacy 

The other dimension which can be used 
foi classifying losses concerns the ‘degree 
of legitimacy’ of losses. The public sector 
losses ill this respect can be classified in- 


Tabu- I- Financiai PERrORMANCE Of CtMTRAL Public Entfrprisks 


Group 

Number of 
Enterprises 

Capital 
Employed 
(Rs Crore) 

Net Profit/ 
Loss during 
1989-90 
(Rs Crore) 

Ratio of 
NetvProfii 
to Capital 
Employed 
(Per Cent) 

Number of 
Employees 
(000s) 

Profit making 

131 

72130 

(8S.5) 

5/40.8 

8.0 

1431.0 

(64.4) 

Loss-making 

98 

12210.9 

(14.5) 

-1959.1 

- 16.1 

790.5 

(35.6) 

Grand Ibul 

229 

84341.0 

(100) 

3781.7 

4.5 

2221.5 

(100.0) 


jVore . The figures in brackets represenr percentages to the total. 

Source: Monograph on the Performance Status of Central PuMic Sector Enterprises, Depan- 
mem of Public Cnierprises, Governmeni of India. December 1991. 


Economic and Political Wedtiy Miqr 29, 1993 



PiouKE I: The PEi\wnsATioM Mateix 
DinMMUkm 2 


Degree of 'namparency 

Explicit 

Implicit 

1 

2 

3 

4 

5 

6 

7 

' 

h-- 

8 


9 10 


15 >6 


Ctimpetiiive ‘ Comprtittve Coenprtiiive | Compel if tve 

J_J. 

Degree of Competition 


to improw tin; performaace Of enterprim 
in difTerent edis different kinds of policy 
prescriptions would be required. 


The strength of the Monograph lies in 
the fact that k has evaluated all 244 cen* 
tral public enterprises on the four dimen¬ 
sions discussed in the previous section. 
Those of us who have done empirical 
research, as opposed to merely doing 
theoretical work, appreciate the challenges 
of finding empirical counterparts to the 
theoretical constructs. The Monograph, 
however, matages to overcome these 
challenges in a pragmatic way. 

Tbbles 2 and 3 reproduce the data 
presented in the Monograph with minor 
nodifications Together, these tables pro* 
vide the number of public enterprises that 
belong to each cell of the privatisation 
matrix in Figure 1. However, two things 
should be noted about the way the Mono¬ 
graph defines the four dimensions for em¬ 
pirical analysis. First, the implicit loss- 
makers are defined as those public enter- 
pri.ses which are making profits but the 
Ratio of Net Profit to Capital Employed 
is below 8 per cent. Clearly, this is neither 
the only way to define implicit loss-makers 
nor the best way to do so. ^kt it is a prac- 

Tabi.i 3: Taxonomy or Prout-Making ' 
PmiK Enti-ri'RISF.s 


Dimension 1 
legitimate josse.s and wl 


to two categories-legitimate losses and 
illegitimate losses. 

(a) Legitimate losses: These can be directly 
attributed to social (non-commercial) ob¬ 
jectives that are being served by a public 
enterprise. For example, some portion oi 
the losses of the Delhi Transport Corpora¬ 
tion (DTC) arise due to a lower price be¬ 
ing charged for the tickets and, therefore, 
they would fall under this category. 

(b) Illegitimate losses: These losses arise 
purely due to inefficiencies of the public 
enterprise. Hence, their existence is not 
justified. More often than not. people 
club these ilegitimaie losses with the 
legitimate ones to justify their poo 
performance. 

Turnaround Potential 

(a) Reversible losses (i e, where turn¬ 
around is possible—TP): These losses arc 
said to exist where it is possible to elimi¬ 
nate them by either improving efficiency 
or by choosing another instrument of 
public policy other than public enterprise 
to deal with the root cause of the losses, 
(b) Ireeversible losses (i e, where turn¬ 
around is impossible—TI); These are cases 


where it i.s difficult to change the present _L 

status and hence, these losses are likely to Above 2U per cent I 

continue as long as the enterprise remains Between 12 per cent 
in the public sector, and 20 per cent 2 

The losses that exist in the real world Between 8 per cent 
arc a combination of these four major 
dimensions. If we put all these dimensions Bciwwn 5 i>er cent 
together, as we have done in Figure I, we cmi 

gel 16 ceils. All public ertcrprises, not _ 

only in India but anywhere in the world. Source. Monograph on the fHfomiance Status 
can be put into one of these 16 cells, where of Central Public Sector Enterprises, 

each cell iepte.scr)t.s a very different cate- Depvtmeni of Public Enterprises, 

gory of public enterprise. It is clear that Government of India, December 1991. 

Tabll 2: Taxonomv of An. Cintral Public Enterpbises 


Ratio of Net Profit to 
Capital Employed 

Net Profu 
1989 90 

(R.S 

Crore) 

No of 
Public 
Enter¬ 
prises 

Above 20 per cent 

1316 

16 

Between 12 per cent 

and 20 per oent 

2021 

16 

Between 8 percent 

and 12 per con 

444 

IS 

Between 5 i>er cent 

and 8 per cent 

1236 

24 

Below 5 per con 

704 

60 


Cells in 

Privatisation 

Matrix 

Market. 
Structure 

Profit/ 

Ia>ss 

Social Obli¬ 
gations and 
Externalities 

Number of 
Public 
Enterprises 


1 Cells 3 and 7 

Monopoly 

Profit 

High 

50 


2 Cells 11 a«d IS 

Monopoly 

Profit 

I.A>W 

5 


3 Cells 4 and 8 

Competitive 

Profit 

High 

IS 

131 

4 Cells 12 and 16 

Competitive 

Profit 

Low 

61 


S Cells 2 and 6 

Monopoly 

Loss 

High 

13 


6 Cells 10 and 14 

Monopoly 

Loss 

Low 

2 


7 Cells 1 and 5 

Competitive 

Loss 

High 

6 

98 

6 Cells 9 and O 

Competitive 

Loss 

Low 

77 



Source. Motioguph on the Ptrformanet Status of Central PuMk Sector Enterprises, Depar- 
meni of Public Enterprises, Oovernmeni of India, December 1991. 
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dcid and featUe definition which one can 
accept till it is improved upon. In addi¬ 
tion, the Monograph uses the term ‘social 
obligations wid externalities' as a proxy 
for ‘legitimate causes for los.se$’. This is 
a better term for depicting the third 
dimeruion of the privatisation matrix 
which distinguishes Im ween the legitimate 
versus illegitimate reasons for losses. 
Finally, it is worth noting that the 
Monograph does not deal aplicitly with 
the fourth dimension of the privatisation 
matrix. It lists all the 77 public enterprises 
that belong tocell numbers 9 and 13, that 
is (hose enterprises that are operating in 
the competitive sector, are making expliat 
losses and whose losses are illegitimate 
(low social obligations). In addition to 
listing them in the Monograph, a brief 
SWOT (strength, weakness, opportunities 
and threats) analysis is done for each of 
the 77 enterprises. Whethff they can be 
turned around oi not is left to the deci¬ 
sion of the Bureau of Industrial and 
Financial Rearucturing (BIFR) and the 
parliiunent For those enterprises in these 
ceils that cannot be turned around, 
privatisation, rlosurr or sale of assct.s may 
be the oitly options but they certainly can¬ 
not be a panacea for all the problems of 
public enterprises. 

This is precisely whai John Kenneth 
Galbraith had in mind when he made the 
following comment in a recent article. 
Therr is no oveniding rule a.s to privatisa 
non by which anyone or any country 
should be guided. There k no substitute 
for careful casr-by-case thought, painful 
as that may be. Far easier is the oratory 
laying down broad, if sadly unplausibie, 
principles. Some have spoken of a broad, 
transforming move to private enterprise. 
! am hopeful and indeed optimutic eiiough 
to believe that it instead will be a thought¬ 
ful adjustment to a particular dmunsiance 
While a full-fledged discussion of each 
of the 16 categories in the privatisation 
matrix is beyond the scope of this paper 
and deserves a separate treatment, some 
comments on the case-by-case approach 
may be illuminating for policy-makm and 
sobering for xieologues on both sides of 
the privatisation debates. (Ikble 4 gives ex¬ 
amples of public enterprises belonging to 
the different ceils of the privatisation 
matrix.) 

If one had to arrange each of the 16 
cells in Figure 1 in an ascending order of 
difTiculty involved in the iwivatisation of 
enterprises, one would find ceil number 
13 at the top of this list. Even the most 
diehard supporters of the public enterprise 
concept would agree that enterprises 
belonging to cell number 13 ought to be 
the first ones to be put on the chopping 
block. The enterprises in this odd are those 
that air making excilirit losses, cannot be 


turned around in the (wblic sector, have 
no social objeaives to justify some of 
their losses and they are in a competitive 
industry. fVrhaps, the Cycle Corporation 
of India and National Ibttile Corporation 
might fall under this category. 

On the other hand, cell number 4 lepre- 
vents a much tougher case Enterprises 
belonging to this cell are monopolistic, 
making explicit pronts but implicit losses, 
some of these losses are for legitimate 
social objectives but the performance of 
these enterprises can be turned around 
while they coitinue to remain in the public 
secotr. Oil and Natural Gas Commission 
(ONGC) may be a good example of this 
category. It has hardly any competition, 
it makes expicit profits but one cannot 
argue that ONGC has exhausted all 
avenues for cost economies. Certainly, 
many of its objectives are non-commercial 
in nature For examples, it runs a large 
number of research centres and borrows 
funds on behalf of the govannient in the 
international market, to name just two of 
them. Finally there is no reason why 
ONGC cannot improve its performance 
while remaining in the public sector. Given 
these facts, it is not clear that an enter¬ 
prise like ONGC ought to be privatised 
in a hurry. 

Another .generalisation that emerges 


out of this matrix relates to the fact that, 
except, perhaps, ftH- cdl U a good per¬ 
formance evaluation emreise will have to 
be a necessary precursor to the design of 
appropriate policy response for enterprises 
in all other cdls. It is only after such an 
exercise, that [eal costs imd benefits of 
vatKxjs ahemitives will become tianspaiau. 

Further, to find out whether privatisa¬ 
tion has yielded the npected beiiefits, one 
must have an evaluation methodology in 
place. Only in cases where the sole objec¬ 
tive of privatisation is increased financial 
profits without concern for any other 
trade offs, we need not worry about any 
other evaluation methodology but the 
conventional accounting profits. However, 
any reasonable observer of privatisation 
ti^s would agree that very few countries 
have gone for privatisation that would 
only promote unbridled profiteering. 

Any privatisation effort without a pro¬ 
per ex-ante evaluation methodology may 
he termed a ‘blind’ privatisation. Because, 
after the pnvatisation the government will 
have no clue regarding the leal impact of 
privatisation. It is little wonder that not 
a single rigorous study of the impact of 
8 major privatisation effort exists. Most 
of Ihc'evidenoe in regard to the impact of 
privatisation is anecdotal. 


Tables: Taxonomy or Cenirai Pubiil Entfrpri.se.s 


( ells in 

Privaiisation 

Matnx 

Market 

Stiucture 

Prof 11 / 
Loss 

Social Obli¬ 
gations and 
Externa¬ 
lities 

Representative Sample 
of Enterprises 

1 ( elh 3 and 7 

Monopoly 

Profit 

High 

Coal India; Indian Oil Cor¬ 
poration; National Airports 
Authority; Videsh Sanchar 
Nigam 

2 Cells 11 and IS 

Monopoly 

Profii 

Low 

Container Corporation of 
India, Indian lUcphonc Ir- 
dustries; Mica Thiding Cor¬ 
poration of India. 

3 Cells 4 and 8 

C ompetitive 

Profit 

High 

Bharat Dynamics; Hindustan 
Latex; Bharat Electronics; 
Shipping Corporation of 

India. 

4 Cells 12 and 16 

Competitive 

Profit 

Low 

Air India; Balmer lawiie and 
Co; CMC. Hinduktaii 
Teleprinters; KMT. 

S Cells 2 and 6 

Monopoly 

loss 

High 

Delhi IVansport Corporation; 
Pood Corporation of India; 
Cochin Shipyard. 

6 Cells 10 and 14 

Monopoly 

Loss 

Low 

Bharat Gold Mines; \teyudusH. 

7 Ceils 1 and S 

Competitive 

Loss 

High 

Artificial Limbi Manufactw- 
ing Carp; Notional Seeds 
Corp; Coitral kilond Witer 
Transport Corporaiion. 

6 CeUs 9 and 13 

Competitive 

Lots 

Low 

Cycle Corporation of India; 


Nationai Ikxtiie Corporauon 
(Oujani); Mining ami * 'I cd 
Ma^incry Corporaiiu 


SnuKT Monograph on the PtrformatKe Status of Central PuMfc Sector Entetom ' Dcimh 
mew of PubtK rnirrpnics, Governmeni of India, December 1991. 


M44 


toonoinic and Political Weekli May 29, 1993 



Figuhe 2: Logic of DisiNVEStiNO Pumic Ent. hfrisi $kK\Hi.s f 

Public Sectoi Invesimeni in 1991 
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Even in terns of sequencing, enterprises 
in edi number 13 ou^t to be disposed of 
first. In all piobabtlity, they are likely to 
be smaller enterprises which will be easier 
to handle technically as well as politically. 

Nigel Adam, former editor of London- 
based monthly Business, lecenlly sum¬ 
marised the general perception when he 
said; 

The jury is still out on the success of the 
UK privatisation experiment... 1'he big 
utilities like Briti.sb Gas and British 
Telecom have generated respectable pro¬ 
fits since becoming privatised hut (his i.s 
largely because they still hold monopolies 
in their markets. Telecom has iinpioved its 
services, but the industry regulator ap¬ 
pointed by the government to keep an cj'C 
on standards, believes that service', and 
prices could be ever, more favourable to 
the consumer. 

It is to eliminate such confusion afiei 
(he fact that one needs to have a perfor¬ 
mance evaluation system in place before 
privatisation. The current policy of 
memorandum of understanding (MOU)’ 
m India is precisely such .a system. U has 
lead to an intensive ca.\e-by-cast discus¬ 
sion on the perfoTmalice deteiminants for 
those enterpnst' coverexi by such a .system. 
It is only through such a rigorous exer¬ 
cise that one will be able to properly 
categorise cnieiprises into the 16 cells of 
the privaiisatbn matrix. It is in this sense 
that a system like MOU is both a neces¬ 
sary pre-condition as well as a coniple- 
mentars policy for a successful and prag¬ 
matic privatisation effort in any coimtiy. 

Finally it i-. only .sound osmnion sense 
to spruce up one’s wa.'-es before hawking 
them off Di'‘ noi we clean up and paint 
t’ur house b*:!‘ore .selling? Do not we wash 
our car be foie showing it to prospective 
buyers? Then, why not .spruce up the per¬ 
formance of public enterprises before 
privatising them. Tliis way, wc will get a 
much better price. The only question is 
how to improie the performance of public 
enterprises before privatising them, lu get 
the answer, lei me again quote at length 
from the most recent writings of John 
Kenneth Galbraith, the distinguished 
economist who piedicied the convergence 
of capitalism and socialism way before it 
became fashionable to do so: 

The disaster of public ownership in much 
of Latin America, as also in the case of 
older industry in Europe and elsewhere, 
is that performance is trrelevaiit or largely 
so... there is indication that if a corpora¬ 
tion is targe enough, it does not matter 
who is the ultimate owner of its shares. 
It can be owned by the government or, 
with little difference, by scattered and 
anonymous investors. What matter is that 
the management of enterprise have full 
right, of decision and be fuly accountable 
for pnformance.. 


it is for ilv'.. reason that the new in¬ 
dustrial Bolic} Resolution of 1991 deciates 
that all public enterprises in India except 
for the ones that arc being referred to 
BIFR will sign a MOU with the govern¬ 
ment. The obiective of the MOU policy 
is to give managers complete autonomy 
for day-to-day operations (rut hold them 
accountable fur results at the end of the 
year for performance. This point is also 
stressed ^ the Monograph whicn implies 
that the MOU policy and polity of ‘re- 
oiganising and restructuring' of publn. 
enterprises are- complementary strategies. 

Ill 

IMsimeHlment Policy 

In the prtv jus two !,ections we have ex¬ 
plored the raiionjlc for the policy towards 
the 77 ciiii.r(ic,»!iy sick public eiiterprises 
and die MOU ,>olicy. In this section we 
will try to opt'.'c the pos'able rationale 
for the ‘disnivcstmcnt’ policy and its in¬ 
terrelationship vviih the other two policies. 

Contrary to popular pciceplion, the 
majority of investment in the public sec¬ 
tor yields a positive rate of return In fact. 
85.5 per cent of the Rs 99,315 crorc in¬ 
vested in theccntial govcinincni owned 
public enterprises yields a positive rate of 
return and only 14.5 per cent of the in¬ 
vestment is loss making. Most of the 77 
enterprise.s identified for reference to 
BIFR account for this 14.5 per cent loss¬ 
making investmentf 
The overall objective of the disinvest¬ 
ment policy' is to rai.se resources from 
within the public sector for meeting the 


following ihiec categories vU costs asso¬ 
ciated with tiiaisfonniiig the Indian public 
sector First, apaii of tlresc resources will 
be used to pay lor the losts associated 
with the closuii of enieipr!*") declared as 
terminally sick by H!1 R Ihesc costs 
would piimaiily iiKt.jclc'exticiises relating 
to voluntary rctiicnicni s, fiemes. 

Second, aiioifiei (M l vl the r-:venues 
would be uv:d tor leMiucluring those 
eiiierpiises which aie I'li the verge of 
becormnp chionicaliy sick but are as yet 
nos beyond rttlempiioii. 1 hoseeriicrprises 
will be given extra infusion i>f capital after 
insures that u manageiiieni accountabili¬ 
ty sysieni based on Mftcis is in place 
Without the MOU system being in place, 
there is risk lhai ihesceiueiprises may not 
make the most elletiive use of the addi¬ 
tional resources given to them. 

Finally, a big pari of the money raised 
from disinvestment will be used for 
retraining of the workers displaced or af¬ 
fected as a result of the closure and inter¬ 
nal restructuring involving downsizing. 

While it IS fair to .say that the major 
goal of disinresting up to 20 per cent of 
PSU shares is resource mobilisation, there 
is bound to be some positive impact on 
accountability of public entcrpiises as 
well. Once the shares of the public enter¬ 
prises are quoted in the stock market, 
these enterprises will be under increased 
scrutiny from a commercial peispective. 
In addition, there is also the possibility of 
using prices of the shares as one of the 
indicators in the MOUs for these enter¬ 
prises. Ultimately, the hope of the top 
policy-makers appears to be that in about 




Rennnmio uul Baiitical Wceklv Mav 29, 1993 




flve to seven years, the entiie portfolio of 
the central gosremment public enterprises 
would consist of healthy, viable enter¬ 
prises which would be symbol of pride 
and achievement and not a symbol of 
ridicula Figure 2 shows how the current 
portfolio containing 8S.S per cent pro¬ 
fitable and 14.5 per cent unprofluble 
enterprises is sought to be transformed 
into a healthy portfolio of financially 
sound public enterprises by using funds 
generated from within the public sector— 
via disinvestmeni or surplus generation on 
current operations. 

CoNCUJDiNO Comments 

Our attempt to discover India’s policy 
towards privatisation leads us to the 
following conclusions: 

(1) In India the emphasis is on improv¬ 
ing the performanoe of pubic enterprises. 
Privatisation in the conventional sense of 
the word is only one of the many options 
and the preference continues to be to treat 
it as a policy of last resort. Which is a big 
progress compared to a few years back 
when the ‘P’ word was unthinkable not 
only in pubik but also in private 

(2) If the performance of the public 
enterprises under the central government 
enterprises can be improved by installing 
a management accountability system 
through MOlJs, then those enterprises will 
continue to exist within the public sector. 

(3) For those sick enterpri.ses which are 
in the competitive sector, with no social 
objective and very little hope of being 
turned around, closure or sale of a.sscts 
will be considered as an option of the last 
itson. 

(4) Fur chose enterprises which are on 
the margin, i e, they are drifting toward 
sickness but are not beyond redemption, 
efforts will be made to nurse them back 
to health by restructuring them. 

(5) There will be a massif requirement 
of resources to accomplish these tasks and 
these resources will be raised from within 
the public sectoi by disinvesting up to 20 
per cent of shares in the healthy public 
enterprises. Disinvestment will not only 
support the pruning and restructuring of 
the public sector but will contribute 
toward increased accountability of existing 
public enterprises. 

Note 

[The author is grateful to Alfred Schipke foi 
helpful comments on an earlier draft. Conclu¬ 
sions are based on inlormaiion available til! 
June 1992 and the author alone is responsible 
foi any errors of omission or commission.! 

* bbr further details on this policy, see: Invedi. 

Prajapaii, A Cniique of Public Emerprise 

Policy, International Management Publish¬ 
ers, New Delhi. 1992 
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Test-Marketing of New Products in Rural Areas 

Rajendni K Aneja 

Rural areas exhibit sharper and varied regional preferences with distinct predilections, habit patterns and 
behavioural characteristics A ^mpany has to assimilate these regional and local \ ariations in the marketing mix 
of a new product 

This paper explores the possibilities of gauging the potential oj rural marktis through«onduitmg test markets 


RURAL markets are now contrtbutuig 30 SO 
per cent of the sales of a number of ion 
sumer produas like soaps, detergents, 
washing powden, safety razor blades, bat 
teries, torches, etc Sales of other products 
like toothpastes, hair oils, talcum powders 
milkfoods and beverages are also incrcasmg 
Rural markets are expected to grow at a 
faster rate than urban markets, m a number 
of product areas like toiletries, cosmetics, 
household convenience products, etc 

Marketers have hitherto tested products 
in the oties only, since the bulk of the sales 
were generated in the urban areas Most 
companies do not conduct test markets in 
the villages Their approach can best be 
described as ‘sink or swim If the product 
sells well in the rural arras, the company 
continues to distribute it If the product does 
not pick up volumes in the rurtd areas it is 
withdrawn and forgotten Very few compa 
nies try to get formal feedback about the 
success or failure or products in the rural 
areas With the rural markets emerging as 
a major segment marketers will have to test 
market their products in the villages also 
The product and the marketing plan have 
lo be rested out in a small number of 
villages, selected for then alliound represen 
latioii of the leactions of rural consum>‘rs 
The objccti e of marketers would be to set 
up small prototypal ‘laboratories’ of clusters 
of villages Th^ pilot studies would pro 
vide some coniprehension of the rationale 
for a rural buyer behaving 11 certain ways 
I he results of the test markets would also 
providr a quantitative basn for extrapolating 
ihr broadscale market before launching a 
brand in all the rural areas 

AOVANtAC.tS Of Rut At TlST MARkbTS 

Test marketing ol pioducis in the villages 
has a number of advantages It helps the 
company to fine tune the product, the 
marketing inputs and the communications 
programme, so as to ensure high tiial 
rales and quick acceptance among rural 
consumers 

Corrobonie Marketing Package list 
marketing helps the company to gauge the 
reactions of the rural consumers, lo the en 
tire marketing package, i c; product features 
and packaging, quality and formulation of 
the product, pricing of different packs, 
advertising message, credibility of the 
product promise or claim, reach of dif 
feieni advertising media in the villages, etc 
Based on the feedback from rural consumers 
about the product mix, a company is in a 
position to refiuhion certain features of the 


marketing mu before launching the product 
in all the rural markets 

Esiimaie Levels of Sales lest marketing 
of products in the rural areas helps a com 
pany to deteiminc the level of sales volumes 
It can achieve in the villages given certain 
marketing inputs and investments. Uifferent 
clusters of villages can be selected to test 
varying levels of promotional inputs 1 he 
company can then ascertain the optimum 
marketing m.s and promotion package, 
befote launching a new product nationally 
Moieover, the company can actually check 
bow manv i onsumers ‘really buy' ihr pro 
duct, as against ‘intending to buy it’ 

VndeniandRegional Varutions All ion 
sumers, irrcspertise of the fact whether they 
live in the urban or the rural area.s. essen 
tiallv want a quality product at a reasonable 
price However the concept ot ‘quality' and 
‘reasonable pnee’ vanes from person to 
person, and from region to region Test 
marketing of products in the villages also 
helps to comprehend possible regional vana 
tions in consumer reactions This lan help 
a company to hatraonise its marketing in 
puts to different icgions, dipending on 
specific local iharacteristics 

It needs to be underscored that there 
arc noteworthy dissimilarities in the use 
and preteienies ol consuma pioducts even 
in the uiban areas In the rural areas, 
regional prefeienies arc sharper and varied 
T here are very distinct predilections, habit 
patterns and behav,oural chaiacteristics in 
the rural areas, cvm within a political state 
In fact, then are cogent deflections between 
caih distiict and even between various 
(lusters of villages fhcsc regional dissi 
milarities have a vit, I impact on the types 
ol coiisumei 1 1 idijvts used n the villages 
A corny anv lus to avvmiilatc ihese regional 
and local varistion, in ihr maiketing mix of 
the new prodmi I or insuncc, company ‘\’ 
is launching a nrv biand ol cooking oil in 
the villages As a part of the piomotiorial 
plan, I' proposes to distribute free snacks at 
the village tea shops I f the piomotion is to 
be run in a v illagi m Uttar Pradesh the com 
pany will have to fry and distribute 
‘samosas’, siiii e they are popular in the state 
Hosvever if thi ivomotion is to be conducted 
in Madhya Pradesh the company will have 
to fry and distribute ‘kachons’ If the com 
pany tries to distribute the same snack in 
both the states, the promotion will not be 
successful Regional preferences in rastt; 
smell, colour, etc, have to be infused into the 
marketing plan 

Resilience of Dainhutton Apparaiur The 
wholesale trade plays a crucial role m 


carrying products fiom ihertties and smaller 
towns to iht feedri markets Rural whole¬ 
salers visa these fecdei markets every 
fortnight to make then purchases It u 
imperative (ci a new product to get quick 
acceptance and mobility in the wholesale 
channels, if it is iti bs widely distributed in 
the ruial maikcls !*irles (.iiiK.o biscuits are 
slocked and distributed widrSy by rural 
wholesalers I his ensurrs tlie widespread 
ecs^iaphical distnbiition of Parle’s biscuits 
in the villages A test ma'ket also helps the 
company to deierminc the reactions of the 
wholnaiers to the new product If the 
wholesale chaiiiu I uirptsthc product, the 
enmpsy will have to inlioduce promoliona 
to motivate the wholesalers to buy more 
stocks Itowevci if the yroduct does not 
seem to b( a whoksalc brand. Hire nm{MUiy 
will have to consider evolving >ls distribu¬ 
tion apparatus lo deliver die pioduc (directly 
to ihc 'oral /ctuler ni coiisiimri 

Isaiuate Paikagmg PtoMems. Test- 
maiketing a product in the villages provide* 
wtorthv feedback about che robustness of the 
product to withstand transhipment and 
iransporlation by different modes, i e, by 
raiiw ly wagoiic loirii • vans tii The 
distnbutio I c Itain from ih fa'toi y to a lurat 
con umer comfirisrs <>) 4 S hnks Stocks 
move thiough t cnain con iscmg of a com¬ 
pany depot, in agent of the < smpany, an 
uiban wholcsalei, a rural wholesaler and 
finally a lural ataiUr I he container and 
ouiei packaging ot the pioduci should with¬ 
stand Iran It handling and transhipment 
Cioods are gctii rally loaded and unloaded 
1-4 times tiom the f«toiy onwards till they 
reach the rural cemmmer It a company is 
selling pioducts like a ictia pack dunk, a 
test maiket will help tc determine whethei 
(he pack can stand repeated handling 

MANACitKIAl ISSlirS 

I he conceptual and operational issues in¬ 
volved in a lural test market are different 
than the ones encountered in urban market* 
4 senes of subjects like the number and 
location of villages in which the test market 
IS to be conducted liming and duration of 
the test market obtaining accurate feedback, 
tic, have to be thought through ngorously 

Planning the test Market A rural test- 
market poses major problems in terms ol 
logistics synchronisation of all activities and 
marketing inputs The details of the test- 
market should be Itemised m an exhaustive 
written brief The brief should also incor 
porete the performance paramAer* for 
evaluating the success ol the new product in 
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test-market villi«K The advantage of 
Ipnparing a copious written brief cm the lest- 
|jnarke( is that all the sequences ate thought 
[through and planned for in advance. 

[ Conducting the ‘Rst-Markct: Ihe company 
has to decide whether it will conduct the test- 
market on its own, or ii will commission a 
thiid-pariy like a markci research agency, to 
conduct the test-market. Most research agen- 
qa in India do not undertake the entire test- 
market assignment, even in urban areas. 
Companies therefore, usually conduct test- 
markets on their own. 

Research agencies can provide profes¬ 
sional help in the evaluation and interpreta¬ 
tion of the test-market. There is a clear 
business opportunity for market research 
agencies, to spcciali.se in conducting rural 
test-markets. 

Selection oj t'tUages: The most critical 
dedskm in conducting the test-market in the 
rutal aieas is the selection of villages. This 
is an arduous task, due to the wide varia¬ 
tions that exist between diffeieni regions and 
among the villages. Each village can be 
Stratified on the basis ol a variety of 
parameters like income, quantum ol land- 
hblding, crops grown (cash or coarse), 
education-level, caste, etc The marketer has 
to find a cluster of viltagrrs, which are 
representative of the 5,78,000 villages in the 
country The selection of the villages will 
depend on two vital variabic.s: 

(a) The type of product, i e. is it a popular 
product or a pie.Tiiuiii product, aimed at the 
upper income segment of rural consumers. 

(b) The distribiilit'r; pattern of the pro¬ 
duct, i e, is the product to be marketed in 
certain geographical region or nat'onrJiy. 
The villages selected for the test-market, 
must be in the geographical region in which 
the product is to be eventually launched. If 
a product is to be laum-hoJ in north India 
only, then the test-market should be in 
villages in the northern states like UP, 
Punjab or Rajasthan. 

No single village or cluster of v dlagcs can 
be universally representative of all the 
villages in the country irrespective of the 
criteria used to select the villages. However, 
ii U possible to segregate vill ages which are 
brpadiy representative of the region and the 
country. A typaai village would have ic nieei 
some broad entena: 

(a) The village should have a relatively 
good cross-section of various castes, like the 
‘brahmins’, ‘kshatriyas’. ’vaishyas’ and 
‘shudras’. (This criieiia may seem mrogradc, 
but castes do exist and govern life in the 
villages and the marketer cannot ignore this 
phenomenon.) 

(b) About to per cent of the population 
should be affluent faimers, about 30 per 
c«it small landholders, about 50 per cent 
agricultural and unskilled labour and the 
batamv 10 per cent ^tty shopkeepers, 
letailers and village artisans. 

(c) There 'hould be at least 5-10 retail 
■hops in 'the Village, of which half would be 
fiocm. 
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(d) The Mild of literacy in Ibe villai^ 
shouki range between 5040 per cent among 
men and 30-39 per cent among women. 

(e) About 5 per cent of the households 
possess TV sets, and about 60-70 per cent 
own radios or transistors. 

The type and characteristics of the pro¬ 
duct to be tested, will have a dHeitnining in- 
Hueiice in the selection of the villages. For 
instance, if a new brand of coconut cooking 
oil IS to be test-marketed, it should be con¬ 
ducted in Kerala, where coconut oil is used 
as a cooking medium. If a new brand of 
pressure cooker is to be test-marketed, theie 
would be no point in selecting markets with 
a population of less than 25,000. Similarly, 
if a new electric iron is to be test-marketed, 
at least 70-80 per cent of the household.s in 
the village must have electricity. 

Duration qf the Itst-Markei; The test- 
market for a product could last from two 
months to about 18 months. The duration 
of (he lest-market would depend on the 
average repurchase cycle, the competitive 
reactions and the costs of administering the 
test-market. Products which have a short 
repurcha.se cycle can have test-markets of a 
shorter duration. For instance, a match box 
is normally puit;ha.vcd after every 8-10 days. 
A test-market for a match box could there¬ 
fore last for about 2-3 months. Razor,blades 
are normally bought after a gap of about 
10-15 days. A test-market for razor blades 
could run for about 3-4 months. Batteries 
for torches and transistors, are normally 
replaced after b-8 weeks. A «Kt-market for 
batteries would have to be run for about 8-10 
months. 

i.'ompctition reaction also determines the 
length of the test-market in the rural areas. 
If a test-market is run for six to nine months, 
the competitors are bound to get wind of ii. 
They can sun monitoring the results of the 
lest-market, and deselop their own counter¬ 
strategy products, to be launched in the rural 
areas The dangei of competitors monitoring 
the results of a test-market in the rural areas, 
however, is rather limited. Most companies 
do nor even undertake basic test-markets of 
their pitxiucts in the rural areas. They would 
not, thus just be in a position to initiate 
quick counter measures. 

'ibst-maikets are extremely expensive 
depending on the type and quantum of 
marketing and promotional inputs. A test- 
markei. for a new brand of ca((le-feed would 
necessitate extensive trials on individual buf¬ 
faloes, farmers’ education meetings, intensive 
investments in manpower to monitor the 
trials, conduct the meetings and collate the 
results. It would also require expenditure on 
wall-paintings, and perhaps even press or 
television advertising. A company cannot 
sustain such expenditure indennitely. Its 
ability to invest in a test-market is also 
tempered by the expected level of sales 
votum' and profit margins, after the full- 
scale taiiricn 

1 hca' It an opportcniiy cost in delaying 
the la.ii. 'h of a product till the teat-market 
is compiete In addition, the company has 


to incur the additional eiRndiliira of super¬ 
vising the operation and monitoring the 
resuiu of the test-market. 

Timing of the Ikst-Morhit: The liming of 
the test-market in the rural markets has a 
significant influence on the results. It is, 
therefore, important to select the timing of 
the test-market very judiciously. A test- 
market for premium and expensive product 
should always be conducted in the post-rabi 
or kharif harvest period, when the farmer 
has money to spend. Therefore, the ideal 
months for a test-market of a premium pro¬ 
duct are March-April or Oclolw-Novembcr. 
A daily necessity type of product, e g, an 
analgesic can be test-marketed at any time 
of the year. Ttesi-markcts must be avoided 
during'the moosoon months of June to 
August. During this period, it is difncult to 
monitor the results of the test-market due 
to inclementai weather conditions. Due to 
the rains, some of the villages get insulated 
from the main highways. Supplies of slocks 
cannot be sustained on a continuous basis. 
A test-market with iniermittenl supplies of 
the product will not yield representative 
results which can be exploited. 

Competitor Keaction: It is vital to monitor 
competitor activities minutely during a test- 
market due to three reasons: 

(a) Competitors can vitiate the test-market 
of a new brand by retailing with a series of 
trade or consumer promotions on their own 
products. These promotions may prevent the 
consumer from buying the new product, 
llius, they can have an ad'versc effect on the 
trial rate of the new brand. 

(b) Competitors can ‘jam* the test-market 
by initiating a negative word-of-mouth cam¬ 
paign against the new product, which could 
depress the stocking of the product by tl»e 
retailer or the purchase by the consumer. 

(c) Finally, an agile competitor could in¬ 
troduce one or two of new brands in these 
villages at the time of the test-market. A 
plethora of new brands in the market at the 
same time could lead to a total restructuring 
of the market. A well researched pilot study 
under these Vtificial’ conditions would 
yield no useful lessons. 

Media Options: In conducting a test- 
market the company must take tiognisance 
of the fact that the media o(itior<.s’ available 
to advertise the product in the lu'at are'a;; 
are vcfy meagre. An ORCi-MRS study 
nevnus that readership/vicwership of various 
communication media is as follows: 


Medium 

Per Cent of 
Rural Adult 
tvpulaiion 

Numbeis 
1981 Census 
(Million) 

Press 

9 

32 

Radio 

32 

113 

TV 

31 

108 

Cineinii 

36 

n-i 


rfota! Adiiits: 352 million) 


It is, therefore, almost impoasihtt to use the 
cradiDnitai media like the prm, radio, TV 


Econondc and PoUtteni Wrakiy May 29, RMK 



or cinema ii me wst-irMrsei » coniinea to 
a limited cluster of villages. Selective use of 
the press, radio and cinema is possible, but, 
only if the test-market is in a wider geogra¬ 
phic region, like an entire political state. 

Brifpifg of Thade. The recommendations 
of the rural retailer have a significant bear¬ 
ing on the initial trial rate and usage of a 
brand. It is therefore important to brief the 
retailer minutely about the product being 
test-marketed. The recommendations of the 
rural retailer make a significant difference 
since the traditional media like press, radio, 
TV, etc. have a meagre role in generating 
awareness in a limited cluster of villages. 

Flow oj OoodF. As test-market should be 
conducted under stable conditions to the ex¬ 
tent possible. In the rural areas, it is impor¬ 
tant to ensure that stocks do not move in - 
ordinaiely between the villages, or between 
the towns and the villages and vice versa. 
Suppose, a test-market is being organised in 
a cluster of viOages like Bareja (population 
5,000), Randneja (population 2,500) and 
Pethapiii (population 5,000) around 
Ahmedahad. It i.s necessary to ensure that 
$tCN:ks do not move freely from the villages 
to Ahmedahad during the lest-market. In 
case stocks travel to other villages through 
the wholesale channels or lo Ahmedahad. 
the results will be distorted. 1he actual sales 
in (he concerned villages will be lowei than 
ihose reported, because a pan of the slocks 
have been exported If the pioduct is being 
test-marketed in Sholapur the stocks could 
travel lo the villages also. When a product 
is being lesi-markeied in the rural areas, it 
should not be tested in (he larger towns in 
the proximity of these villages to prevent the 
flow of additional stocks through ihe whole¬ 
sale channels into rhe test-villages. Such in¬ 
terflow of goods distorts the lest-market 
results. The consumption of the product will 
appear to be higher or Iowa than (he ac¬ 
tual consumption in the concerned villages. 
Therefore, if a new product is being test- 
marketed in some village.s in Gujarat, the 
pilot-study should be undertaken in villages 
like Ravapui (population; 3,200), Katariya 
Juna (population; 2,200), Maliya (popula¬ 
tion; 9,100), Shihori (population: 8,200), 
Santhalpur (population: 3,200) and Paid! 
(population: 2,350), which are about 300 
to 400 kiiometies away from a large town like 
Ahmedahad. Ihis will help to minimise flow 
of stocks from Ahmedahad to these villages 
and vice versa. 

Feed-back from Rural Test-Markets: The 
test-market has to be monitoned continuous¬ 
ly by collecting data and processing it to 
determine whether the marketing-mix is 
meeting predetermined performance stan¬ 
dards. The type of data to be collected by 
the company is determined by the objectives 
of the test-market, as incorporated in the 
written brief. Rrr instance, the company may 
want feedback about the features of the pro¬ 
duct, Ihe packaging or the pricing. It may 
also want to get feedback about the com¬ 
munication message and package. The com¬ 


pany would also want to check whether the i 
new product was available regularly and the 
width of distribution among rural reuilers 
was satisfactory. Feedback on ail these 
aspects can be obtaintd l>y the company 
from its own records, rural retailers and 
consumers. 

Product Sales Data: The guantum of 
stocks despatched to the test-market villages, 
on a daily, weekly or monthly basis, can be 
asceruined by the company from its own 
despatch points, e g, distributor or agent. 
However, data regarding stocks sent should 
be seen as ‘despatches' and not as ‘sales’. 
Daily and weekly levels of despatches do not 
neccs.sarily reffecl sales, due to variables like 
order executicn lead lime, transit time delays, 
change m stocking levels by trade, etc. The 
despatches from the company’s stock-point, 
thus, merely give information about the sales 
of the company. They are not an indicator 
of consumer niftake. 

Retailer Audits: To gel piecisc intorma- 
lion about consumer offtake; Ihe company 
has to conduct a retailer audit. It will have 
to monitor tne sales made to each such 
retailer, and also collect information about 
the sales to consumers on a weekly basis. By 
checking the quantity of .stocks with the 
retailer, at each weekly visit, the company 
can e.stablish die weekly offtake of the new 
product among the consumers. Data regard¬ 
ing the numha of new buyers and repeat 
buyers can also be collected from (he retai¬ 
lers, provided they are briefed in advance. 
Retailers also provide valuable qualitative 
feedback about Ihe reactions of the con¬ 
sumers to the product. A number of modi- 
ncatioiis to the product are frequently sug¬ 
gested by rctaileis. It is beneficial to heed 
their views. 

Rural Consumer Panels: lb garner precise 
data about consumer characteristics, the trial 
and usage rate of the brand being test- 
marketed. a company can set up consumer 
panels in the test-market villages. This panel 
will have to lie set up at the commencement 
of the test-marker. It should be represen¬ 
tative of variou.s types of rural consumers. 
It must, therefore, comprise of big and small 
farmers, professionals like school teachers 
or doctors, different age groups, men and 
women-shoppers, etc The purr bases of Ihis 
panel of rural consumers will have to be 
monitored every month to ascertain the 
brands they purchase, and any shifts that 
uke place in their buying patterns. 

In a test-market, it is important to ascer- 
uin the rate of repeat buying of the new 
product. A consumer may buy a new pro¬ 
duct for Ihe first time due to its novelty or 
a promotional offer. However, a repeat pur¬ 
chase of the new brand delineates some 
degree of satisfaction with the product. The 
consumer panel helps to ascaiaiii the rates 
of repeat buying of the new brand by the 
rural consumers. The data from the con¬ 
sumer panel can also be used to forecast 
future sales and market shares for the en¬ 
tire region based on the brand switching- 


patterns amoi.g the villagers. The advantage 
of setting up aoonsumer panel is that it can.; 
also be used lo garner other indicative in-. 
formation about the shopping habits and 
behavioural patterns of rural consumers. 

Interviews with Hitmen: Women are play¬ 
ing an increasingly important role in buy¬ 
ing decisions in ine rural ureas. However, 
they prefer to remain in the backgixiund. 
They have assumed a 'behind-ihe-scene' role 
It IS immensely useful to interview a craai 
section oi (he women in the village regar 
ding their rcaaions to the product being test-! 
markcicd. These interviews should be quaH- 
(alive and probing in nature. Rural women 
arc reluctani lo be included in consumer 
panels, where they arc interviewed along with 
other men from the village or by male in¬ 
terviewers from the uiban areas. Their in¬ 
terviews should be conducted by female 
market research invcstigaiors. 

Consumer Surveys: Tlie company can also 
ascertain reactions to a new product by 
preparing a questionnaire and interviewing ‘ 
villagers who have purcha-sed the brand. In 
a consumer survey, it i.s extremely important 
to design the questionnaire vay meticulous¬ 
ly, so as lo incorporate all the parameters 
on which the company would like to obtmn 
information. Most rural retailers know their ' 
customers by name. They also know ihelf 
addresses, it is, therefore, possible to obtain 
names and addresses of rural consumers to 
be interviewed from the retailers. The com¬ 
pany can broaden the scope of the survey, 
to retain information about the piefercncm 
of the consunner to a whole range of pro-! 
ducts, if so deared. A company may be toil- 
marketing a new brand of hair oil. If it has 
plans to enter the field of cosmetics, it can " 
also include question.s in the survey to ob¬ 
tain information about oihei cosmetic pro¬ 
ducts (icing used by ihc villagers, e g, talcum 
powder, face-powder, creaims, etc 

Dialogue with Opinion Leaders To obtain 
qualitative reactions of the rural consumers 
to a new product, it i.s aseful to meet the opi¬ 
nion leaders in the village, like the 'sarpanch* 
the school tcacitei. the doctor or the village 
development officer. .Adminevily, their reac¬ 
tions would not necessarily l>e entirely' 
representative of the rest of the villagers. 
Nevertheless, the qualitative feedback 
from the.se opimoti leaders provides some', 
pointers to fine-tuning products for rural 
markets. 

With the increased prosperity among 
villagers, the consumption of durable and 
non-durable consumer ptoducts in the rnril 
areas will increase sreaddy in the future; 
Marketers will have to develop products and 
marketing pn»gramrnes to achieve rapid trial.' 
and product-acceptance among the runlf 
con.sumrts. Even though tesi-marketiad 
cl new products tn the rural areas is 
expensive proposition, in the uitioiaiNf' 
analysts, test-markets in ihe viltagiili, 
contiiiiutc sigriiftcamly to fine tuamg 
products and the marketing mix for the ruNd 
con.suincr 
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REVIEWS 


Guilt of Partition 

Asghar All Engineer 

Mohammad Ali Jinnah and the Creation of Pakistan by Sailesh Kumar 
Bandopadhaya; Sterling Publishers, 1991; pp 374, Rs 350. 


THE partition of India was a great 
tragedy for nationalists and patriots. 
Many think that it was an avoidable 
tragedy. Many attempts have been made, 
and will continue to be made, to analyse 
and understand the causes of the partition 
of India. On the causes too, there are vary¬ 
ing views. Some feel .linnah alone was 
responsible for it. Some others say it was 
'the divide and rule policy of the British 
I which caused this tragedy. Some, who do 
not agree with these views, theorise that 
Nehru, Sardar Patel and othdT nationalist 
leaders were no less responsible for it. 
Perhaps the truth may that all these 
factors contributed to the tragedy in dif¬ 
ferent degrees, in any case to hold Jinnah 
alone responsible for it would be a gross 
oversimplification. It may be a soothing 
balm for some to hold Jinnah alone res¬ 
ponsible but it would not be honest 
history. 

Among many attempts to understand 
and analyse the causes of the creation of 
Pakistan, here is one more by Sailesh 
Kumar Bandopadhaya. It isceitainly not 
an original piece of research but one must 
say that Bandopadhaya has tried to exa¬ 
mine all the circumstances in which this 
tragedy occurred. There arc, as pointed 
out above, many factors responsible for 
the creation of Pakistan. Bandopadhaya 
tries to examine most of them and quite 
objectively. He has relied both on original 
as well as secondary sources but more on 
the latter. Ftthaps this was on account of 
the nature of the work he has undertaken. 

In view of what is happening today in 
Punjab and Kashmir it also becomes 
necessary to examine whether India would 
have held together today even if it had not 
been divided in 1947. This question, 
though now hypothetical, could be ex¬ 
amined in all seriousness. Even if Jinnah 
had been won over by the leaders of 
Indian National Congress and partition 
averted, it is anybody’s guess if serious 
problems would not have arisen today in 
holding India together. As wv know, the 
Sikh leaders then firmly turned down 
Jinnah’s offer to opt for Pakistan, enabl¬ 
ing Pakistan to extend its boundary right 
up to Delhi. But there is deep unrest in 
Punjab todiqr and a section of Sikhs are 
clamouring for Khalistan. Kashmiris are 
also crying for azadi. These developnients 


cannot be dismissed lightly. However, 
Bandopadhaya docs not raise any of these 
questions with the benefit of hindsight. 

Here again the question arises: can 
religion be a viable basis for nationalism? 
Some argue that in a certain context 
religion can become a divisive factor, but 
none can seriously argue that it can 
become a viable basis for nationalism. 
The religious savants of Jami 'at- 
ul- ' Ulama too argued, with due support 
from scriptures, that religion is not a 
viable basis for nationhood. These savants 
even found in the practice of the Prophet 
a justification for composite nationalism 
and hence they oppos^ the creation of 
Pakistan. Maulana Abul Kalam Arad 
even described the notion of Pakistan as 
un-Islamic Azad also felt that creation of 
Pakistan would do great harm to the 
interests of the Muslims of the sub¬ 
continent. 

Azad felt that creation of Pakistan 
would divide the power of Muslims, which 
proved true In a united India Muslims 
would have been much more politically in¬ 
fluential than they are today; they would 
have constimted the largest Muslim 
population in the world; it would have 
avoided the massacre of one million peo¬ 
ple at the time of the partition. Another 
million were killed—all Muslims this 
time—when Bangladesh violently sepa¬ 
rated from Pikistan. Creation of Pakistan, 
with ail this unprecedented sacrifice of 
human lives, did not, in any measure, suc¬ 
ceed in providing a solution to the com¬ 
munal problem Communal riots continue 
to take place in India. Pakistan too is 
rocked by ethnic riots between Sindhis and 
muhajirs and muhajirs and Pathans. The 
problem, if anything, has become more 
complicated. Bandopadhaya does not deal 
with these questions, important though 
they are. 

The first chapter of the book has been 
titled ‘Apologia’ perhaps because the 
author tries to show therein that Jinnah 
in his early years was a staunch nationa¬ 
list. He defended Tilak gallantly when 
Tilak was charged with sedition Jinnah 
also had grat regard for Gokhale so 
much so he was described as a Muslim 
Gokhale by friends. In 1925 when the 
young Raja of Mahmudabad told Jinnah 
that he consideted himself a Muslim first. 


instantaneous was the retort of Jinnah: 
no, he should consider himself an Indian 
first then a Muslim. The author also 
draws readers’ attention to the reported 
conversation of Jinnah with Horniman, 
the then editor of Bombay Chronicle, to 
suggest that “the sect amongst Muslims 
to which he belonged believed in the ten 
avataras and had much in common with 
Hindus in their inheritance laws and social 
customs”. 

Not only this; linnah, ironical though 
it might appear now, was opposed to the 
formation ol the Muslim League in 1906. 
The author points out, ‘‘Jinnah kept 
himself aloof from the Muslim League as 
a matter of conviction. Subsequently, 
referring to the opposition of Jinnah to 
the activities of the Muslim Ijcaguc during 
its formative years, Aga Khan, the prin¬ 
cipal architect oi the orgarusation had to 
observe: ‘‘Our doughtiest opponent in 
1906 was Jinnah who came out in bitter 
hostility toward all that I and my friends 
had done and were trying to do... He said 
that our prinaple of separate electorates 
was dividing the nation against itself' 

How is it then that the staunch oppo¬ 
nent of Muslim League and separate elec¬ 
torates became not only a champion of 
the Muslim League and its supreme leader 
but also the bitiercst critic of united Indian 
nationalism and the creator of Pakistan 
on the basis of the two-nation theory. The 
rest of the book is a search for an answer 
to this question. Bandopadhaya docs not 
come out with any hitherto unknown 
answers, or foi that matter any hitherto 
unknown historical facts, but certainly 
makes an honest attempt to search for an 
answer—by no means an easy task. It 
must be said to his credit that the author 
discusses the entire gamut of the problem 
with a sense of balance and poi.se. 

The first watershed, according to this 
reviewer, in bringing about the transfor¬ 
mation in Jinnah's attitude was the discus¬ 
sion on the Nehru Committee Report in 
1928. Jinnah was looking for an honest 
solution to the communal problem through 
the recommendations of the Nehru Com¬ 
mittee He had even persuaded Muslim 
leaders in their Delhi conference held on 
March 20,1927 to accept joint electorates 
subject to certain conditions which the 
Congress also had accepted The League 
had decided to participate in the All- 
Parties Conference at the invitation of the 
Congress on the basis of Delhi Musltnt 
proposals. However, the All-Parties Con¬ 
ference held in Delhi in February 1928 
began to deviate from the Muslim pro¬ 
posals right from the beginning. The 
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; author has examined this in detail. Jinnah 
had proposed that the Muslim represen¬ 
tation in central legi.slature be one-third, 
that in the absence of adult suffrage as 
proposed in the Nehru Report, Punjab 
and Bengal should have scats on popula¬ 
tion basis and no more and that residuary 
powers should test m ihe provinces and 
not in the centre. 

Though some Muslim leaders like 
Azad, Aasan, Ah Imam and Xichlew were 
in favour of trie Nehru Report, many 
others were not and Jinnali's proposals 
were rejected by the All-Parties Conven¬ 
tion due mainly to the tough stand taken 
by the top Hin du Mahasabha leaders and 
Sikh leaders. Jinnah was greativ disillu¬ 
sioned and it was the turning point in his 
political career. Streaking on tlie Nehru 
Report, Jinnah. as quoted by the author, 
had said, “...what we want is (hat Hindus 
and Muslims shouid march together until 
our objective is attained. 1 herefore, it is 
essential that you must get not only the 
Muslim League but the Musaimans of 
India and here I am not speaking as a 
Musalnian but as an Indian. And it is my 
desire to sec t hat we get seven crorcs of 
Muisatmans to march along with us in the 
struggle fot freedom..” 

Citing examples from the constitutions 
of several countries, Jinnah observed, ac¬ 
cording to theauthoi, that minorities are 
always scared of majorities. He was of the 
opinion that religious majorities were 
generally tyrannical. Therefore, he felt 
that minoritie.s had the nghi to seek 
safeguards. This was the crux of the mat¬ 
ter. It was not a question of religion but 
a question of interests, the majority nor- 
maJly dominating and deicing even the 
legitimate interests of the minorities. 
Jinnah, in keeping with the apprehensions 
of the Muslim mino.; ity, was demanding 
certain crucial safeguard.s. The Hindu 
Maha<tabha not only rejected these safe- 
guaitlv, a section of the Congress delegates 
misbehaved with Jinnah. 

In fact a crucial chance was missed. 
Commenting on the faiiurcof the Nehiu 
Report, a League leader later observed: 
“The Hindu leadership lost the chance of 
securing their pet theme of a joint elec¬ 
torate, to which even Ihe Muslim I^eague 
under Jinnah's guidance had committed 
itself on March 20. 192^ and subsequently 
by the deci.sion of the Calcutta All-India 
Muslim League session. Let the Hindu 
youth of India ponder over these bungl- 
ings of their leadership at that time before 
they blame the Mu.sliins for the partition 
of the country;’ 

The author has, it must be said, very 
objectively and impartially dealt with the 
developments afte: the report of the 
Nehiu Committee was published. The 
authot also deals with the question of the 


round-ttbie conference and Jinnah's toie 
in it with the same objectivity. Hie con¬ 
ference drew a blank and no agreement 
could be reached on the crucial communal 
question. It must be noted that again an 
attempt was made by the Indian leaders 
to reach a settlement on the communal 
question at Allahabad in November 1932. 
I^ndit Malaviya and otheis after a few 
days’ deliberatioas devised a formula ac¬ 
cording to which Muslims wmid be allot¬ 
ted 32 per cent of the seals in the central 
legislature, Muslims would accept a joint 
electorate and Sind would be separated 
from Bombay province if no additional 
revenue assistance was demanded. The 
Muslims of Bengal and Punjab were also 
allotted SI percent of the seats. But before 
a formal agreement could be reached, the 
secretary of state for India, Samuel Hoare, 
announced the Communal Award con¬ 
ceding 33'/] per cent seats to the Muslims. 
This award frustrated the unity efforts. 
Thus the British divide and rule policy 
played no insignificant rote in bringing 
about the division of the country. 

The author also deals with the compli¬ 
cated developments after the 1937 elec¬ 
tions and the question of including the 
League in the UP ministry. He has nothing 
new to say as the ground has been covered 
by several scholars already. Similarly, the 
author has nothing much to add on the 
Cabinet Mission Plan. Nehru’s press state¬ 
ment alwut its non-finality and Jinnah's 
rejection ot the Plan on that basis, in fact. 


so much has alresdy been written on aO 
this that it is tety difficult to say anything 
fresh on these issues. However, it is worth 
repeating all this for an objective analysis 
of the events leading to the creation of 
Rikistan. The author acquits himself 
creditably on this count. TIk book will be 
found worth reading by those who are not 
well acquainted with the developments of 
the period between 1937 and 1947 which 
is a crucial decade. It was a most difncult 
decade and before fixing responsibility for 
the creation of Pakistan on any single in¬ 
dividual, party or group it is very 
necessary to grasp ail the events which 
took place during this decade. 

According to this reviewer, towards the 
end of 1946, when the provisional govern¬ 
ment wa.s formed, the most crucial ques¬ 
tion was the division of powers—residual 
and others—between the states and the 
centre. Nehru and Patel, it seems, were not 
very enthusiastic about a weak centre 
which is what the Cabinet Mission Plan 
was about. Both wanted a strong centre 
for different rea$on.s. The choice thus was 
between a weak centre and united India 
and a strong centre and divided India. 
Though the choice was very difficult and 
painful, it was very crucial. Who chose 
what is history now. But it should be con¬ 
sidered as one—and only one—factor in 
the complicated drama. One can appor¬ 
tion blame only by emphasising some and 
de-emphasising some other factors. But 
that will detiaci from objectivity. 
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Employment: Asian Experience 

Tirthankar Roy 

Employment Challenges for the 90s by ILO-ARTEP, New Delhi; pp 147. 


CREATION of employment has been a 
major goal of economic policy in the 
countries of Asia, one of the world’s most 
populated regions. But like economic 
growth, experience with job-creation has 
been uneven, and so has been the com¬ 
position and quality of the labour force 
The volume under review contains four 
essays describing and explaining these dif¬ 
ferences, identifying new areas of concern, 
and suggesting agenda for policy. The 
papers, written by members of the ARTEP 
(Asian Regional Tbam for Employment 
Promotion), were first presented at a 
seminar in Delhi. The four papers address, 
in that order, how the spe^ and quality 
of economic growth matter in job- 
creation, why women’s participation in the 
workforce changes, what are the poten¬ 
tials and nature of jobs in the urban in¬ 
formal sector, and how urban planning 
matters in employment growth. By and 
large, the papers do not present original 
research, but summarise existing research. 
But they are easily readable, cont»n essen¬ 
tial comparative statistics without being 
overburdened with data, and can be a 
useful introductory text for anyone in¬ 
terested jn employment and labour market 
issues in Asia. 

The Introduction by Gus Edgren and 
the paper by Edgren and M Muqtada ex¬ 
plore the contKCtion between growth and 
employment through contrasts between 
the east Asian NICs, the ASEAN, and the 
south Asian economies, in the last two 
decades, the share of agriculture in GDP 
has declined, but the employment-shares 
have changed more slowly. The paper con¬ 
trasts two types: one in which services and 
manufacturing both expand in employ¬ 
ment-shares (the NICs), and the other in 
which mainly services have grown, and 
suggests that the share of manufacturing 
indicates whether services growth “con¬ 
notes dynamism or distress adaptation". 
The greater employment-elasticity in the 
NICs is attributed to the inherently 
labour-using nature of export-led growth, 
specially when accompanied by an incen¬ 
tive structure that does not &vour capital, 
and by a concern for ‘setting prices right’. 
However, the strategy also exposes 
economies to risks of changing relative 
costs and overseas demand factors unless 
domestic capabilities expand in the form 
of rising quaity of the labour force: This 
‘human lesowoe development’ depends in 
particular on rural primary education. 
The experience, and partly the explana¬ 
tion, of labour absorption in agriculture 
is similar. In the course of agricultural 
growth labour-use increased in cast Asia, 


whereas HYVs led to an early mechanisa¬ 
tion elsewhere. However, even in the lat¬ 
ter, increased productivity and commer¬ 
cialisation, hold piomise'i for employment 
expansion in rural non-farm sectors and 
agro-proce.ssing. 

If one were looking for ‘lessons’ in suc¬ 
cess stories, one could be disappointed, 
for country expentnccs cannot be exactly 
transplanted, ntir the same measure of 
success expected, in a changing world. 
Edgren and Muqtada conclude that the 
policy-agenda for India, say, “will have to 
exploit own situation as much as possible, 
relying increasingly on available resources 
and markets, and allowing structural 
change to take place through efficiency 
and productivity, through infrastructure 
and human resource devclopmenl" (p 49). 
This combines the best part of east Asian 
experience with a measure of pragmatism. 
However, on policies specificaJly address¬ 
ed to employment-elasticity of growth, the 
prescriptions might seem too general. In 
part, the polky agenda is constrained by 
an uncertainty about sectors like construc¬ 
tion or rural non-farm, and by the sheet 
impossibility of doing anything with the 
urton informal, leading to the suggestion 
of “benign neglect”. To call it a ‘policy’ 
IS a little curious. 

Economic growth induces women’s par¬ 
ticipation in the workforce by opening up 
opportunities. Women’s participation, in 
turn, could measure the quality of the 
labour force, and reduce population 
growth by k»wei fertility rates. A V Jose 
shows that rates of participation have in¬ 
creased uniformly in nearly all countries 
of Asia, but the occupational and age 
distributions of ihe new entrants vary, in 
general, eduaaon and better opportunities 
for the adults tend to remove the children 
and adolescents from the workforce. And 
economic growth pushes more of the new 
entrants into industry and services. 
Neither has happened in south Asia. In¬ 
creased participation of women can, 
however, co-cxist with gender disparities 
in earnings and mobility. This is partly 
determined by the conventions that govern 
‘exclusion’ and ‘selection’ of women into 
specific jobs. The evidence suggests that 
education works in removing these bar¬ 
riers. but very slowly even in the rapidly 
growing economies. 

The macro-economic issues addressed 
in informal sector research have hardly 
changed over the past decade: how laige, 
how productive, is growth dynamic or ‘in¬ 
volutionary', and so on. There is. howewr, 
a point in assembling receat findings, 
as Ola Hallgren, Ruwanul Islam, and 


M Muqtada do, for that concretises the 
economic profile of cities, and generates 
lime-series in an area where official 
statistics is of little help. The dau show 
that the informal sector remains large and 
growing relative to urban employment in 
major Asian cities. However, it contains 
two .siibsectci s. one is dynamic, that is, 
generates savings, and the other grows by 
absorbing under-etnployeds. This recogni¬ 
tion of a dualism has generated research 
on the sources of success within Ihe 
dynamic part, i c, small industry. Con¬ 
siderable product and process innovation 
arc found to take place, usually a result 
of competition in the product market. A 
connection between innovation and 
educational levels can be established. But 
with workers, skills are acquired mainly 
through experience, and the use of formal 
training is discounted. This survey of re¬ 
cent research is useful in the way surveys 
arc. But why the authors substitute the 
term ’micro enterpri.se’ for ‘informal sec- 
tor’ is a mystery. One is about as vague 
or as useful as the other. If ‘enterprise’ is 
a belter word than ‘sector’, which it Is, 
‘micro enterprise' loses on the hint of a 
divide in the urban economy that ‘infor¬ 
mal’ connotes. 

Rashid Amjad’.s paper addresses a cer¬ 
tain mismatch between urban planning 
and labour market characteristics in the 
megacities of Asia, forcing informal 
workers and enterprises to survive on 
maiginal infrastructure often illegally 
occupied. The paper outlines, in telling 
statistics, the 'urban innaiion’ in Asia, in¬ 
creasingly dominated by cities with popu¬ 
lations of to million or more There is a 
close correspondence between city growth, 
informal sector expansion, and growth of 
slums. Urban planning has for the most 
part consisted in land use and physical 
planning bearing little contact with the 
socio-economic conditions of the city, 
“where people live, what they do, and 
where they work”. The paper argues that 
measures such as provision of workspace 
fur informal enterprises, changes in zon¬ 
ing laws, selective intervention in real 
estate market via self-nnanced housing 
schemes for example, upgradation of basic 
services in slums, developing labour 
market information systems, etc, could 
harmonise a belter quality of life in the 
city with growth in employment. 

It would be a mistake to expect new in¬ 
sight in this book. The essays summarise 
research on well known questions. How- 
ct'cr, the questions are imporuuit, and the 
quality of the surveys good. The book will 
interest anyone, including the non-specia¬ 
list, concerned with policy reform. It is 
also recommended to those looking for 
researchabic issues in labour, and to those 
seeking a wider perspective to ongoing 
work on topics like rural non-farm, urban 
informal, or construction. 
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The Yawning Vacuum 

A World without Alternatives 

Rajni Kothari 

In assessing the current historical situation, the most fundamental change is that we may be entering, or may 
have already entered, a period in which there is going to be little scope for alternatives. Underlying this most 
unsettling discontinuity in the modern era is not just pervasive globalisation and its various concomitants, such 
as consumerism and commercialisation of diverse human endeavours through their marketisation, but a basic 
crisis of vision, a decline of engagement with Utopias, an end of ‘alternatives’ in the real and comprehensive sense 
of the term. Not Just the erosion of alternative centres of power and systems of ‘development’ and governance 
(the collapse of both the socialist and the third world polesj but, though partly related to that, erosion of ideological 
perspectives, frameworks of knowledge and modes of consciousness. 


WHEREAS there has been a large 
number of reactions and responses to the 
changes taking place over the last few 
years, a large majority of these have been 
in respect of political adjustments, both 
actual and contemplated, to a drastically 
changed global power structure. The few 
acadonic and media comments that have 
been there are also in respect of this 
change. By and large the world of ideas 
Is yet to come to grips with the nature of 
transition and transformation that human 
society has been going through over the 
last few years, how these can be related 
to the trends which set in during the 
decade of the 80s (some have called it The 
lost decade', others have celebrated it as 
The end of history’, si^fying the triumph 
of one particular ideology and mode of 
organising human affairs), and what that 
decade signifies for the largpiionow of 
human history. 

Not believing in any doctrine of histo¬ 
rical determinism, I do not think that 
what happened during the 80s was inevita¬ 
ble and inherent in the basic design of the 
modern world, or of modernity. But 1 
have always had greater interest in discon¬ 
tinuities than in continuities. That is why. 
as I see it, while the human race has 
achieved remarkable feats of ‘success* 
within the sclentifle paradigm it had set 
out for itself, it has undermined its own 
achievements through eroding the pro¬ 
cesses and insitutions that it had once put 
in place. It is to the most recent discon¬ 
tinuity in the historical process and the 
accompanying erosion of structures and 
institutions that I wish to address myself 
in this essay. And i intend to do this by 
examining the implications of historical 
events from the point of view of the realm 
of ideas. From^^he point of view of an 
intellectual’s perception of the changes 
that have, whether he likes it or not, over¬ 
taken him. 


1 

Threaholda of Change 

The most fundamental change that 
strikes me in assessing the current histo¬ 
rical situation is that we may be entering 
or may have already entered a period in 
which there is going to be little scop-* for 
alternatives. Both within the system 
(global and local) and from outside the 
system. Both within the mainstream 
culture and through counter-cultural 
assertions thereto. This entails a very 
sharp and probably the most unsettling 
discontinuity in the modem era. 

What has taken place is an erosion of 
alternatives at different thresholds of the 
human enterprise. The one that is, of 
course, most evident is the sudden disap¬ 
pearance of alternative fulcrums of power 
and visions as against the western imperial 
capiulist model. It is not just the socialist 
alternative that has collapsed. In many 
ways the ‘third world’ as an tdternative 
mc^e of thinking and organising econo¬ 
mic and sodtd affairs, and conceiving of 
themselves as such, presenting a ‘third 
way’ that was different from both the 
western capitalist and the state socialist 
ways, has collapsed loa Consequently, 
there has also uken place (despite asser¬ 
tions to the contrary) an erosion of the 
global structure of power and human 
governance, of the dialectical balance 
thereof, across and within societies (in¬ 
volving nations in one case and classes in 
the other). 

The other major threshold, in some 
ways related to the erosion of alternative 
power omties, has to do with what is com¬ 
monly known as displacement of the 
‘state’ by the ‘market’. Now there is much 
more to the marketisation of life and be¬ 
ing than a mere giving up of the state as 
an engine of human and social change 
and replacing it by the market. Nor is it 


just inirodudion of market capitalism 
within formaly socialist economies or 
third world mixed economies. (The 
Chinese still think they can have both a 
coimnunist state and a capitalist economy, 
as if that was an ‘alternative’ to what is 
being proposed worldwide) It is rather 
reducing the richness and complexity of 
civil society to a marketplace, or a varie¬ 
ty of civil societies becoming part of one 
huge global supermarket. This will mean, 
over time, not just the march of a single 
commercial and consumer culture over 
diverse economies; it will also entail the ero¬ 
sion of a variety of indigenous ‘markets'— 
from village metas and hais to various 
ethnic markets and baraars—and a whole 
array of social exchanges that keep a large 
number of indigenous economies alivei 
The latter are still around in Africa and 
laige parts of Asia too but they all face 
extinction under the impact of global 
homogenisation. Even the various ‘ethnic’ 
products and the versatile output of 
diverse handicraft and artisan communi¬ 
ties are being threatened with getting jet¬ 
tisoned by cheap commercial goodies for 
fulfilling the kist and esoteric demands of 
the global consumer (including the rich 
urbanite within the third world countries). 

Underlying these two major thresholds 
is a powerful economic thrust backed by 
a major ideological onslaught. But there 
is, of course, a third dimension of this, 
namely the erosion of counter-cultures 
worldwide, both in terms of indigenous 
civilisations and in terms of revolt of the 
younger generation. And of the various 
‘movements’ from the grassroots. On this 
I want to dwell at some length in this 
essay. But before turning to it I would like 
to draw the macro import of what has 
already been said, namely, erosion of 
alternative centres of power and ideology 
and the simultaneous erosion of the state 
as an institution in diverse nations and 
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regions. What lies behind this is an un¬ 
precedented consolidation of the imperil 
era. of world capitalism and of techno- 
hegemony. i e. the dispiacemeni of poli¬ 
tical management and control by a tech¬ 
nocratic elite which represents an entirely 
new phenomenon. It encompasses various 
major shifts in the organisation of human 
affairs, not just the displacement of the 
state 1^ the market, but also of politics 
by techno-rationality, of plurality of 
cultures by a mono-culture, of horizon¬ 
tal ‘structures' by a vertical ‘pyramid' (put 
differently, of multipolarity by unipolari¬ 
ty), of greening of the world which stresses 
diversity and spontaneity by its whitening 
which stresses integration and strait- 
jacketing. The 'end of history’ thesis is not 
to be laughed out; it represents and an¬ 
nounces the end of the era not just of the 
socialist challenge to the cs^italist world 
but also of multipolarity of the world, of 
the system of nation states, it has called 
into question a plurality of the world and 
the dispersal of power that had taken 
place following the Second World War. It 
is the return of the capitalist-colonial 
framework that Fukuyama and other ex¬ 
cited champions of western capitalism are 
celebrating.' 


Crisis of the World Sysloni 

The fact is that events moved so fast 
after the Second World War that the im 
perial centres and their ideologues had no 
control over them. The world of Winston 
Churchill, that most clear thinker and 
defender of western imperialism, seemed 
to have vanished before his eyes. And the 
‘Nanga Fakir’ and all that he symbolised 
proved too powerful. (1 do not mean 
Gandhi in apy specific sense but only m 
a symbolic sense, representing the full How 
of anti-imperial, anti-colonial thrust.) But 
it was not just the challenge from the 
erstwhile colonies and the black races. 
There were int ra-AlIies contradictions too 
which surfaced not too long after signing 
the Yalta agreement. Again it is not sur¬ 
prising that it was Churchill who an¬ 
nounced the arrival of the cold war from 
American sofl. it was a ‘war’ that had to 
be waged on several ‘fronts’: the east of 
course, the south both by extension of the 
east but also independently of it and, vrith 
the avakeniitg of the western imperial 
hold and the misadventures like Vietnam 
and Cuba, within the west too (from the 
anti-Vietnam movement to the anti¬ 
missiles peace movement in Europe). The 
effort of the US to recoup the lost 
momentum through ultra-sophisticated 
nuclear armaments and the star wars pro¬ 
ved too complicated, expensive and time- 
consuming, apart from increasingly losing 
in legitimacy. 

It is by now clear that the post-war 
diplomacy of the west could not handle 


the new situation faced by it after the Se- 
rond Vltorld War; there was a basic decline 
in political statesmanship a relevant 
worldview and vision suited to the new 
phase of world history and the necessary 
mechanisms needed to deal with a more 
complex, global reality. This lesulted -n 
the ascendancy of a set of foreign service 
professionals and academic experts, small 
men without any sense of history It all 
signalled the decline of the west’ (and not 
just of British and French empires), the 
rise of Amctican power being at once Umj 
arrogant and too philistine to be able to 
really 'lead the woiid* (although that has 
all along been the American penchant and 
continues to be so).* it is also clear that 
the key mistake on which these western 
(especially Ainetican) strategists worked, 
namely, the political dismantling of the 
cast and of the sttuth (hence .so much 
stress on the military dimension) failed to 
‘contain’ the ..hatlenges ix>sod by the latter 
and instead provoked a variety of na¬ 
tionalist rcsix)nse.s (to which there is no 
end in .sight). 

Where the bomb and uulunial .style 
diplomacy failed, the market is today 
being summoned, helped greatly by the in¬ 
ternal collapse of the Soviet and east 
European states and the considerable 
weakening of the stales of large parts of 
the third world. The question is: will this 
effort to resurrect the imperial world order 
succeed? Or will it prove too late and too 
shortsighted a tcspon.se, provoking once 
again a new sc i les of cultural and political 
backlashes including from states and 
regions that may ju.st now appear to be 
Lo-opted and bought over? 1 he future is 
by no means us.sured for the unipolar/cor- 
poiateXtechnocraticVglobalising model. 
But right riv)w it is undoubtedly on the 
upswing and has succeeded in brainwash¬ 
ing the elite.s —both political and econo¬ 
mic—of the etsi while east and the rem¬ 
nants of the south. 

Here it may ‘oe worthwhile to take 
cognisance of recent history in world af¬ 
fairs, of the growth and consolidation of 
the world system, and the present crisis 
in it, and of the most recent effort to deal 
with the crisis both ideologically and in 
terms of public policy (national and inter¬ 
national). We need (o explore the earlier 
correlation of forces after the Second 
WoritjljlWar that allowed an expansion of 
the wffit of a more benign type, as com¬ 
pared to today's expansion of a more coer¬ 
cive and aggrandising type. There were a 
number of reasons that made this possi¬ 
ble, First, there was the tremendous suc¬ 
cess of post-Keynesian capiraiism on the 
one hand generating enough surplus and 
producing an unprecedented 'boom' in the 
capitalist countries. And on the other 
hand willing (even if accepted reluctantly 
by some sections) to build a ‘welfare state*, 
develop a framework of industrial rela¬ 
tions, in the bargain ensure a long era of 


industrial peao, making the working class 
itself accept the bourgeois democratic 
model of (he state !n the proces.s this led 
to a large expansion of internal markets 
in these countries based precisely on the 
purchasing power of the working class, yet 
providing sufficient scope for increased 
profits and capita! accumulation, in turn 
also expanding externally through a new 
package of nro-colonialism in which the 
working class (and (he peasantry) in the 
north became willing partners in the ex¬ 
ploitation of the south. 

It was a period of considerable con¬ 
solidation and expansion of western 
capitalism while at the same time giving 
it a ‘human face* through the development 
of a globalist humanitarian ideology in 
the form of hdping the poor of the world. 
There develop^ a series of institutional 
and policy initiatives—from the Truman 
doctrine to Eisenhower’s warning to the 
world of the growth of a military-indust¬ 
rial complex that had emerged in the we.st 
(as well as the east) to the highly attrac¬ 
tive and enticing symbols generated 
during the Kennedy era. It was also a 
period that enabled the capitalist system 
to respond to and at the same time con¬ 
tain voices of dissent at home-front civil 
rights to the anti-Vietnam movement to 
environmeniatism, feminism and anti- 
militarism. 

Second, the advocacy c-f liberal demo¬ 
cracy coupled with a ‘mixed economy' 
opened up new vista.s to capitalism in 
parts of the third world (India being the 
prime example of this) in which the state 
it,seif provided major incentives and 
resources for capitalist expansion. Over 
time, as we can now sec, through the grow¬ 
ing appeal of (he paradigm of technology, 
such an expansion paved the way for both 
government and industry in the third 
world to become part of (be global 
framework of captlaitsm. 

The fact is that the newly independent 
states of the third world which had at one 
time claimed that they would follow an 
independent path of development (some 
of them called it ’the third way’,* still 
others talked of ’delinking’ from the 
northf failed to generate a real alter¬ 
native: And ultimately accepted the domi¬ 
nant model of capitalist derelopment pro¬ 
pagated from the academic think-tanks of 
the west which facilitated the Integra- 
tiouist thrust of corporate capitalism. 
There is of late developing a partnership 
between the third world bureaucratic col¬ 
onial state and transnational capital and 
technology, with a few highly advertised 
cases of 'sucoe.s$’, especially in south-east 
and east Asia but also in parts of Latin 
America. This made others (who had 
opted to be both less brutal vis-a-vfjt their 
own people and less willing to allow mi^i- 
national penetration) look like friltires 
and, larking confidtmee in their own 
vtsioa and perspective and the capacity to 
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iloid on to thnr own distinctive models, 
ultimately made them too want to 'catch 
up* and hence get co-opted. 

That in this whole change in perspective 
the ‘social question’ was shelved or rather 
that the technological model overtook the 
social model was not sulTiciently noted, 
even by dissident and opposition forces, 
and even less by the international alter¬ 
natives movements, is only part of the co¬ 
optation model. The latter had in the 
meanwhile got sidelined by preoccupation 
with other is-aies -environment, status of 
women, disarmament and the like. (More 
on all of this later.) Unfortunately, Marx¬ 
ism also failed to respond adequately to 
this knuckling under by so many countries 
that svere oiioe committed to alternatives 
to the capitalist model. And, before it 
knew, came the collapse of the very 
citadels of socialism. 

Underlying such an economic transfor¬ 
mation has been a major shift in ideolo¬ 
gical thinking, starling in the west, then 
expanding globally. First in parts of the 
third world where the appeal of liberalisa¬ 
tion had started growing since the 
mid-i970s. And then to the socialist work! 
starting with some countries in eastern 
Europe where Stalinist excesses had left 
deep scars and the demonstration effect 
of western consumerism had made bigger 
inroads than in either the former Soviet 
Union or China, in Cuba or Nicaragua. 
And then again, with the collapse of the 
Soviet Union itself, both strategically and 
ideologically, throughout the rest of the 
third world, not excluding China and 
India, the two countries that had stood 
for so long for (though very differently 
from each otiter) alternative models of 
'indigenou.s' development. 

Ill 

Right Reaction 

The 'Right Reaction’ first emerged in 
the west itself. It was a reaction against 
the welfare state and the modern ideas of 
distributive justice. It was also a reaction 
against the growing power of the poor, the 
minorities (especially tire blacks in the 
US), the third world lobby, the United 
Nations itsdf (especially UNCTAD, 
UNESCO. IIA UNICEI and the like 
which were seen to be partial to the third 
world) and generally against the so-called 
radical intellectuals. It was an effort to 
bolster the somewhat weakening miiiury-^ 
industrial complex by co-opting a whole' 
lot of strategic thinkers, eminent econo¬ 
mists and technocrats (so many of them 
from India) and other professionals as 
consultants and members of advisory 
bodies. We have an emerging global pro¬ 
fessional elite which is ind^ truly 
‘global’ and which along with other 
groups (government bureaucrats and 
media representatives) serves the cause of 
transnational capitalism. 

ir02 


Whereas the power and rach of cor¬ 
porate capitalism has been on the ascen¬ 
dancy over time, despite challenges to it 
from both politj<^ and intelectual dreies, 
what made it a vehicle of right reaction 
is the powerful and higMy aggressive 
ideological twist given to it Reaganism 
and Thatcherism on the one hand and the 
new phase of Bretton Woods institutions 
on the other. (There is reason to believe 
that president Reagan talked (he World 
Bank ofndaidom out of supporting third 
world states and towards an ideology of 
‘privatisation’.) Those who talk of reduc¬ 
ed economic power of the US do not 
reckon with the powerful institutional ter¬ 
rain that the US alone—-the US state— 
wields. This covers a wide variety of Fields. 
Obviously the most important is the mili¬ 
tary-strategic one. But it is also in respect 
of international credit and credit institu¬ 
tions in which Financial resources of 
Europe and Japan are also mobili.scd but 
the main control continues to be with the 
Americans. Same is the case with global 
economic dipbmacy and the international 
trade regime (despite the war oF nerves go¬ 
ing on at GATT), the international bank¬ 
ing regime which is very much controlled 
from the US (both major commercial 
banks and of course the \^rid Bank), and 
international lending and debt regimes, 
mainly through IMF and various aid- 
consortia. American hegemony is at once 
strategic and financial and commercial in 
which its basic clout is institutional. It is 
a hegemony that has so far been unaf¬ 
fected by the lecession in the west and the 
US itself the weakening dollar and all the 
social costs that the American citizens aie 
paying (rising unemployment, race riots, 
homelessness and erosion of poverty 
programmes). 

The liberalis alion-pri vatisation-globali - 
sation construct that is being offered to 
major countries of the third world and the 
socialist world (including China and 
Russia) is part of this spreading Right 
reaction. In fact, paradoxically, while it 
started in the hegemonic citadels of global 
power, it is making particular inroads in 
the two erstwhile alternative blocs that 
were at one time holding the promise of 
countering world hegemony by the west, 
namely, the east on the one hand and the 
south on the other. It appears as if these 
former bastions of alternative paradigms 
are more available for the new ideologies 
of Right reaction than the dominant cen¬ 
tres themselves. The defeat suffered by the 
British prime minister. Major, on the 
miners' issue, the recent gentle admoni¬ 
tion by chancellor Kohl to his partymen 
to be prepared to make sacrifices in living 
standards with a view to accommodating 
the interests of East Germans and other 
immigrants, or the whole ddsate in the US 
itself on the economic crisis arising from 
the deep debt in which Reagan and Bush 
have left the country and the growing de¬ 


mand for the need for intervmdon by the 
federal government, ait all indications of 
the end of the Reaganite hold. Also, as 
the economic crisis in the west deepens 
and affects more and more people, forc¬ 
ing them to reflect on the paradigm of 
liberalisation and recall their own ex¬ 
perience of the great depression and the 
fact that the way out of it was built on 
the ideas of Keynes and not of Hayek, 
they are beginning to reconsider things. 

Unfortunately, such rethinking has not 
percolated to the ruling elite of third world 
countries, indeed, the real fronticn of the 
new economic ideology are to be found 
more in the south than in the north. It is 
here that the erosion of both our thinking 
as independent, post-colonial states and 
the alternative perspectives on develop¬ 
ment that we in our own confused way 
were experimenting with i-s taking place. 

IV 

krosion of the Stale 

Another vantage point from which to 
look at the process of erosion of the domi¬ 
nant paradigm on (he one hand and the 
decline of credible alternatives on the 
other is in respect of the fact that modern 
history got organised around the institu¬ 
tion of (he slate, both internationally and 
at home within diverse societies. What we 
Find today is a growing process of disabl¬ 
ing and disenipowernient of the state at 
work, its integrity in decline, its legitimacy 
in doubt. We witness a number of efforts 
that seem to at once transcend and disag¬ 
gregate the state and the state system bas¬ 
ed on ‘nation states'—globalisation and 
regionalisaiion on the one hand and ethni- 
cisatioii and demands for greater fcderali- 
saiion on (he other. What wc have is a 
simultaneous impact of internal demo¬ 
cratising and external coluni.sing thrusts 
both ol which appear to weaken the state 
as we knew it 

More basic though is the growing crisi.s 
in institutionalising the civic and secular 
processes of history. It is not just the pro¬ 
ject of (he state that is under attack. It is 
rather that a particular relationship that 
had evolved between civil society and 
governing structures as part of the demo¬ 
cratic upsurge of modern history that is 
under strain. New forces are on the 
anvil—‘fundamentalism’, ‘terrorism’, the 
rise of ‘special interests’ in the structure 
of governance, the whole onslaught ot 
technology and consequent depoliticisa¬ 
tion which is marginalising both ‘people’ 
and ‘communities’. 

In any consideration of I he decline and 
erosion of (he nation state in the third 
world and multiple assaults on its capacity 
to manage human affairs it is crucial not 
to lose one’s sights about the historical 
signiFicance of the project of the modern 
state, both its philosophical and its on¬ 
tological rationale at a paiticular phase 
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in «iw post-nMievia era (in the main in 
the European contact but in sonw ways 
more generaDy too). It was a project 
whose phenomenal unfolding gave it a 
certain centrality in mediating human ar¬ 
rangements but which faced internal con¬ 
tradictions arising from the opposite poles 
of ‘state’ and ‘nation’ (composite secula¬ 
rism versus domineering/decomposing 
nationalism). It also faced growing distor¬ 
tions arising out of the post-war political 
order based on competing structures of 
world hegemony, the neo-colonial poli¬ 
tical economy and the cultural onslaught 
of the market and the mass media, ulti¬ 
mately producing its more open delegiti- 
misaiion unda the model of a ‘new world 
order’ following the collapse of the earlier 
world order based on multiple ’poles' and 
diverse ideologies. While taking cogni¬ 
sance of these evolving phases, each grow¬ 
ing out of the earlier ones, it is necessary 
to take into account both the original pro 
mi.se, the essential project, of the modern 
state and the nature and causality of its 
impending destructuring pointing to its 
likely demise in the next few decades. 

One need.s to think of the modern 
.secular state as a eoneepiual/theoretical 
artefact that emerged in the course of a 
quickening historical proce.ss that engulf¬ 
ed the whole woi Id in oiic gieat sweep that 
w.is unparalleled by anything known in 
histoiy (including the periods of the 
Isiatnic and the (iirislan conquests). Also, 
how, as a matter of basic conception and 
logic, the mosfcrn .state had overturned the 
basis of human identity, turning it around 
from naturalis, super-natural and Ihei.stic 
coonolov.its- to the poKcss greatly rem- 
(■.uci."!;- hf.U) rhr riiunocentric and the 
■(cio'vk'.tie’oen'M view e! ivahis (man 
the li'eMC!, th; state his 'madiina’). But 
how, also, siict' a powerful centrali’ing 
(uicc oi history produced its dialectical 
responses—democracy, pluralism, ecology, 
ethnicity, rcassc tion of ’.spritiialism’. 

.More bas.'v than this larger dialectic of 
world history is the fact that even during 
its dominant pha,sc, for laige pans of 
humanity the mode! biuied on the centrali¬ 
ty of the nation state was more an aspira¬ 
tion than a reality, competing as it did 
with other identities and loyalties. Also, 
I) wa.s out of the peculiar liistorical con¬ 
vergence of the cold war and the adoption 
of a capital-intensive devcbpnteni mo^l— 
and the memory of conflicts that had 
shown up during the nationalist move¬ 
ments—-that had provided legitimacy to 
centralised states, and (hat even then large 
segments of third world societies (almost 
the whole of Africa but also large parts 
of Asia) remained outside their purview.’ 
With the erosion of the state under the im¬ 
pact of global forces, these other identities 
and spaces within civil society are le- 
asserting themselves. Tlie point in ail this 
is (bat when a major phase in both human 


affairs and human consciousness is draw¬ 
ing to a close, there is need to take 
cognisantx of the institutional model that 
had held it together so long which it is no 
longer able to Hence the teed, the vital 
need, to appreciate ihe crisis of the state 
in recent history. 

indeed, in trying to deal with the situa¬ 
tion arising out of the collapse of alter 
native models to the globali.sing and hence 
homogenising mixlel of world capitalism, 
we need to examine what is likely to suc¬ 
ceed the institution of the nation state 
which is also under attack by the same 
globalising thrust. Quite new possibilities 
seem to be under way. Whatever be the 
economic direction of Ihe capitalist thrust, 
it does not ra-em likely that some supra¬ 
national political entity will simultaneous¬ 
ly emerge on the world scene. Instead, 
quite a different scenario seems to be in 
Ihe offing. The -racuum created by the ero¬ 
sion of the modern state and the slate 
vvstem globally is already being filled by 
the rise ot new eihno-nalionalisms on the 
one hand and class encounters in the form 
of Msugglev )vu equity and ju.stice on the 
other, boih oi these involving a great deal 
of strife and violence which seem to be 
inherent in uiy major alteira>i at restruc¬ 
turing the hisKirieai process. Perhaps 
growing our ot this convergence of ethm 
city and class, and responding to the 
erosion of the modern secular stale, may 
emerge completely new pan-national 
foimalions. 

The only one that .seems imminent at 
the moment is the new composite Islamic 
foimation wiih<n the Euro-Asian political 
space. But thei e may well be other forma¬ 
tions too May be from iheSiiiic cultural 
zone still struggling to presave composite 
cultures in the face of both nationalist 
drives and gk baiising pressures, the rc- 
emergence of a truly composite Hindu 
worldview dfa>*in£ upon plural identities 
and diverse cultural streams or—quite the 
contrary of itwi - a fundamentalist quest 
foi a monidnhic and iheistic formation 
such as wa> p<oiM.cd under the banner 
o! 'Hindtiiv.','.' ilie new fashioning of 
Sem.fi.sni .'.gui.i ilic choice being between 
its insecure »..>d cxclusivist and its eclec¬ 
tic and mulii iciitonal perspectives, and of 
course, the still strong .secular structure ol 
European and American power. The lattet 
loo faces the challenge of correcting its 
materialistic, niiiiiatist and colonising 
legacies. 

To me, of course, the real answer to the 
present vacuum and the tuibulence is the 
only civilised alternative to both globalis¬ 
ing and ethnicising trends, namely, a 
vraridwide federal democratic movement, 
both political and social, which alone 
is capable of responding to both the 
demands for self-determination of regions 
and ethnic groups and the struggles for 
equity and justice. Only such a movement 


can also tespend to the genuine need of 
transcending natioival boundaries and ex¬ 
perimenting with zarious supra-national 
formations that can deal wkii new socio¬ 
economic needs, new ideas of organising 
human collectivities and the growth of 
new identities 

V 

(^ull of Vioienct^ 

But while all these are stilt in the realm 
of possibilities in Che future the presently 
emergent response to the vacuum and 
drift and opportunistic cynicism has been 
a glowing turbulence that is engulfing 
major countries. This is taking Ihe form 
of a new epidemic of violence that seems 
to be gaining ground everywhere, especial¬ 
ly in (he cities and among Ihe unemployed 
youth but also increasingly in the interiors 
of various regions, tribal hinterlands and 
forest reserves (even national parks and 
sanctuaries) where ill-organised ‘militants’ 
(both ‘Naxalites’ and ‘terrorists’) find their 
haven.’ There is taking place a growing 
culture of violence, crime, drugs and gun- 
totting for the sheer ‘heck’ of it. This is 
leading to an insipid and ever escalating 
dissolution of social restraints, indeed of 
social structure itself, what may be called 
a loss of structure in Ihe oiganisation of 
civil society, a loss of restraining and 
balancing forces. On top of this—and 
contributing to it in so many ways—is the 
macro system’s growing insensitivity, 
callousness and indifieremr towards the 
plight of the powerIcs.s: the poor, the 
young, the mmoiities, the daliis’ of the 
world, women above all. As was pointed 
out recently by the former chief of the In¬ 
telligence Bureau, we face ‘a dramatic shift 
in cold, cynical and manipulated violence” 
arising directly out of the challenge of 
change for which those in charge of law 
and order aie ill-prepared. He went on to 
say that “in a period of fundamental 
transformation and restruciuring of socie¬ 
ty, the main question is; can the police 
afford to remain inviolate from the tur¬ 
bulence that IS sweeping society?” And he 
asks whether, in the coming generation 
(confronted with many a serious challenge) 
the police wiB be able to draw a “subtle 
line of distkiaion” between “creative 
unrest*’ and “violent disturbaice” and deal 
with them in the appropride manner?* 

in the meanwhile the spectre of un¬ 
employment is becoming worldwide (the 
old political and economic objective of 
full employment has long back been given 
up). As this in particular hurts certain 
communities and classes (blacks, daiits, 
Muslims), the latter also get socially 
humiliated, dealt with from a distance 
(usually by gun-totting policemen) and 
found dispensable, both physically and 
socially. For these communities the 
economic crisis of poverty, unempktyment 
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and illiteracy—and for many of them ill- 
health—has hit the hardest. Thus, for in¬ 
stance, with respect to the American 
blacks, the New York TVjner commented: 
“That a significant minority of Americans 
face a chronic economic crisis, with 40 per 
cent of their children in poverty, is a na¬ 
tional tragedy. And that a much smaller 
proportion—perhaps no more than 10 per 
cent—is trapped in a lifestyle of criminali¬ 
ty and self-destruction, we all know and 
dread”. Here in India too the number of 
people in the crime-prone age bracket 
(14-24) among the poor is rising, indi¬ 
cating a sharp increase in criminality 
among the young. This has happened at 
a time when jobs for the low and semi¬ 
skilled workeis have been falling and will 
fall further with technological advances 
and labour .substitution (and with the 
government giving in to external pressures 
and 'conditionalities’), putting more and 
more people into desperate material con¬ 
ditions. hence forcing them to 'escape' into 
both drugs and crime. 

As (he propagators of a new economic 
policy ba.scd on ‘structural adjustment' 
are refusing to attend to the real economic 
crises of a chronic type facing the coun- 
try—growing recession, poverty, increa.s- 
ing unavailability of education, health, 
housing, transportation and other 'living 
conditions’ aix) access to natural resources 
at affordable co.sts—those suffering from 
it all are treated by the state loo with grow 
ing lack of concern or respect. They are 
thought almost unwonhy of protection by 
the political and the social Older, iiT.plici- 
ty made aliens in their own countiy, con¬ 
sidered dispensable, excluded from the 
basic social contract. One is witness to a 
precipitate increase in human suffering- 
growing assaults on human dignity, a huge 
and unbelievable increa.se in rape and 
atrocities on women and children, forced 
evictions of tribals (.several lakhs of them), 
a general withdrawal of minimum neces 
sary care and compassion from those 
most in need of them. 

Naturally, the only response that such 
unconcern and inhumanity generates is 
one of criminality and its brutal logic in 
which the gun becomes the only medium 
of communication. It pro ides the new 
and only source of power—and a sense 
of power—for those who are at bottom 
powerless. As mentioned above, wielding 
the gun becomes an end in itself; these 
young men ax as willing to kill as to die. 
Both on the part of the agents of the state 
and on the part of the criminal gangs 
there seems to be a complete disregard for 
the value of life itself. Any attempt at 
creating a genuine democratic alternative 
will have to come to grips with this grow¬ 
ing nexus of poverty, exclusion from civil 
locieiy, violence and crime assuming the 
proportions of an cpidotnic which is grow¬ 
ing worldwide but is particularly very 
leriously affecting us in the third world. 


VI 

Whither Allemativea Movement? 

To sum up the analysis presented so far 
in this essay as well as drawing implica¬ 
tions thereof, we seem to be up against 
the following: 

—An erosion of ‘structure’ in both inter¬ 
national relations and within nation 
state.s (alongside erosion of the state as 
a basis for providing order and balance 
as well as welfare and justice in civil 
society). 

—End of any humanitarian vision for 
dealing with human suffering, poverty 
and unprecendented growth in dispari¬ 
ties. Instead, a sharp rise in disparity 
and iniquity both internationally and 
within individual states. Growth of 
hunger and starvation caused by im¬ 
poverishment created by the very motiel 
of ‘development’ that was .supposed to 
eradicate poverty, growing homelessnes.s 
and forced evictions ol entire com¬ 
munities, assaults on basic dignities, 
and withdrawal of minimum necessary 
love and affection even for the near and 
dear ones, following a basic decline in 
c'ompas.sion as a cultural predisposition. 
—Serious environmental and cultural 
costs that lie in store as one looks 
ahead, given the worldwide acceptance 
of the capitalist path of industrial 
development. (For me this is the basic 
message of UNCED: a moving away 
from conseivHtion of nature by the peo¬ 
ple themselves and by local com¬ 
munities to a techncxrratic management 
of world resources and the environ¬ 
ment, in the prcKess providing a major 
Htle to transnational capital and 
institutions like the World Bank). 

—Decline in prosjrects for economic 
des'elopmcnt, both in terms of prospects 
for growth and m terms of dealing with 
poverty and injustice. Iicsiead, arising 
from an iniquitous model of develop¬ 
ment, a systematic promotion of dis 
parities both between and within socie¬ 
ties, the two being intimately related 
ftwo types of ’colonialism!) 

—An upsurge (paitly arising out of eco 
nomic dispaniies and growth in poverty 
and unemploy ment) of new ethnicities 
and of new nationalisms, some of these 
creative and responding to a Ha.MC desire 
for autonomy and self-determination, 
but many of them highly chauvinistic, 
including wiping out of entire commu¬ 
nities and even nationalities through at¬ 
tempts at ‘ethnic cleansing’. 

—Meanwhile, in such a period of growing 
erosion and vacuum, a perceptible 
vacuum at the level of ideas and vision, 
a dccKne in confidence and motivation 
for producing credible alternatives, a 
weakefiifi 3 of various social movements 
chalierittiiig cstabiished structures of 
governance and management and the 


ckMninant mind set on dewdopmenl and 

. social change. 

And yet, as one reviews the last few 
decades, one is struck by the considerable 
blossoming of alternatives movement, in¬ 
cluding movements of protest and de¬ 
fiance against the powers-that-be. One 
remembers the afflorescence of ideas and 
the human spirit that the 1968 spring gave 
rise to in teims of a worldwide youth 
movement (including an aborted attempt 
to develop a common front between the 
working class and the youth as was tried 
in Paris), to .some extent pick«l up by the 
alternatives movement in the academia in 
the 70s and the Green and Peace move¬ 
ments in the 80s, and the diffuse human 
rights movements in the Utter pan of 70s 
and throughout the 80$. There has also 
been a wometfs movement that has spread 
almost worldwide. Yet, none of these has 
proved capable of defying the ba.sic ‘esta¬ 
blishment’, both the military-industrial 
complex globally and the corporate- 
bureaucratic nexus in various regions of 
the world. If anything, many of those who 
had set out to create alternative futures 
seem to have been induced to join these 
very structures. 

Talking of the youth, there has taken 
place an amaring proces.s of their contain¬ 
ment and corruption, a remarkable indif¬ 
ference to their own fate, as if they are 
wholly unaware of the kind of future that 
lies in store for their own generation (and 
the generations to follow). One notices a 
jreculiar unconcern, decline in not just in¬ 
sensitivity but ordinary sease too, with¬ 
drawal into some kind of a shell, perhaps 
of the individual self, or even of the 
immediate moment of self-indulgence. 
(Perhaps in this all-out eiosiun lies the real 
‘Decline of History,’) 

It is of course a complex historical pro¬ 
cess with the younger generation at once 
seeking a place in the ‘establishment* and 
feeling alienated from it, therefore turn¬ 
ing .sour and cynical, at times bored and 
seemingly seeking to opt out of it all but 
in the end proving opportunistic and get¬ 
ting incotporated into the ‘alien’ establish¬ 
ment. In the non-western countries this 
has also meant turning against their own 
roots (especially lor the educated and the 
more talented and upwardly mobile), (heir 
basic social identities, their own people, 
or a large majority of them (in our own 
case the anti-Mand^ outburst and violence 
being the apotheosis of this mood). 

Meanwhile all kinds of bonds that tie 
human beings together are under stress. 
This includes both the bonds of the 
primary kind (tainily, kinsMp, neighbour¬ 
hood, «.*ven bonds of love and sexuality) 
and those of secondary institutional kind 
(political parties, activist organisations, 
aesthetic and literary clubs), even in fields 
like industry where true business tidven- 
lures bn-sed on creative entrepreneurial 
initiative are on the decline. The result is 
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an even deeper vacuum than has been 
brought out fay a mere analysts of the ero¬ 
sion of the social dimensions of the state. 
What one finds here is a decline and ero¬ 
sion of community yet a craving for a ‘ge¬ 
nuine community’ but not knowing where 
to find one. At a time when even personal 
relations are undergoing so much strain 
and tension, the search for ‘community’ 
is likely to prove increasingly problem- 
ridden. (This is especially so with the mid¬ 
dle class, less so with the poorer strata of 
society.) Can one find it in ‘nature’, in the 
environment movement? Though this may 
be a good and creative ‘escapC from the 
complexity of society and its diverse struc¬ 
tures and moral demands, it does not 
sound to be enough of an answer. (More 
on environment later.) Is it then to be 
found in fleeting promiscuity, constant 
conferencing at home and abroad, endless 
use of the camera, wild-lifing without real 
roots in nature, shopping above all? 

To continue the analysis, the next series 
of pick-ups of counter-establishment and 
counter-cultural thrust, both in the west 
and ir. the south" came with' 

--The peace movement in fcurope which, 
because of its narrowly conceived 
target!, namely, the nuclear mis.si!es m 
Eurofse, and because of die appropria¬ 
tion of the peace dimension by the two 
superpowers, soon got co-opted by poli¬ 
ticians jostling with one another for en¬ 
cashing the so-called ‘peace dividend’. 
-The Greens movemeni, again European 
m origin, wfikrh in Europe itself got lost 
partly by the logic of party politics and 
partly as a lesiilt of the decline in mid¬ 
dle class support for the movement 
'Environment’ still crjnrinucs to lie a 
major foice with a global constituency 
bui r.-tritinues to be lacking in either 
vision oi politics. (More on this to 
follow.) 

-The women’s movement, UN-inspired 
and rcnfcrcnce based to begin with, 
hence continuing to be largely elitist 
and patronising vis-a vis the non-elite 
strata though there is some evidence of 
the lower classes .and oppressed com¬ 
munities also picking up the issue and 
endowing it with a truly authentic 
culture, style and flavour. Its major 
weakness so far is that it is a single con¬ 
stituency movement although a few of 
the women activists are also active in 
other movements (c g, environment, 
peace and human rights). In fact some 
of the most powerful women of our 
time are those who have been struggling 
for the rights of the oppressed. But few 
of these struggles have been waged by 
the women’s movement proper.'® 

-The 'alternatives’ and ‘alternative 
futures' movement which remained 
largely academic and did not make it 
even to the mass media, not to speak 
of the masses. 


—The human rights movanait which pro¬ 
bably will grow and acquire a broad 
base, given the growing i^ression by 
the state as well as the dedine in welfare 
and development funaions of the sutc, 
but which is in danger of being co¬ 
opted by the diplomatic offensive of the 
US establishment which has done so 
much to bolster militarist and dicta¬ 
torial (including fascist) regimes, in the 
process confusing—-and confounding— 
its appeal.How can a country suppor¬ 
ting Ptnochc and his likes on the one 
nand and the World Bank on the other 
claim to stand for human rights? 
Each one of ihesc movements has been 
threatened today by the new coalition of 
power that has emerged round the world. 
But more basic than that is the fact that 
from the pouit of view of the political 
process and of the poor, the.se movements 
have turned out lo be major distractions 
from the basic struggles foi power despite 
their representing big drives in the secular 
historical ploce^s, coming forward with 
new iigf-iKia'. iiolding the promise i>f new 
mutations in human consciousne.ss. The 
question is wtiose history and history for 
whcmi? Arc not these in^wcments also 
contribuiing. as are the new managers of 
a world ordi'i b.ised on corporate capiu- 
lis.Tt, to a piix'cs, of dcpolitieisaiion, of 
trying to inicivene in history without 
being armed with a politics and 'a vision 
to inform such politics'’ 

The most lundiunenial challenge facing 
these movements is one already tiinted 
earlier in this essay, namely, that of a 
wide-ranging co-optatiun by the system. 
This is of cour-se being widely recognised 
by concerned individuals. (1 have also 
written on it over many years; it is a pro¬ 
cess that has been under way for a long 
time.") What ha.s made the issue of co¬ 
optation today more basic tlien ever before 
is the fact 'h-tt the very ‘movements’ that 
were supposed to provide alternatives to 
existing paradigms arc lieing made to .verve 
the interests of established .structures of 
power thscugi. .lever manipulation by the 
latter. i.eadiiig i.eiivKts'and ‘intellectuals’ 
who have gained influence i n the thinking 
of many people are being ‘bought up’, not 
just in the saisc of collecting hefty per 
dime, project grants, travel budgets and 
foreign trips (which loo can be corrupting, 
even intoxicating) but in the far more basic- 
sense of being provided with more and 
more avenues of recognition, praise and 
e^o-rides. Many of these inteUectuals’ are 
being lioni-sed and turned into cult figures, 
‘legends in tlieir own time* as they arc 
often refei red to. They are coming under 
a torrent of a lai^e and generous flow of 
tributes that are drowning their egos, 
many of them in any case being uprooted 
and fragile individuals, most of them suf¬ 
fering from deep narcicksm, unable to 
detach themselves from the make-believe 


media, the books they write, the con¬ 
ferences they attend, the great conventions 
and congresses thrv help organise Some 
of them have of course left an impact— 
from de-schooiing to providing the much- 
needed fillip ID tribal medicine—and have 
in turn contributed to mainstream think¬ 
ing, the language and slogans that are 
used. Also, some of them, like those 
providing a basic critique of western 
technological civilisation, are being 
admired for their unconventional and 
’Gandhian’ views. 

The main reason why these intellectuals 
can be co opted by the system has to do 
with tlicir basic difference from Gandhi 
(whom they all quote tirelessly) which is 
that the latter led a poltiical movement of 
which his critique of western civilisation 
and the .scientific paradigm was a part. 
The current breed of ‘fundanynia! dis- 
•venterv’. have failed lo evolve a political 
movement out of their dissenting activities 
(which usually remain a set of opinions 
and ‘voices’ some of them no doubt 
highly relevant). But even these seem to 
have more of a foreign market than a 
domestic one There has taken place an 
in.sipid globalisation of most of them, 
especially of the great dissenters against 
wcsletn civiILs.itiun, most of them deal¬ 
ing their mortal blows to the west in 
seminars they attend in the west: how 
many of them have tough, the west from 
the re.il grassrriots oi' their own societies? 
(In ni.ajor meetings and rallies of dalils, 
tnbals, backwards and the minorities 
where 1 have liecn —I never miss the 
chance if 1 can make it -1 have hardly ever 
seen these ‘movement' types, he they en- 
vironmcniatisis. leminists, alteinalive 
technology Imh-s, anti-dcvelopmcntaiists, 
those holding out foi indigenous peoples. 
The only exceptions have been human 
rights activists whose main effort is 
political, oi VO It seems, as even in their 
case, manv of them are often running 
away from the heat and bustle of politics.) 

In short, the biggest failure of what are 
known as new social movements lies in 
their inability to become part of a united 
ixiliiical movement.'^ At bottom they are 
apolitical beings. In a way they are not 
really leadcrsof ‘movements’, intellectual 
movements are not really, in and by 
themselves, movements of history and 
because they xe not movements of histo¬ 
rical change t hey turn out to be at once 
anti-intellectual (though they may have 
started off with intellectual agendas) and 
anti-political. The result is that, not hav.- 
ing really acquired roles in their respec¬ 
tive societies through the political process, 
they are forced to globalise which, in reali¬ 
ty, means westernised. In fact, if one ex¬ 
amines their life histories, they were 
westernised long before they took on axi 
anti-western tirade, the latter too having 
been mediaised and market ised (the big- 
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gest Co-optere being the $o<atle<l radical 
: press and commercial publishers, and a 
new splash of pamphlets and journals, 
much the most of their products being 
sold in the western market.) Wjth lhi.s and 
with the various ‘counier-ailiiirar con¬ 
ferences and retreats lor winch we are told 
there are alwt^s ‘enough funds’, there has 
basically taken place a niurketisatioii of 
dissent. Quesions like how many copies 
.sold, how many languages translated in, 
what kind ul review's, citatrons, excerpts, 
how was this or that person's 'Keynote 
Address’ received, etc. 

Ml 

[)<■<■ |i 4^<i-optation 

The story of co-opiation, unfortunately, 
does not end here. It it did, It would have 
affected only a few marginal people (for 
these arc in fact very marginal people 
from the viewpoint of historical change). 
The much more comprehensive avoptation 
that is under way reaches w ide and deep. 
It is taking place by giving a long rope to 
basic tendencies of dis.sent and diversity 
In our age this is happening through the 
' most pernicious of all intiucnccs, namely, 
opening up of a whole vista of marketable 
channels, a whole new set of symbolic cn 
ticemenfs (from dress to music to hair-dos, 
even pedicures and manicures, the tradi¬ 
tional methods beitig found cumbersome 
and time-consuming), not to mention the 
large explosion of fashion boutiques (in 
Delhi we also have an institute uf Fashion 
Technology). Then there is the whole 
'design' revohition (fiom graphics to all 
manner of packaging our exteriors), sup¬ 
posedly led by creative young talent. And 
the manipulation of gender revolts against 
conventional society, incorporating ail 
manner of permissiveness by making it 
too sound ‘creative’, this being the most 
clever use by the media of I he symbolism 
of the femini.st movement Even innocent 
acts like (he endless parade of gifts and 
presents and birthday partie.s are being 
made privy to the all-cncompa.s.sing 
market. Muchot this is at bottom indeed 
innocent, there being nothing wrong in 
giving gifts or enjoying someone’s birth¬ 
day. What IS at .stake is the manner in 
which these things get on one's nerves and 
are then used commercially. 

The role of the mass mitlia in all oi this 
has been exlreinely diabolic, being the 
most potent catalyst of co opting all 
forms of dissent into the paradigm of the 
market. Co-optation through commer¬ 
cialisation of ‘unconventional’ dorumen 
tarics and feature films, countcr-cultura' 
exhibitions, po.stcr wars, the various ex¬ 
pressions of environmental and anti¬ 
science fundamentalism through avant- 
garde journals and ‘seminars’ and video- 
cassettes, the gurti-cult. And above all, 
signing up (ihroogh ri lot of cash) of third 


world economists and social and scien- 
tist.s, many of them Mancist and nationa¬ 
listic, in (he cause of a new theology of 
integration into both a world economy 
and a ‘new world order'. Again at least 
some of the earnest expressions of the 
dissenting mood have a lot to commend 
themselves. It is their becoming so increas¬ 
ingly dependent on the commercial nexus 
which makes them prone to co-optation 
by a global monolith that makes them in¬ 
voluntary partners in its cultural onslaught. 

The basic design underlying this large- 
scale penetration through the market is 
that of suppression of social and cultural 
diversity and the democratic strivings of 
diverse peoples towards a truly pluralistic 
consensus. The massive co-optation across 
nations is also being called ‘consensus’. 
And there is ‘consensus politics' within 
sharply polarised nations like our own 
where prime ministers and presidents 
never tire of using that term. 

Pi-rhaps the most fundamental ajiplica- 
tion of the broad critique presented above 
IS to be found in the environment move¬ 
ment -its big boost and deep defeat; ns 
globalisation undercutting its real cultural 
roots; Its creeping professionalisation and 
marketisatioa Here is one movement 
whose entire rationale lies in recovering 
both nature and culture, which means 
moving deeper into community spaces, 
but which has ended up being more and 
more globalised, moving up and further 
up towards et hereal cerebration. This has 
largely happened due to the increasing 
commercialisation of environmental ac¬ 
tivists Lots of money has been let loose, 
partly because environment is a big thing 
in the affluent west, partly because of its 
being, sought after (for seeking legitimacy) 
by UN bodies and donor agencies, by in¬ 
ternational NC>0.s, many of them flush 
with funds which they do not know how 
to use, and even by governments and 
ministries in large parts of the third world. 
More and more environment-related 
agreements and commissions are coming 
up with more and more funds, the latest 
being the Gbba) Environment Facility 
(GUn to be lundled by the World Bank. 
There are projects galore, some of them 
very good and imaginative but most of 
(hem highly routine and humdrum. 

Apart from more and mote people being 
professionally enticed, environment has 
also become a pastime, a lasure-tinie ac¬ 
tivity, in fact a commodity There are a 
whole lot of young people in this so-called 
‘niovement’, landing an easy job in it, 
living a relatively easy life. The positive 
thing despite all this is the appeal of en¬ 
vironment as a concern to the young in 
all societies. Otherwise it is still largely 
rtxnies.s’and uniaspired. Hence on the one 
hand there still is great possibiliiv of 
builtiing or the energies aril passions of 
the vw'mgcr generation, endowing the 


movement wtn a laaicai ponmmi, wmie 
on the other hand it has been contained 
and rendered impotent by the commercial 
ethic (To some extent this has happened 
to the feminist movement too.) It is an 
issue that takes on people, turns them on 
(including those without any other anten¬ 
nas or roots), appeals to (heir real inner 
selves, yet htxv much of it has been co¬ 
opted and crushed, left high and dry, led 
‘up the garden path—in this lies its crucial 
contradictioa (The most recent major 
event in the aivironmcnt movement was 
of course UNCED held at Rio de Janeiro 
in Brazil, popularly called the ‘Global 
Summit’, the ultimate in movement con¬ 
ferencing, in fact the ultimate in ail con¬ 
ferencing. It also revealed how well move¬ 
ments have become increasingly depen¬ 
dent on not just ‘foreign funding’ but on 
big money Jtouses,'^ in the long run 
threatening to hand over the whole move¬ 
ment to the industrial-bureaucratic- 
technocratic complex.) 

VIA 

ConcluHion 

We can now return to the basic issue 
Behind all the derailing of various 
movements is not just pervasive glubali.sa- 
tion and its various concomitants such as 
consumerism and the commercialisation 
of diverse human endeavours through 
their marketisation, but underlying it all 
is a basic crisis ot vision, a decline of 
engagement with U(opia.s, in a sense an 
end of ‘alternatives’ in the real and com- 
prehen.sive sense of the term. Not just the 
erosion of altcmative centres of power and 
systems of ‘dewlopment’ and governance 
(the collapse of both the socialist and the 
third world ‘poles’) but, though partly 
related to that, erosion of ideological 
perspectives, frameworks of knowledge 
and modes of con.sciousness. 

Wf have to ask; Where do all the grass- 
ixx)ts discussions and efforts stand? What 
has become of IFDA and the ‘Third 
Svstem', rite Aliernativts journal (of course 
it i.v still ceming out, what one means is 
its continuing impact), the various Green 
movements, the Friends of the Earth, the 
Rainforest movement, the Gandhian 
Weltanschauung (Kumarappa and so on), 
the Ecolugm, the third world network 
and so many such other institutional ef¬ 
forts? Basically these have all been part 
of a liberal response to the nation state 
on the one hand and the military-indus- 
irial complex that had undermined libera¬ 
lism on the other. There are of course 
alternatives to the liberal alternative- 
socialist, third worldist ('collective self- 
reliance’). ‘Gandhian’, radical humanist, 
world federalist—none of which arc po 
tent any longa. Most of them still f- -sent 
a distant hope but the hope o ^ceiling 
more and more dis»anl. {Ihe author of 
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this emy his long been atsodtted with 
some of these attempts. I still think that 
human civilisation will go under without 
an alternative vision and perspective, and 
am. despite current trends, trying hard to 
reconstruct one and—frankly—not find¬ 
ing it easy.) 

Fbr a long while this decline in the 
power of the counter-esublishment and 
counter-cultural movements and actors 
under the steady onslaught of mainstream 
forces—or the latter’s capacity to manipu¬ 
late the former into its own grand design- 
had not sufficiently legisteted itself. 
Hence the continuing illusion from which 
activists of various types, their organisa- 
tioiis and networks continue to suffer. 
There have, no doubt, been limited suc¬ 
cesses, e g, in restoring ‘democracy’ in 
some third world and socialist countries— 
glasnost and ail that—though this has not 
been mainly a result of what are called the 
new social movements except for the 
worldwide human rights struggles which 
have been distinctly more o\ertly political 
than the other movements. Or in success¬ 
fully reducing nuclear arsenals though 
even here the initial success has given way 
to a reassertion of militarism as has been 
recently pointed out by Bernard Lown, the 
Nobel Laureate who has been part of the 
movement of physicians for the preven¬ 
tion of nuclear wars. Lown travelled to 
Russia ‘with high expectations’ of an all¬ 
round cessation Tif nuclear testing and 
discovered that, on the contrary, both 
Russia and the US were committed to 
continue ‘weapons-research’ and to co¬ 
operate with each other in the same. As 
was put to him by academician Yablokov, 
one of Russia’s leading ecologists 
within the inner cincle of Ybksin’s advisers, 
“the militaries of both countries are 
conspiring against the people of both 
countries’’.'^ 

In more limited ways there have been 
successes through resolutions and legisla¬ 
tion in the fields of gender rights and 
environment. And most certainly through 
raising consciousness on a wide variety of 
concerns. But what has been dawning on 
us for some time now is that, despite these 
gains, how things have been pretty much 
the same, if anything the hegemonic struc¬ 
tures have become more powerful, major 
sources of challenge to them have bwn 
defeated, alto’native centres of state power 
have been pulled down, the condition of 
the downtrodden has been getting worse, 
‘socialism’ is in disarray, the G-T7 and 
NAM are in a shambles, and so many of 
the NGOs are being used and even made 
to vie against each other. Meanwhile a lot 
of grassioots sectarianism is on the in¬ 
crease, so many individuals are becomina 


competitive with each other, and the 
media eating them ail up. 

Consciousness is certainly on the in¬ 
crease and men and women—and children 
too—are willing to put up a fight against 
dominant structures of iniquity and ex¬ 
ploitation. But if these structures continue 
to remain immune to such pressures from 
below and are indeed burning more 
stubborn given the fact (hat micro strug¬ 
gles have no support from alternative 
macro structures (as these alternative cen¬ 
tres are not around any more), increased 
consciousness ends up becoming a source 
of frustration and cynicism, and in the 
end a readiness to ‘fall in line’. 

Such a state of erosion of hope under 
a regime of hegemonism and homogenisa¬ 
tion, marginalising millions of people and 
major centres of political power, produc¬ 
ing growing vacuums in civil society in so 
many countries cannot' be a matter of 
comfort to any thinking person or system 
of governance, not even to the ruling class 
if the latter has to pursue its task in a 
framework of relative stability and mini¬ 
mum participation of affected interests. 
Lacking the latter, there is going to be 
great uncertainty in the years and decades 
to cpme; Hegemonism per se is no recipe 
for governance or management. A world 
in which there is no real challenge is a 
world deeply adrift. Nothing really can 
work for long. It is indeed a fundamen¬ 
tal condition of a yawning vacuum devour¬ 
ing social spaces—endemic and wholly 
unexpected upsurges, irrational violence 
on the people and by the people, from the 
highest to the lowest, new epidemics of 
poverty and disease, and general loss of 
control. 

Notes 

1 See my ‘Global Historical Context of 
Capitalism and Colonialism’, paper pre¬ 
sented at the National Seminar and Con¬ 
vention in Defence of Sovereignty, New 
Delhi. June 5-6, 1992. 

2 There has always been a large output of 

academic writings asking the US to play its 
'leadership' role This has got a new infu¬ 
sion of late following on the one hand the 
collapse of the Soviet Union and on the 
other hamd signs of economic decline of the 
US. See as just one sample Zbigniew 
Brzezinski, ‘Order. Disorder and US 
Leadership’, The Washington Quarterly. 
Spring 1992. • 

3 Sw the first issue of Alternatives, Vol I, 
No I, 1975 in particular Jimoh Omo- 
Fadaka, ‘The Third Vktey', but the issue as 
a whole 

4 SeethevariouswritingsofSamir Amin, in 
particular Delinking (London; Zed Books, 
1990), MaUeveiotment in Africa and the 
Third MbWd (London: Zed Books, 1990) 


and Bmpitt of Chaos (New York: Monthly 
Review Press, 1992). 

5 On this overall theme but with particular 
reference to the situation in Africa, see the 
brilliant analysis by Mahmood Mamdani, 
‘Africa: Democratic Theory a nd Democratic 
Struggles’, Economic and Political BSsek/jt 
October 10, 1992 

6 On this whole issue see no: ‘Playing the 
Communal Card’, Newsweek, the interna¬ 
tional Edition, December 21, 1992; ‘A 
Moment of Thith* Htndustart Times, Delhi, 
Decembei 23, 1992 and ‘Pluralism and 
Secularism: Lessons of Ayodhya' Econo¬ 
mic ard Mitkal Weekly, December 19-26, 
1992. 

7 There have been many reports on this. See 
for instance ‘National-Parks; New Haven 
for Terrorists’, Indian Express, November 
13, 1992. 

8 These views were expressed by NJ K Nara¬ 
yanan, former director of Intelligence 
Bureau. They were reported in Indian 
Express, Octobei 22, 1992. 

9 It remained largely unrelated to what was 
going on in the ‘east*, given the fart that 
the ‘ecst’ had withdrawn into a vast hinter¬ 
land which was called socialist but which, 
to my mind, was the biggest let-down of 
peoples of the world including ’the workers 
of the world’, this louil alienation from 
world history of the Soviet Union Mnd the 
network of communist parties around the 
woild. Their tragedy can be traced to the 
process of de-Leninisaiion of world 
socialism under Stalin, the biggest culprit 
but not just him. AP those who saw an 
'alternative civilisation’ in a system that was 
clearly counter-civilisaiional were footing 
themselves and others. (Th;re was nothing 
civilisational in Stalin’s puige to kill 14,700 
Poles!) 

10 See Madhu Kishwar, ’Why I Do Not Call 
Myself a Feminist’, Manushi, No 61, 
November-Dccember 1990. 

11 Rajni Kothari, ’NGOs, the State and World 
Capitalism’, first published in Lokayan 
Bulletin, 4(5), October-Deoember 1986, 
republished in State against Democracy, 
New Delhi: Ajanta Publications, 1988. 

12 Hence the far greater rdevanoe of organisa¬ 
tions like Independent initiatives, the 
Federal Front, Bharat Jan Andolan arul the 
human rights bodies like PUCL. and PUDR 
than various alternative development and 
alternative technology institutions though 
no doubt the latter do sometimes raise in¬ 
tellectually exciting questions. 

13 Thus it is interesting that Maurice Strong, 
the highly committed global environmen¬ 
talist who was director-general of UNCED 
had to enlist not just a leading Swiss in¬ 
dustrialist as his advisor but also, in con¬ 
sequence, millions of dollars of corporate 
funding for the environment extravaganza 
at Rio. 

14 Bernard Ixiwn has written on this matter 
in many newspapers and journals; see 
‘Russia and US Rn-foim a Macabie Nudear 
Tango’, Pioneer, October 13, 1992. 
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Value Added Tax and Fiscal Federalism 

A Possible Model for \AT in a Federal Economy 

S Gurumurdii 

Despite 1/4 avowed merits, introduction of VAT in a country with a federal structure is fraught with difficulties 
This paper disi usses this issue with a view to suggesting a possible approach to moving towards VAT in a large 
federal economy such as India 

T he author discusses the various approaches to \AT inrelation tootherformsof direct and indirect taxes and 
desc ribes how < ertain other federal economies have grappled with VAT The issues associated with the s witch-over 
to M/ in the Indian situation are then analysed and a possible model for VAT in India is proposed 


THI lax Reloims Cominmec (TRC) 
headed by Raja 1 C hetliah, in its interim 
report (IWl) pointed out that the basic 
indirect tax at the central level, which 
should be broadly neutral, should in 
course of time cover commodities as well 
as services and that we should move 
towards a value added tax (VAI) covering 
services and commodities In the Commit 
lee's view it smuld hr ideal if tliere were 
one comprehensive VAI replacing the pre 
tent system of central excise, the state sales 
taxes and other indirect taxes except the 
stale Im on alcoholic bquor and the stale 
entertainment lax and the proceeds of the 
tax could be shared between the centre 
and the slates' With these objectives in 
view, the Committee has made certain 
recommendations, both in its interim and 
final reports, to simplify the excise cum 
MODVaI system expand its base, in 
crease its income and price elasticils and 
prepare the giound for a full Hedged VAf 
system at the central level lire C ommitiec 
has recommended that the piesent excise 
tax system should be gradually transform 
ed into a genuine VAI at the manufactur 
ing level, particularly because the govern 
ment of India has qo alter native at least 
in the neai future but to resoit to an ex 
tended form of excise 'axation They have 
recommended extension of the reformed 
central excise to the wholesale stage 
namely, traders who buy from manulac 
turers and sell to oihet manufacturers oi 
traders The C ommntee has recommend 
ed extension ot MODVAI to textiles and 
petroleum products UndtiMandably, the 
reaction of tiade and indii .r> to these 
recommendations has been quite positisc 
because adoption ol VAT could help 
eliminate the cascading ef lects of excise 
and sales tax legimes It was widely an 
tictpated thitf the Central Budget for 
1S>93 94 would incorporate the govern 
ment’s acceptance of these recommenda 
tions especially since significant reforms 
were made in personal income taxation in 
the 1992 9T budget based on the recom 
mendations of the Ikx Reforms Commit 
tec. While the union finance minister as 
could be seen from his Budget speech tor 
1993 94, IS inclined to accept the broad 
thrust of the Chelbah Committee's recom 
mendations on both direct and indirect 

IKM 


taxes, his preference seems to be to move 
towards a value added tax system only in 
the long term. This is evident fiom his 
statement that 'a nationwide value add 
ed tax system cannot be introduced over 
night and there has to be a broad agree 
ment among the centre and the states on 
the design of such a system” In order to 
promote informed discussion and debate 
the National Institute of Public Fmaiicc 
and Policy (NIPFP) has been requested to 
prepare the design of a possible VAI ^ 
I his kind of response is but natural 
despite all its avowed ments, introduction 
ol VAf in a country with a federal struc 
ture IS fraught with several difficulties 
This paper examines these issues in some 
detail with a view to suggest a possible ap 
proach to move towards VAT in a large 
federal economy like India the US and 
C anada though us focus is on the Indian 
setting The paper is divided into three 
sections The first section discusses 
saiious approaihes to VAT in relation to 
other forms ol direct and indirect taxes 
like coiporate income tax and excise duty 
respei tively The second section describes 
how certain other federal economies have 
grappled with VAT in their respective 
countries I he third and final section 
analyses issues asscKtated with the swiidi 
over to VAT in the Indian situation and 
thi n prcKceds to propose a possible model 
for VAT in India which could possibly be 
considered lor other federal cco'lomIe^ 
like the US and C anada 

I 

\AT in Relation to Certain Direct 
and Indirect laxei* 

1' IS true that the emeigence ol VAT as 
a highly buoyant and elastic source of 
revenue in a period of just 30 years is 
something unprecedented in the history of 
taxation VAT has been rightly described 
as the Mata Han of the tax world To 
quote Alan Tait, ‘the history of taxation 
reveals no other tax that 1^ swept the 
vrorld in some 30 years, from theoiy to 
practice, and ha> carried along with it 
academics who were once dismisstve and 
countries that once rejected it’ ^ VAT has 
been adopted by as many as 70 countries 


in the world athcr on their own oi on the 
advice of the IMF and it has been univei 
sally acknowledged os a nat lonal sales tax 
which IS evasion proof The linaniial 
Tunes (London) was not exaMerating the 
growing importance of VAT but was only 
stating a giound reality when, in its cen 
tennial review, it observed, ‘ I he economic 
and lecbnologiial changes of the second 
half of the century have made VAF the 
quintessential modern tax I uri her it an 
ticipated that if the trend towards higher 
VAT rates and fewer exemptions con 
linued, ‘the VAF would supplant the 
income tax as the most inipoitant single 
source of revenue for several goveinments 
bv the end ol the century '* 

(I) What IS Mf" 

VAT IS a tax levied on the value added 
in each stage ot the production and disiri 
bution prcKCss and can be aptly defined 
as the ultimate foim of consumption tax 
ation In fact VAT is an alternative wai 
ot collecting a tax on consumption expen 
dilute' VAT can be looked upon as a 
multi stage lax which produces a yield 
equivalent to that ol a single stage retail 
sales tax in other words VAT is a tax 
which IS levred in lieu of the cascade type 
turnover sales tax The alleged preference 
to VAT over sales tax arises from the tact 
that It could help dispense with the 
cascading effects ol the turnover sales tax 
system which suifers from the snowballing 
incidence of tax ovei rax as the taxed pro 
duct passes from the manufacturer to the 
wholesaler and Irom the wholesaler to the 
retailer Most of the countries which have 
opted for VAT have only levied it in lieu 
oi either cascading turnover sales taxes or 
excises These include Argentina, Austria, 
Belgium, Brazil, C hile, Deranark, Federal 
Republic of Germany lieland, Israel, 
Italv Koiea, Uuxumberg, Mexico, Nether 
lands No.wav. South Africa, Spam, 
Sweden, Taiwan and United Kingdom 

(ii) VAT as Subslilulefor Lorporaiion Tax 

VAF has also been viesved as a possible 
replacement for the corporate income tax 
or what we call in India the corporation 
lax The atgumenu in favour of this 
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system include claims that border tax ad¬ 
justments (export rebate and compen¬ 
sating import duties) under the General 
Agreement on Ikriffs and Hrade (GATT) 
are allowed for the VAT, but not for the 
corporate income tax, and the assumption 
that corporate savings and investment 
would witness a substantial increase if 
VAT were to replace the corporate income 
tax. However, as pointed out by McLure, 
there was a “glaring contrast between the 
neutrality of the ideal VAT and the non¬ 
neutrality of the corporate income t^ 
which discriminates between the incor¬ 
porated and unincorporated sectors of the 
economy, against equity financing and the 
use of capital in the incorporated sector, 
and between industries’’.^ In spite of its 
alleged advantages, McLure held that 
while the elimination of the corporate in¬ 
come tax might create “enormous lax 
haven in retained earnings’’,^ the tax 
haven itself might distort economic deci¬ 
sions in important new ways. Secondly, it 
is virtually certain that any tax on value 
added would contain exemptions for those 
items which are administratively difficult 
to tax and it m ight well also contain ex¬ 
emptions to reduce the regies.sivity of the 
value added tax. For these reasons McLure 
wondered whether the gain in economic- 
efficiency resulting from the tax substitu¬ 
tion would be great, a matter which had 
to be probed further. Besides, McLure was 
against substituting a VAT for the cor¬ 
porate income tax due to the regressiviiy 
of the VAT; like.^ny general sales tax, the 
VAT would take a decreasing share of in¬ 
come as income rises and thus would im- 
po.se a proportionately heavier burden on 
low income families than on high income 
families. In McLure’s percqition, simple 
substitution of a VAT for the corporate 
income tax without cither taxation of 
capital gains or low income relief would 
be completely unacceptable on equity 
grounds. .Around this time (1972) the 
Nixon administration in the US was toy¬ 
ing with the idea of a federal tax on value 
added, the revenue from which would be 
used to relieve the burden of the then ex¬ 
isting local property taxes used to finance 
public education. Considering the several 
faults associated with local property 
taxation involving several court cases, 
McLure felt that Nixon's proposal would 
be preferable to the alternative of cither 
forgoing badly needed public services or 
continued reliance on the property tax. 
While McLure viewed imposition of a 
federal VAT to replace lost property tax 
revenues as distinctly inferior to replacing 
these revenues through reform qf the in¬ 
come tax system, he felt that the question 
whether any future American sales tax at 
the national level should uke the form of 
a VAT or a retail sales tax deserved far 
more explicit consideration than it had 
thus far received. 


VAT as an alternative to the Corpora¬ 
tion Ihx has also been examined in the 
Indian context by Kiran Barman and 
Usha Bisonoi.* VAT has been looked 
upon as one combining the advantages of 
bring a general tax, without the disadvan¬ 
tages of extended input taxation. As it 
“does not promote vertical integration so 
long as there are no exemptions t8 impor¬ 
tant sectors in the middle of the chain of 
production, it is helpful for the efneieni 
and fast growing companies”. As such, the 
VAT is considered conducive to efficiency 
since a firm is not exempted from its tax 
liability even if it falls into a loss since it 
pays tax not on its profits but on the value 
produced, it tries to improve its perfor¬ 
mance and reduce the cost of production. 
Thus “it would also bring in an increase 
in net capital formation by releasing in- 
vcstable resources to the more efficient 
sectors of the economy”. It is common 
knowledge that underjhe existing struc¬ 
ture of corporate taxation, corporation tax 
is payable only by those companies which 
make profits and that companies which 
make losses are exempted from tax in spite 
of the fact that “they use the resources of 
the nation in the .same way in which the 
profit making firms do”, in the case of 
VAT, however, companies or corporations 
will try to “aonomise on their pay roll 
(wages and salaries) and also in the con¬ 
sumption of raw materials. Incentive to 
invest will increa.se in the case of efficient 
corporations because their capacity to 
save will increase on account of lower tax 
rates under the v.\T'.’’ For replacing the 
corporation tax by VAT, rhe caiculations 
made by Saravanefor 1969-70 showed 
that the latter could have been at 13 per 
cent while the effective rate for the former 
was 46 per cent. “Thus tax evasion is also 
reduced mainly because the tax is divided 
into parts with (he result that the incentive 
to reduce the lax by any one firm is reduc¬ 
ed and it is in the interest of a firm to 
account for the taxes paid by the earlier 
firms through which the inputs have 
come; otherwise the firms would have to 
pay the lax itscll. If any firm, therefore, 
understates its output, it would be caught 
by the disclosures of the firms buying in¬ 
puts from this firm. This type of cross- 
auditing enables the authorities to plug 
the leakages” Saravane has emphasised 
that VAT in lieu of corporation tax or as 
a supplement to the corporate profit tax 
was relatively more acceptable. In substi¬ 
tuting for the existing corporation profit 
lax, there would be no additional ad¬ 
ministrative cost because the number of 
companies registered as tax payers would 
remain the same: “The introduction of 
TVA (Tkx on Value Added) as a supple¬ 
ment to corporate profit tax can be 
relatively less cumbersome, and it would 
turn out to be a tax with high yielding 
potential as a small change in the rate can 


be expected to yield large revenue to the 
exchequer. Ibis aspect gains in impor¬ 
tance in view of the need for mobilisation 
of additional resources for financing 
plans!’" 

However, adoption ol VAT in place of 
corporation tax would pose a difficult 
task in a developing economy. In the first 
place, introduction of VA'l would auto¬ 
matically bring within the tax-net those 
companies which have zero or negative 
pre-tax profits. A .study made by the 
Reserve Bank of India in respect of the 
finances of 1.501 medium and large public 
limited companies showed that during 
1970-71, out of 1,501 public limited com¬ 
panies, 36.5 or nearly one-fourth made 
negative pre-tax profits and out of these 
365 companies, there were hardly a frtr 
which added no value during the course 
of their operations. Under V^T system, 
however, even these companies would be 
liable to pay something which could pro¬ 
ve to be a great burden for them. Accor¬ 
ding to a school of thought the policy of 
avoiding taxation of investment goods 
under the VAT could be advantageous for 
developed countries but would not be a 
good policy option for a developing 
economy like India where there is need for 
encouraging labour-intensive production 
techniques. Since the VAT is like a turn¬ 
over tax or .sales tax, it has been appre¬ 
hended (hat It may have an adverse im¬ 
pact on the price level at least in the short 
run because the VAl would be shifted to 
consumers in the form of higher prices 
and in the pioccss fuel inflationary 
pressures in tlie economy. Moreover VAT 
requires a complete change “not only in 
the existing structure of corporation lax 
but also in the approach to the Indian 
economic development”, it has been held 
that if the government tries to adopt a 
single rate VAT, workers, shareholders and 
landlords will have to pay the same pro¬ 
portion of their wages, dividends, rent 
(provided there is complete forward shif¬ 
ting of the lax). Barman and Bisonai 
finally conclude that there is no need for 
substituting the existing corporation tax 
by the VAT while there is a need to 
simplify the corporation lax structure and 
minimise ad hoc changes therein.'^ 
Besides making the VAT regrc.ssive, there 
are practical problems in bringing within 
the ambit of VAT a large number of small 
businessmen who maintain no proper 
records. The fact that the scheme of 
presumptive income tax introduced in the 
last year’s budget (1992-93) for small 
traders and businessmen in India has been 
practically a non-starter confirms this 
position. 

(iii) VAT and Excise Duties 

That VAT is levied on a price which is 
inclusive of customs and excise duties is 
a fundamenul principle in the theory of 
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(he value added tax sysiein While VAT 
could be levied as well excluding customs 
and otcise duties, it is administratively 
more convenient to levy the VAT on the 
all-inclusive base and then make adjust 
ments tor the exiise duties, if necessary, 
inasmuch as the customs and exc ise duties 
ate levied telalively eaily in the produc 
tion pitxess as nyhtly pointed out by lail 
On the othei hand, less ol excise dunes 
on a base irx hiding \Af would be ad 
ministrativciy cumbeisomc Whenever a 
VAI IS started the excise duty rates are ad 
justed III su<h a ssay that the letail piice 
ot excisable commodities including VAT 
and cxsisi diitiis docs not change I sen 
though India inirodiiied a modilied ver 
Sion ol VAI called MOOVAI in I9gs 86, 
H needs to be nieniioned that MOOVAT 
IS not a VAI in the true sense of its term 
To quote fan, ‘India has introduced a 
MODVAI which is not a VAf but a 
federal excise lo get aiound the powcitui 
inicre*sis ol the slates and their state lalts 
taxes’”' Despite the established posiiu'n 
that a value added tas is le-vied in leplace 
nieni ot ihe cascading turnovci sales lax 
whii h IS adniinisiered bv states VAI has 
b«‘cn generally p.cscribcd as a It derails 
levied tax, presumably with a view to 
ensure umlormilv in commexlitv taxation 
throughout the cesuntty Accx>rding to this 
school, introduction of VAI iii a iedcial 
economy would nivaiiablv lequnc the 
slates to surrender their powers of sale< 
taxation lO tlx ledtial gostrnmeni I ater 
in this papei vw have questioned the logic 
behind ihis popnlai international ap 
prodch lo VAI As sales tax is the single 
largest source ot reseiiuc to almost all the 
states in India, ans move to leplacc i( by 
aceiitul VAI could have >eriou> political 
repercussions I he lax kcloriiis < omniit 
tee, fully seized ol this piedicament, has 
madca guaided recommendation that ad 
mimstiatively it wc^uid be moic convenient 
if VAI at the wholesale stage is colhctc’d 
by the sales tax depaitnient of the states 
concerned in close co operation with the 
olficeis ol the central excise depaitment 
and the amount ol \Af collected could 
be allowed to be retaiind bv the stale 
where it is t ollected 
The commiilcc has turther "xommend 
ed that the central VAI can be levied with 
the to operation oi ihe siaics which tan 
be persuaded to accept this lev v, because 
their own right to lew the sales tax on 
goods will in no was be circumscribed and 
at the same iiine they will get the entiie 
revenue liom VAI at the wholesale stage 
As regaids sales tax, the ccxiimittce is ot 
the view that this lax could be converted 
into a form of state VAI within the manu 
lacturing sector and there would he no 
need for levying sales tax at mote than two 
rates, since the distiibuttonal and other 
non levenue objective could be left to be 
performed tyy the central taxes which 


would apply uniformly throughout the 
country With these recommenttetions, the 
e'ommittec has tried to protect the interests 
of the slates Tbese measures adonc, in our 
view, would not be sufficient for a satis 
factory switch over lo a VAT in the con 
text of fiscal federalism in India Before 
we take up this question lor a detailed 
analysis, it would be useful if we look at 
me experience of other (edcrations in this 
lespeel 


II 

A|>|>n>arh ttmanis \AT in <hher 
Federal Economies 

(i) lideial R)’puNu of herinum 

In Ihe Federal Republic e»l fiermans 
VAI IS handled bv the slates who collect 
the tax at unitorm rales fixed hv the 
ledeial government and the total VAf 
revenue is shared between the federal 
govcinmeiu and ihc slates roughly in tli*' 
ratio o( 7010 w nil sume special provisicms 
lor a larger share lot cconomicallv weaker 
stales Ihe siuring between ihe federal 
goveinmeni and the states is levicwtd 
periodically and rtfixed through prolong 
cd and fanly difhcult negotiations Hail 
ing this system as the simplest piactiial 
approach' Ian has recommended this as 
ihc jiictcrrcd option’ foi VAT in a federal 
structure ” VM <hdll have an occasion to 
examine this view in the final seelion ol 
this papei 

(n) Hru 1 / 

Piuir to 1988 the Brazilian VAI system 
v.a' similar toilie Ciertnan system in the 
sense that ilic Icckral government detei 
mined ihc base aid la'es Howevei ilic 
VAI base in Brazil wai much smallei as 
Items like agiicutiurai inputs, minerals, 
fuels Itesh lood and several services had 
been excluded Uiazil levies 11 per i cm lax 
on inter slate sales and 17 per cent on 
inlid slate sales I iiriliet, while the federal 
government Icvus the VAT on niaiii'fac 
turers' inter Mate iiade, Ihc nates 
themselves levy ilu inira state V\i up to 
the iciail sales Ihe lower rate ol tax for 
out ol state nits fixed mainiv to satisfy 
the cunsuma slates, leads to certain 
adrninistralise complications and conse 
queiitly to tax evasion I his system, 
however, is not admimslrati’ely Itasible 
since Ihe end user is generally tempted to 
buy out of state due to the lower tax rate 
of 11 per cent rather than within the state 
at a lax rate ol 17 per rent Moreover, 
a turn purchasing any of the seveial tax 
exempt inputs will have less credit to oil 
set against its VAI liability on sales than 
It should and the VAT on its value added 
will Of much higher While this could be 
lustificd lo some extent, there is a constant 
eonfln t between producer and consumei 
states Modifications to the Brazilian con 


stitution introduced in i9t8 have em¬ 
powered the slates to set (he state VAT 
rales themselves and graduac them accor¬ 
ding to their ndividual assessment of the 
importance of goods and services Under 
the new system, the states are to get 75 per 
cent of the revenue fiom the state VAT and 
the balance 25 per cent would go lo the 
municipalities We shall have an oppor 
tunitv to refei to the Brazilian model in 
the thud section ol this paper 

(in) Mextto 

I here are II stales and a federal distnci 
in Mexico and it is the stales who are in 
charge of collection and admimstration of 
VAI in Mexico and reimt the entire resenue 
to the federal government and gel in 
return 19 percent of the collections Even 
though the model is similar to that of the 
Icderal Republic of Geimany, dispiopor 
tionatcly lower share in VAT revenue to 
the states is a dampening factor lor the 
elficicncy in collection The Mexican 
revenue sharing formula is based on 
economic conditions in different states 
1 he redistribution formula does carry a 
weight lor the VAT collection flloits of 
Ihc slates, clforl being uefined as the ratio 
ot change in the particular state to the 
total change in collection I n practice, Ihe 
rewatd hardly works out to one per cent 
of the colicctons introduction of VAT in 
Mexico has also left the states rather unen 
ihiisiastic about sales taxcolleciioiis pure 
ly lor the benefit of ihe federal govern¬ 
ment I uither the federal district, despite 
accounting lor 50 pet cent of the tax 
payers, collects ortly 20 per cent ol the 
revenue Ihc collection elficiency also 
varies substainialiy from state to state bul 
these problems are more institutional in 
character and not in any way attributable 
to the slriicluie or administration ot VAT 

(iv) Argentina 

Argentina has chosen a lederal VAT ad 
ministered by the fcdeial government 
under which the tax revenue is shared with 
the states, using a revenue sharing for 
mula The Argentine VAT system suffeis 
from a major flaw in that the powers en 
joyed by the states to giant exemptions 
undei the lederal VAT lead to erosion of 
the fcdeial tax base 

(v) Australia 

The Australian wholesale tax system is 
considcicd to be complex, inequitable and 
inefficient’ “ While Australia for 
sometime toyed with introduction of 
either a retail sales tax or a VAT in order 
to mobilise more revenue and reduce per¬ 
sonal marginal income tax rates, it finally 
gave up both options and deaded to ex¬ 
tend the existing wholesale tax and levy 
a separate tax on services. The alleged 
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high administrative and compliance costs 
associated with VAT, relatively larger 
scope for tax evasion compared to retail 
sales tax, overstated claims for tax credit 
as a potential loophole and concerns ex¬ 
press by trade unions regarding regres- 
sivity of VAT have been cited as some of 
the reasons for Australia deciding against 
VAT. However, according to some others, 
the real reason against introduction of 
VAT was the far greater lead time re¬ 
quired, of the order of additional 12 
months, for getting approval of parlia¬ 
ment as compared to retail sales tax as it 
would be practically difficult to get any 
law passed through parliament which has 
a term of only three years in Australia.'^ 

(vi) Canada 

Canada, like Australia, relies on an un¬ 
satisfactory manufacturers’ tax which is 
generally believed to involve distorting 
cascaded tax elements in exports. Again 
fiscal federalism has been the main stumb¬ 
ling block in switch over to a VAT in 
Canada: all except one among the II pro¬ 
vinces in Canada have substantial inde¬ 
pendent retail sales tax which they ate 
reluctant to give up. In 1987, the Canadian 
authorities published a proposal for .sales 
tax reform suggesting three possible sales 
taxes. The fust and most preferred option 
was a 'national sales tax’ which represents 
a direct-sublractivc-accounts-ba.sed VAT 
(the business transfer tax) based on com¬ 
pany accounts bccau.se its effects on prices 
would not be explicit and a retail sales tax 
could still be levied in addition to it 
Under this system, while the tax would be 
at a single federal rate uniform throughout 
the country, the provinces would have 
some flexibility to levy their own local 
variants on the rate. Thus if the federal 
rate is 8 per cent, Newfoundland could 
supplement this with a provincial rate of 
2 per cent while British Columbia could 
levy 3 per cent. Provinces which decide to 
have no truck with the .sales tax would be 
taxed at a zero rate. I he tax would be 
federally administered ba.sed on accounts 
by the Income Ihx department. The Cana¬ 
dian authorities claim that the national 
sales tax system would be revenue neutral; 
the final tax collected on a product would 
be the same as it would be under a com¬ 
bined retail sales tax in the province in 
which the goods are consumed. Tax¬ 
payers, however, as Ihit points out, would 
face a tax return with II columns, 10 for 
other provinces and I for exports for both 
inputs and outputs which would make the 
system administratively quite cumber¬ 
some. If only the co operation of pro¬ 
vinces could be secured, the federal 
authorities are confident of making a suc¬ 
cess of the system by going ahead with 
either a federally administered direct- 
subtractive VAT or a straightforward 
VAT.'* The major difference between the 


two alternatives is that the direct- 
accounts-based tax would necessarily im¬ 
ply a uniform base and a single rate VAT, 
whereas the second option could involve 
exemptions and multiple rates. The na¬ 
tional sates lax involves both federal and 
provincial agreement on the base but 
allows different rates, while (he federal- 
only goods and services VAT is simple to 
operate, but cannot accommodate exemp¬ 
tions and multiple rates. The difficulty of 
reaching a satisfactory agreement with the 
provinces, apan from the usual apprehen¬ 
sions regarding regressivity and price ef¬ 
fects, has probably been the major factor 
inhibiting Canada from adoption of the 
VAT.” 

(vii) United Stales 

United States, with a federal structure, 
provides an important case study for con¬ 
sideration of VAT for a federal economy 
in general and India in particular. Even 
though the US has been interested in VAT 
for the last 30 years, introduction of VAT 
in the US does not seem to be anywhere 
near the horizon. The main rca.son for this 
phenomenon is that the US does not 
merely appear to be satisfied with its ex¬ 
isting states' retail sales taxes but the 
Itossibility of i he federal government usur¬ 
ping the powers of the states’ powers of 
sales taxation has been keeping the US 
away from VAT at a respectable di.stance— 
a factor which should not escape atten¬ 
tion while conlcmpbting a design for VAT 
system in India. In the late 70s, Con¬ 
gressman Ullinan came up with a pro¬ 
posal for VAT to replace part of the 
payroll tax, personal income tax and cor¬ 
porate income tax for $52 billion, $50 
billion and $28 billion respectively. This 
proposal was subject to a great deal of 
public debate even after 1980 when 
Ullman lost his election. In 1981, Charles 
Mclmre proposed that if there were to be 
a division in favour of a federal sales tax, 
it might be preferable to go in for a federal 
retail sales tax rather than to experiment 
with “a new and unfamiliar form of sales 
tax, the VAT”. Charles Galvin made a 
fruitless attempt in 1983 to convince the 
public that a 10 per cent VAT on all pur¬ 
chases would not only finance the defence 
budget but help to balance the budget as 
well.^' In 1984 Richard Lindhoim pro¬ 
posed that the corporate and personal in¬ 
come taxes as well as the estate taxes could 
be replaced by a VAT at 15 per cent and 
a net worth tax at 2 per cent under which 
the VAT would become the major source 
of current revenues while the role of Ihe 
net worth tax would be to inject better 
equity into the tax structure than the pre¬ 
sent direct taxes.^^ In 1985, Senator Roth 
opted for a Business Transfer Ihx (BTT) 
using the direct-subtractive method under 
which all traders with a turnover exceeding 
$10 million. «cept retailers, were to sub¬ 


tract inputs &'om outputs leaving value 
added, namely, wages and profits, to bt 
iaxed.“ This VAT would be available not 
only for being rebated on exports but also 
would be eligible for a credit against the 
social .security tax. However, this proposal 
suffered from a serious flaw in the sense 
(hat it would metamorphise an indirect tax 
into a direct tax, leading to violation of 
export rebate regulations under the GATT. 

We would now like to look at various 
possible options proposed for a US VAT. 
Dne such option would be to continue the 
existing stale retail sales (axes parallel to 
a federal retail sales tax. The rates of sales 
tax levied by states in the US arc around 
5 to 7 per cent. For a Jedcral retail sates 
tax system to be viable, (he federal rate has 
to be a minimum of 5 per cent without 
which It may not be possible to cover the 
costs of establishment and the Collection 
machinery. In that event the combined 
federal and state retail sales taxes would 
be 10 (ler cent or more which would pro¬ 
ve unduly excessive. Besides traders would 
face increased handling costs “unless 
exemptions, lax periods, returns, audits 
and penalties are made identical”.’■* If 
they were 19 be made uniform then one 
could question the need for two separate 
ia.\es. The second option is to continue the 
existing state retail sales lax in combina¬ 
tion with a federal VAT. This would again 
involve traders having to file two separate 
returns "taxing diffeieni goods and ser¬ 
vices with differing exemptions”;’* some 
goods may be subject to state retail sales 
taxes and some subject to federal tax and 
some both. Further in the US. by a court 
ruling, mail order traders arc exempt from 
any obligation to collect taxes from out 
of state purchases unless the trader has a 
business presence in that state, which gives 
the mail order trading houses a corapeti- 
;ive advantage over others.''' The com¬ 
bination of state retail sales tax and a 
federal VAT may not only be pragmatic 
as it would in all likelihood be opposed 
by commercial interests but could also 
lead to certain amount of cascading. The 
third option is to combine state VATs with 
a federal retail sales lax. This possibility 
too has been considered impractical on 
two groundsi viz, the states in the US 
would loath to migrate from their present 
state retail sales tax towards a VAT system 
and different stales’ VATs with different 
bases and different rates could invariably 
lead to several administrative bottlenecks 
in the inter-state sale transactions. The 
fourth option is a combination of federal 
and state VATs. It has been alleged that 
this option could also run into difficulties 
if different states decide to levy different 
rates of VAT. The VAT content of the 
commodities subject to inter-state and 
intra-sute sales could be different depen¬ 
ding on the state in which the goods 
originated, viz, tax credit on each invoice 


nil 





could be quite difTeirnt for identical 
goods if they had originated in different 
states. As otwrved by Ihit, it may not be 
possible for traders to apply the joint 
federal and state VAT rate to inputs for 
getting credit against VAT liability on 
sales, as their state VAT rate could differ 
front the VAT rate of the exporting state: 
‘Hhere is no way out of this dilemma 
unless full harmonisation of rates and 
coverage is obtained’?’ 

After examining the pros and cons of 
various such alternatives, Tait concludes 
that in a federal structure the preferred op¬ 
tion to implement a VAT system would be 
to adopt a form of revenue-sharing on the 
lines of the one prevailing in the Federal 
Republic of Germany-^ This would in¬ 
volve the states surrendering their sales tax 
powers to the federal government and in 
return settle for a share in the VAT 
revenue. While this system might work 
smoothly in the Federal Republic of 
Germany, it is doubtful if the .same could 
work in a large federal system like the US, 
Canada or India with slates giving up 
their sovereign powers of sales taxation 
not to speak of difficulties associated with 
working out a mutually acceptable revenue- 
sharing formula. Even in Federal Republic 
of Germany, the negotiations between the 
federal goverrsnent and the states (Lander) 
in the matter of revenue-sharing have pro¬ 
ved prolonged, difficult and sometimes 
even painful. Further the states would 
have no latitude to use different rates or 
different bases. McLure felt that this 
method did not appear to be “an appro¬ 
priate oi politically viable solution to the 
issues of inter-governmental relations’’.** 
The second-best solution, according to 
Ihit, is to use federal and state VATs on 
the same base, with the same definition 
and treatment of goods and services where 
the traders would register only once, com¬ 
plete the same forms, and make a single 
return.^ This again would require sur¬ 
rendering the powers of sales tax by the 
states to the federal government and 
therefore may not be practical. If different 
rates vvere allowed, it would lesult in states 
with low tax rates finding their meichants 
importing inputs from high tax states off¬ 
setting their input liability and effective¬ 
ly reducing their VAT liability and the 
state revenue. Tait has suggested switch¬ 
over to a direct subtractive method of 
calculating VAT as a possible solution to 
this problem. Under this system, “each 
trader in each state would calculate his ac¬ 
tual value added for his accounts, and the 
federal and state VATs could be levied at 
whatever rates were wanted’’.” For this 
method to work, it is necessary that the 
VAT should be calculated by the income 
tax authorities from the same accounts as 
the corporate income tax. this procedure, 
however, will change the character of VAl 
from a sales tax (indirect tax) to a direct 
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tax w butiiMss and would amount to con¬ 
travening the GATT legulaiions. Further, 
as McLuie observes “Imports would be 
diverted through the states with the lowest 
TVA (tax on value added) rales and ex¬ 
ports through the states with the highest 
rates’*.« 

Nevertheless VAT continues to engage 
the attention in the US as a means of 
generating an increase in net revenue and 
reduce government borrowing: 

Interest in the... VAT... will increa.se as (he 

Gramm-Rudman-Holtings targets for 

deFcit reduction become increasingly dif¬ 
ficult to achieve through budget cuts.^’ 
Alan Ihit sums up opposition to a US 
VAT as follows: 

(i) L.iberals oppose VAT on grounds of 
regressivity. 

(ii) Conservatives fear the VAT as a 
‘money machine’. 

(iii) Both liberals and conservatives 
worry that a VAT would he inflationaiy. 

(iv) State and local officials are con¬ 
cerned about a VAT’s intrusion into their 
traditional preserve for raising revenue. 

(v) Both federal and state officials fear 
that the VAT would be an administrative 
nightmare.^ 

The interest in VAT has gathered more 
momentum in the recent years in the US 
mainly due to the fact that it does hold 
out potential for augmenting the federal 
revenue. Introduction of VAT in the US 
could possibly help financing social 
security, encourage savings and pave the 
way for restructuring of the direct taxes, 
it has been estimated that a general S per 
cent VAT could yield US S70 billion in 
1988 and a VAT exempting food, housing 
and medical care could yield US S40 
billion. Ncverihelc.ss, introduction of VAT 
in US is strewn with hurdles mainly imp¬ 
inging on fiscal federalism as the states 
would not like to give up their sovereign 
powers of sales taxation. President Clin¬ 
ton is reported to have recently stated that 
he has not been convinced that a nation 
wide VAT would be necessary: “I have 
nevei been convinced that we’ve had to gc 
ic a VAT tax; we have some significant 
reservations about it”. Let us now proceed 
to examine the possibility of introducing 
a VAT in India which could also provide 
a suitable model for a US or Canadian 
VAT. 

Ill 

VAT in the (lontext of Indian 
Federalism 

The above discussion was mainly in the 
context of a possible VAT for the US but 
several difnculties associated with the 
various options broadly hold good for a 
country like India or even Canada with 
a federal structure and similar powers ot 
taxation enjoyed by the states. In fact the 


problem of introducing VAT in India 
would become far more difficult since 
sates tax happens to be the only elastic 
source of revenue available to the states. 

As mentioned earlier, thelkx Reforms 
Committee (TRC) has observed that it 
would be ideal if one comprehensive VAT 
could replace the present system of cen¬ 
tral excise, slates’ sales taxes and other 
indirect taxes except the state levy on 
alcoholic liquor and the state entertain¬ 
ment tax. Houever, it is the translation of 
this theory into practice in the context of 
fiscal federalism as it operates in India 
which is an extremely difficult and deli¬ 
cate task. In the field of commodity tax¬ 
ation. the Coastitution of India has 
assigned the powers of customs and excise 
taxation lo the central government with 
the exception of excise on alcoholic liquor 
while the states have been gi ven the powers 
of sales taxation. Before examining the 
question of introducing a VAT in India, 
it is not merely useful but quite necessary 
to understand and appreciate the nature 
and import of these two levies. There is 
no essential difference between the two 
from the angle of incidence on the con¬ 
sumer but it has lo be recognised (hat the 
two taxes are not identical or inter¬ 
changeable and there arc some basic dif¬ 
ferences between the two levies. In the first 
place, an excise is a levy at the production 
point whereas a sales tax is levied on a 
commodity at one or more points of sale 
or purchase between the stages of produc¬ 
tion and final consumption. On the other 
hand, there could be only one stage at 
which any particular commodity com¬ 
pletes its production process and therefore 
the incidence of an excise duty should 
theoretically be only at one point. Since, 
however, the compionent parts of the com¬ 
modity could have themselves been the 
.subject to exdse duty, an excise duty on 
the final product could in practice involve 
a multiple duty on the components unless 
the duty is ba^ on the value added com¬ 
ponents only. It was with a view to 
eliminate cascading in the incidence of 
excise duty that government of India 
introduced MODVAT—a subject to which 
we rclerred to briefly earlier. We have dealt 
with MODVAT in detail later in this sec¬ 
tion. In the case of sales, the same com¬ 
modity might pass through various stages 
of sales, making itself .susceptible to sales 
lax at more than one point, depending 
upon the system of the sales tax levy. 
While an excise lev-y ends at the produc¬ 
tion point and does not take into account, 
even indiiccily, elements of cost (hat are 
incurred after the production stage, e g, 
freight, insurance, distribution charges 
and the like, a sales tax is on a much more 
comprehensive concept of cost and touches 
not merely the cost at the production 
point, but also subsequent elements in¬ 
cluding profits and the excise duty itself. 
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This aspect also toudied upon Jn the 
earlier section on VAT and excise duties. 
It should also be recognised that the ex¬ 
cise duty in India, being a union levy, does 
not differentiate between one region and 
another and is uniform throughout the 
country while the sales tax system and the 
rates of sales tax differ from state to state. 
Again, while most of the excise duties arc 
specific, sales taxes arc ad valorem levies 
with the result that during a period of 
high inflation, the sales tax yield auto¬ 
matically goes up, other things remaining 
the same, in certain countries where ex¬ 
cise duties are exclusively reserved for the 
centre, the levy of sales tax by states has 
been held to be' unconstitutional on the 
ground that they arc substantially the 
same as excise duties. Similarly the ques¬ 
tion has also been raised whether the ad 
valorem excise duties are not really sales 
taxes. As pointed out by the Fourth 
Finance Commission, the point that needs 
to be noted is that despite all these 
similarities both taxes have “distin¬ 
guishing features” and both have “a 
positive place in a comprehensive system 
of taxation and are expressly mentioned 
in our Constitution”.'' 

During the last 4S years, union excise 
duties and state sales taxes have expand¬ 
ed substantially exhibiting phenomenal 
growth and buoyancy, in 1950-51, the 
aggregate yield from the two levies was 
roughly Rs 128 crore, representing 1.3 per 
cent of the national income during that 
year. By 1963-64, this level went up to 
Rs 998‘crorc, accounting for 5.8 per cent 
of the national income. By 1989-90, it rose 
to Rs 37,466 crore accounting for 10.57 
per cent of national income. Among the 
tax receipts of union government, the 
excise receipts occupy the most dominant 
position and account for 43 per cent of 
the total tax receipts of the centre as com¬ 
pared to 16.3 per cent during 1950-51. Thk- 
ing all the states together, the yield from 
state sales taxes in 1950-SI was around 
Rs 60 crore, accounting for 27.5 per cent 
of the aggregate state taxes. During 
1991-92, the sales tax revenue represented 
around 54 per cent of the total yield from 
state taxes In the structure of the state 
finances, the position of sales taxes is 
broadly similar to union excise duties in 
the case of the uniorr finances, though the 
relative importance of the sales tax dif¬ 
fers from state to .state. Sales tax is the 
single largest source of revenue to almost 
every state government accounting for 
about 60 to 70 per cent of the states' own 
tax revenue in the case of several states as 
could be seen from the table. That the 
share of sales laxe.s in the total tax- 
revenue of the centre and the stales has 
increased from 12 per cent in 1960-61 to 
about 21 per cent at present bears elo¬ 
quent testimony to the growing impor¬ 
tance of this tax in India. As a percentage 


of the total tax-revenue of the states in¬ 
cluding their share in central taxes, the 
share of sales tax has increased from 26 
per cent in 1960-61 to around 38.5 per cent 
in 1989-90. Most of the suies levy tax on 
raw materials as well ,as other inputs. 
Sequel to the amendment to the Constitu¬ 
tion in 1982, sales tax has become leviable 
on work-contracts, hire-purchases and 
leases though this has been challenged in 
the courts of law. Among the various 
incentives offered by state governments to 
encourage growth of industries, sales tax 
concessions ei iher as deferrals or conces¬ 
sional rates are quite signiHcant. Such 
concessional rates of sales tax or exemp 
tions are available for small scale and tiny 
industries in nine states and medium and 
large industries in twelve states. In addi¬ 
tion to the general sales tax, central sales 
tax is collected on all inter-state trans¬ 
actions. 

The Fourth Finance Commission, 
which was called upon to measure the 
combined incidence of these two taxes and 
the effect of t he incidence on production, 
consumption or export of the commo¬ 
dities taxed, examined the possibility of 
determining the proportion that the com¬ 
bined money burden of union excise 
duties and sales taxes bore to the sale price 
of each taxed commodity. ” The commis¬ 
sion found that even this limited study 
bristled with several difficulties: while ex 
ci.se duties were mostly in terms of specific 
rates, sales taxes, being ad valorem levies, 
created the problem of comerting the ex¬ 
cise rates to ad valorem rates. “For the 
same commodity, excise rates differed for 
different categories, whereas in the case 
of sales tax there was no such differentia¬ 
tion in general" Further there was so 


much diver»ty in the system of sales tax 
levy from one state to another that the 
question of bringing them to a uniform 
scale was a job in itself. 

The commission noted that wherever 
the sales tax rates were on the basis of a 
single-point levy, the problem was simple 
while where these rates were In terms of 
multi-poifu, doubic-poini or a combina¬ 
tion of various systems, the conversion of 
these levies into single-point rates cmited 
several probims. The commission also 
observed that the total incidence of the ex¬ 
cise duty and sales taxes on manufaaured 
commodities might also have to include 
the incidence of excise duty and sales tax 
on their components: the determination 
of this multiple incidence was not always 
easy. The commission found that the 
states were not in a position to furnish 
data regarding the tot^ value of sales and 
total sales tax collections under each item. 
Had this data been made available the 
problem of converting other levies into 
single-point levies might have been far 
easier, the commission fell. In view of 
these reasons t he commission found it dif¬ 
ficult to pursue even the limited study of 
the proportion that the money burden 
bore to the price in each excisable 
commodity. 

Even if the commission were able to 
determine the proportion that the money 
burden of the two taxes bore to the total 
price of a commodity, it might not have 
taken them far in relation to the main taaii 
before them since the commission had to 
assess the effect that money burden had 
on production, consumption or export of 
a commodity while the factor of taxation 
had a bearing on the price of a commodi¬ 
ty and in the commission’s view, this was 


Tabli- 


(Rupees in crore) 


Stales 

States' Own 
lax Revenue 

.Sales Tax 

Col (3) a.s a 
Percentage 
of Col (2) 

(I) 

(2) 

t3) 

<4) 

1 Andhra Pradesh 

2986 

1628 

54 5 

2 Bihar 

1336 

940 

70.4 

3 Goa 

93 

64 

68.8 

4 Gujarat 

2687 

1642 

61.t 

S Haryana 

1278 

554 

43.3 

6 Karnataka 

2880 

1605 

55.7 

7 Kerala 

1642 

995 

60.6 

8 Madhya Pradesh 

2050 

943 

46.0 

9 Maharashtra 

5491 

3039 

55.3 

10 Orissa 

1306 

470 

36.0 

It Punjab 

1524 

645 

42.3 

12 Rajasthan 

1384 

750 

54.2 

13 Tamil Nadu 

3340 

2286 

68.4 

14 Uttar Pradesh 

3209 

1582 

49.3 

15 West Bengal 

2679 

1320 

49.3 

IS Suites (A) 

33885 

18463 

54.5 

25 States (B) 

34920 

18907 

54.14 


Sourer: Budget Estimates 1991-92. 
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no more than “one out of a host of im¬ 
portant factors’*. According to the com¬ 
mission, unless they were in a position to 
undertake for each excisable item detailed 
cost-analysis studies of the type that were 
usually undertaken by the Tariff Commis¬ 
sion. they would not be able to determine 
whether its production, consumption or 
export was being hampered on account of 
the excessive burden of either these two 
taxes or some other factors. In order to 
recommend any ceilings on sales taxes the 
commission had not only to determine the 
combined incidence of the two taxes but 
also the separate incidence of each. The 
commission observed that even if data 
were available it would be “analytically 
impossible to be precise about the effect 
of one or two variables when the number 
of variables was so large” with the result 
the commission found themselves unable 
, to undertake these detailed studies. 

Certain states had represented before 
the commission that in judging the 
reasonableness of the restraint that a tax 
imposed on pnxiuction and consumption, 
one had to keep several factors in mind: 
in the case of certain commodities it might 
well be the objective of the government 
policy to limit the growth of consumption 
and production and in the case of such 
commodities no corrective action was call¬ 
ed for. If (he combined incidence of the 
two les ies went to inhibit consumption of 
essential consumer items to the detriment 
of the living standards, corrective action 
had to be taken. Similarly, if taxation had 
an inhibiting effect on the production of 
intermediate and capital goods, it was 
definitely a matter foi concern. Apart 
from the quantum of the (ax there was 
also the maimer of imposition and col¬ 
lection. If the taxes were levied or collected 
in a manner which would stand in the way 
of the efneient organisation and develop¬ 
ment of industry—if it would prevent the 
diversification or location of industry on 
rational lines or the organisation of 
procurement of raw materials or distri¬ 
bution of products in the most economic 
manner—there was a case for overhaul of 
the taxation scheme. In the then prevail¬ 
ing situation this question was also impor¬ 
tant from the point of view of promotion 
of exports. Most stales had assured the 
commission that so far as this aspect was 
concerned, they themselves were very con¬ 
scious of the need for exports and were 
devising suitable adjustments in sales tax 
levies with a view to reducing any dis¬ 
incentive effect that the sales taxes might 
have on exports. 

With these observations, the Fourth 
Finance Commission proceeded to examine 
the manner in which better co-ordination 
between union excise duties and .sales taxes 
levied by the states could be brought 
about. All the states had conceded the 
point that “unrestricted and un-coordi¬ 


nated taxation might affect production as 
well as exports and that there was need 
for co-ordination between the tax policies 
of the union and the states”. As to 
whether this co-ordination could be 
achieved through a system of ceilings on 
sales tax rates on certain commodities, 
combined with a financial sanction in the 
form of the possibility of a cut in the 
state’s share out of union excise duties in 
case a state exceeded the ceilings, was a 
matter on which the states had expressed 
strong views. 

The states drew the pointed attention 
of the commission to the fact that 'sales 
tax was the only elastic source of revenue 
left with them and any attempt to place 
restrictions on their freedom in this field 
of taxation would affect their capacity to 
raise resources and would thus handicap 
them in relation to the requirements of the 
Fourth Five-year Plan. Sales tax was 
essentially of regional application and was 
almost the only major instrument left 
with them for shaping their economic and 
industrial policy”. The commission noted 
that the states had been using sales tax 
along with power tariffs for giving incen¬ 
tive to industry and trade and any dilu¬ 
tion of their power in this respect would 
mean setback to their efforts for encourag¬ 
ing the growth of industry and trade 
within their respective areas. It was fell 
that any ceiling on sales tax rates deter¬ 
mined by the Finance Commission for a 
period of five years would remove the ele¬ 
ment of flexibility from the taxation 
system of the states and would “cut at ih^ 
very root of the principle of slates’ 
autonomy, thereby, weakening the federal 
structure”. It had also been contended that 
the “mechanism of adjustments in the 
share out of an item of devolution, depen¬ 
ding on the observance of specified con¬ 
ditions by the states, might well be incon¬ 
sistent with the constitutional provisions 
regarding sharing of taxes”. 

While union excise duties were not com¬ 
pulsorily divisible, it was argued that once 
a tax was made divisible according to a 
certain formula, it had acquired all the 
elements of a devolution it'em and any 
conditions imposed on the sharing scheme 
might not be legally valid. It had also been 
pointed out that the “linking of the shares 
of excise duties with the rates of sales taxes 
might run counter to the principles that 
a Finance Commission might decide for 
distributing excise duties”. Certain states 
had expressed the view that between sales 
taxes and union excise duties it was the 
latter category of levies which in the case 
of the most of the commodities imposed 
a higher money burden. According to 
them, if at all any restrictions were neces¬ 
sary, the proper course would be to put 
ceilings on etcise duties. The Finance 
Commission noted that out of the 68 
items which were then figuring on the ex¬ 


cise list, the proUem of co-ordination het- 
iween excises and sales taxes did not arise 
in 19 items, accounting for 45 per cent of 
the aggregate exrise revenue: Eight of 
these items, namely, cotton fabrics, silk 
fabrics, rayon or artificial silk fabrics, 
woollen fabrics, sugar, tobacco (un¬ 
manufactured), cigars and cigarettes had 
been exempt from the levy of sales tax 
under the scheme of additional excise 
duties in lieu of sales tax. In respect of 
four other items common to excise and 
sales tax lists, namely, cotton yarn, jute, 
steel ingots and pig iron, there was already 
a ceiling of 2 per cent on sales tax rates 
under the Central Sales Tax Act, 1956. 
Then there wore certain other items known 
as 'special goods’ in respect of which all 
the states were then uniformly levying a 
sales tax at the rate of 10 per cent. In fact 
the suggestion for this uniform levy had 
been given by the union government and 
(he states had accepted it. There were in 
all IS items in this category out of which 
seven items, namely, motor vehicles, tyres 
and lubes, cycles and parts thereof, refri¬ 
gerators and air-conditioners, wireless 
receiving set.s, gramophones and certain 
iron and sted products were then in the 
excise list. In the ca.se of these items, no 
upward revision had been envisaged in the 
near future; at any rate, since the current 
rates had been fixed after consultation 
with the centre, m future also the revision 
would be after mutual consultation. Thus 
out of 68 commodities it was in the case 
of 49 commodities that the question of 
co-ordination between excise and .sales tax 
arose. The states’ view generally was that 
if on a proper study of the facts, it was 
found that in the ea.se of a few selected 
items out of these 49, a co-ordinated tax 
policy was called for that could certainly 
be effected. According to them, however, 
the proper course, for such co-ordination 
was ‘not the mechanism of a financial 
sanction in the form of reduction in the 
share out of a devolution item but a 
periodic exchange of.views between the 
union and the state governments on pro¬ 
blems of taxation and related subjects 
with a view to evolving co-ordinated lines 
of action. 

It had been pointed out to the commis¬ 
sion that there was no need to resort to 
a scheme of linking the share out of union 
excise duties with sales tax rates as the 
then existing powers with the union 
government under Article 286(3) of the 
Constitution together with Section 14 of 
the Central Sales Tkx Act, 1956 were ade¬ 
quate for controlling the upper limit of 
sales taxes in the case of such items as 
might be deemed to be of special impor¬ 
tance: If such action v»s necessary and 
the states agreed, the union government 
could further eni^e the existing list, after 
providing for compensation to the states 
for loss of revenue rather than resort to 
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a iinuiciai sanction ot me type contem¬ 
plated in the term of reference. Certain 
states had argued that a scheme of ceilings 
on sales tax rates would be inequitable as 
between indusi rially and commercially ad¬ 
vanced states with a fairly large urban 
sector and the statd which were predomi¬ 
nantly agricultural. In the case of the 
former, the sales tax yield occupied a 
much more pivotal position in their 
finances than in the latter; if ceilings were 
imposed thea finances would be more 
adversely affected than the finances of 
agricultural states. As against this argu¬ 
ment, the commercially backward states 
had a^ued that the sales tax revenue on 
inter-states sales accruing to the,advanc- 
ed states was largely paid by consumers 
in other states and that in the distribution 
of Central Sales Tax—-a source of revenue 
which the central government should have 
distributed on some equitable basis, the 
backward states had bwn discriminated 
against under the then existing arrange¬ 
ments according to which each state kept 
what it collected on behalf of the central 
government. 

In view of the fact that adequate data 
for determining the combined incidence 
of the two taxes and their economic ef¬ 
fects were not available, the commission 
could not proceed to the next stage, name¬ 
ly, that of fixing the ceiling and devising 
a formula for adjustment in the share out 
of the excises did not arise. The procedure 
for framing a scheme of ceilings on sales 
tax rates and for its implementation 
should be the same as in iIk; case of ad¬ 
ditional duties of excise in lieu of sales tax. 
Both could be evolved by mutual agree¬ 
ment; their successful functioning again 
depended on mutual undei standing. In 
view of what has been explained above, 
the commission did not recommend any 
scheme of ceilings on the sales tax rates 
of any of the excisable commodities and 
the question ot suggesting a formula for 
adjustments in the share of the states out 
of union excite duties did not therefore 
arise. It is important that the above obser¬ 
vations and recommendations of the 
Fourth Finance Commission are kept in 
view while making any move to replace 
states’ sales taxes by a “centrally spon¬ 
sored value added tax”. Further the ex¬ 
change of views between the states and the 
Finance Commission summarised in the 
above paragraphs gives a flavour of the 
reaction of the states to such issues affec¬ 
ting centre-state financial relations.. 

Vat ano Modvat 

One of the merits of the VAT system is 
that it helps to dispense with the cascading 
effeas of commodity taxation both under 
either form of commodity taxation—be 
it excise duty or sales tax. This is the main 
reason why industries and trade in India 
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have been uiging the government to an 
early switch to VAT. It was with a view to 
minimise the cascading effects of excise 
taxation of in^ts that in I98S the govern¬ 
ment of India introduced a modified form 
of excise duty called MODVAT. In the 
following two or three years, MODVAT 
was extended to cover practically all 
chapters of the central excise tariff except 
petroleum products, textile pioducts, 
tobacco, cinematographic films and mat¬ 
ches. The fact, however, remains that 
MODVAT is not a value added tax in the 
real sense of the term' “The so-called 
Indian MODVAT is not a VAT at all, but 
rather a form of modified excise duty. 
MODVAT is essentially a manufacturing 
excise tax with credit allowed for excise 
duty and customs in a limited number of 
industries, introduced mainly with a view 
to eliminate the cascading effect of multi¬ 
point excise levies.”’* It is also necessary 
for the purpose of our study to know the 
background in which the MODVAT 
scheme wa.s formulated. Chakraborty 
noted three measures attempted earlier for 
containing the inflationary impact on ac¬ 
count of the excise taxation system:” 

(i) In the pioduction of an excised com¬ 
modity, inputs belonging to Tariff item 68 
were rendered eligible for set-off. 

(ii) Within each tariff item* the duty 
paid on inputs within the same item was 
made available as proforma credit. 

(iii) For several excised commodities 
provision was made for duty relief for 
specified inputs 

It was, however, found that this ap¬ 
proach of selective concessions coupled 
with exemptions granted through more 
than 500 notifications had only led to 
several compMcations in tax administra¬ 
tion. Due to the predomiiance of sales tax 
as the single most important source of 
revenue for most of the states, any assess¬ 
ment of the distribution of the tax burden 
among different sections of society had 
become extremely difficult. It was in this 
context that ihe MODVAT was formulated 
"as a theoretically appealing way of pro¬ 
viding set-offs foi taxation of inputs”.*® 
The L K Jha Committee on Indirect Thxes 
(1978) had also recommended Ihe levy of 
such a tax on manufactured goods. How¬ 
ever, it has to be recognised that “as long 
as credit is gisen only for acise duty and 
additional duty of customs paid for in¬ 
puts and not for general customs duty, 
relief in MODVAT would not be available 
to certain category of producers like 
automobile njanufacturers who depend 
largely on imported goods”. Inasmuch as 
the MODVAT has not been followed up 
by a similar system at the state level in 
sales taxation, MODVAT could at best be 
viewed only » a step towards adoption of 
a full-fledged VAT in indu and not a VAT 
in itself, whfle introduction of a full- 
fledged VAT in India would seem to pre¬ 
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sent "numerous admiidttmivc and con¬ 
stitutional difficulties, inciuding the vexed 
question of union-sxate relations”.*' 

The But Reforms C'ommittec (TRC) has 
strongly underlined the need to switch 
over to a WAT system in I ndia. It is the 
popular perception that introduction of 
VAT will invariably require determination 
of VAT ratcii by the centre and that a cen¬ 
trally determined VAT should replace the 
cascading turnover sales tax levied by 
.states, lei us assume for a moment that 
this theory is correct, it would then follow 
that introduction of VAT in India is a dif- 
ficuli proposition as the states would not 
be willing to give up even pan of their 
sovereign powers of sales taxation. Fur¬ 
ther It would be a Herculean task to con¬ 
vince the states about the superiority of 
VAT over firs-point sales taxes because 
whatever experience the states so far have 
in such related mailers cannot be con¬ 
sidered satisfactory to lure them into a 
value added lax system. For example, in 
pursuance of an agreement reached bet¬ 
ween the centre and the states at a meeting 
of the National Development Council in 
December 1956, it was decided that the 
centre would levy additional excise duties 
on cotton fabrics, woollen fabrics, rayon 
or artincial s3k fabrics, sugar and tobac¬ 
co inciuding manufactured tobaixo in Ueu 
of sales tax on these commodities earlier 
levied by the states, with the states agree¬ 
ing to abolish sales tax on these commo¬ 
dities. Under this tax-rental arrangement, 
the entire net proceeds from the additional 
excise duties in heu of sales tax are to be 
distributed to the states on (he basis of 
recommendations of the Finance Com¬ 
mission every five years. States have ex¬ 
pressed their unhappiness with this ar¬ 
rangement both with regard to the method 
of its implementation by the centre and 
the scheme of redistribution recommend¬ 
ed by Ihe Finance Commissions. 

While the Ninth Finance Commis.sion 
was given a term ol reference to examine 
the possibility of merging additional excise 
duties in lieu of .sales (ax with basic ex¬ 
cise duties, not only were the .states 
unanimous in vehemently opposing the 
proposal but the Finance Commission also 
strongly recommended against any such 
move. The commi.ssioii (oiind that much 
of the opposition against the proposed 
merger could be traced to the manner in 
which the tax- rental arrangement was be¬ 
ing implemented by the centre. For exam¬ 
ple, it had been decided at i he meeting of 
the National Development Council as 
early as in December 1970 that within a 
period of two to three years the proceeds 
from additional duties of excise in Ueu of 
sales tax should achieve a level of 10.8 per 
cent of the value of clearances and tire 
ratio between the yields from basic duties 
of «ci$e and additional excise duties on 
these commodities was intended to be 
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(brought up to2:]. The commission noted 
:thai white the latter commitment was 
fulfilled in recent years, the former one 
which was required to be done within 
thiee years of the meeting of the National 
Development Council in 1970, still re¬ 
mained to be realised. Apart from the fact 
that government of India did not fulfil its 
promises in regard to realisation from this 
levy, it had unduly expanded the coverage i 
of the goods by resorting to definitional 
changes precluding thereby more items 
from the levy of sales lax and many com¬ 
modities were also subjected to ‘nil* rate 
of duly. These commodities, therefore, 
were free not merely from the levy of ad- 
.ditional duties of excise but also escaped 
the liability to sales tax which the states 
were prevented from imposing for fear of 
forfeiting their share in the proceeds from 
additional duties of excise The Ninth 
Finance Commission not only did not 
recommend the merger of additional 
duties of excise with basic duties of excise, 
but also proposed that the icvenue loss 
suffered fry the states on account of the 
exemptions of additional duties of excise 
in lieu of sales tax allowed by the central 
government should be estimated.^* The 
National institute oi Public Finance and 
Policy (NIPFP) which was entrusted with 
this responsibility found that states were 
losing revenue on account of exemptions 
in the case of khandsan sugar, certain 
items of textiles like rubberised textiles, 
knitted or crocheted fabrics and fabrics 
of man-made mateiials coated or fila- 
mented with preparation of LDPE etc.^’ 
The NIPFP study has established that the 
centre has increasingly mobilised res'cnuc 
from yarn and tiie raw materials of yarn, 
empirical evidence provided by the decline 
in yield from the basic excise duties on 
fabrics and increase in the yield from yarn. 
The NIPFP study ha.<; strongly recom¬ 
mended that the divisible pool of the ad¬ 
ditional excise duties in lieu of sales lax 
should take into account the central tax 
base of raw materiaLs, yam and fabrics test 
the centre should derive exdusive benefit 
from the bause.^* Several states have also 
expressed their reservations regarding the 
economic criteria adopted b/ the Finance 
Commissions for horizontal redistribution 
of the proceeds from the additional excise 
duties in lieu of sales tax among the states. 
White many states have favoured sales tax 
ooltections as the basis of distribution, the 
adoption of criteria like net state domestic 
product, adoption of 1981 population 
nguRS by the Ninth Finance Cominis.sion 
as against the 1972 population figuies 
stipulated in the term of reference have left 
several states dissatisHed with the scheme 
of redistribution too. Going by such ex- 
perientx, it should not be surprising if 
States view any move to introduce VAT not 
merely as an attempt to encroach upon 
their sovereign powers of sales taxation 


but couM even question tbe*alleged| 
superiority of the VAT over the sates taxi 
system. Earlier in this paper it was slated 
that VAT could also be looked upon as a 
multistage tax which produces a burden 
equivalent to that of a single stage retail 
sides tax. That it is the first point turnover 
sales tax which causes the maximum 
amount of cascading in the absence of any 
provision to give set-off for the tax paid 
at production point in the form of either 
excise or MODVAT both of which arc cen¬ 
tral levies is fundamental to any attempt 
at a design for an Indian VAT. In most of 
the states, sates tax is levied mainly at the 
First point known as the single point sales 
tax. The tax is thus collected from the im¬ 
porters, mamifactuiers or the wholesalers. 
Tlieonly steles still having multipoint tax 
on a few commodities are Karnataka and 
Kerala. However, since several states also 
apply lower rates of taxation on sale of 
items going into manufacturing, like in¬ 
puts, they may claim that the cascading 
effects have already been minimised by 
such measures and (hat VAT would be 
redundant in the Indian context. 

As mentioned earlier, the possibility of 
introducing VAT in India has been con¬ 
sidered earlier by the L K Jha Committee 
on Indirect 'Ihxation in 1978 and more 
recently by TRC headed by Raja J 
Chelliah. Both the Jha Committee and the 
Tax Reforms Committee have been in 
favour of a complete change-over to the 
VAT system. This would involve redistri¬ 
bution of lax powers between the centre 
and the states with a view to vest all 
powers of commodity taxation, namely, 
excise and sales taxes in the central govern¬ 
ment, wiih the states .settling for a share 
of revenue on the basis of formulae 
recommended by Finance Commissions 
every five ycar.s. As already explained this 
will be very difficult to achieve since the 
.states would not be willing to part with 
their sovereign powers of sales taxation. 
The TRC in us final report has recom¬ 
mended an admixture of VAT, viz, MOD¬ 
VAT at the central level extending to most 
commodities and rationalising sates tax 
system at the state level. The Tkx Reforms 
Committee has also recommended exten¬ 
sion of MODVAT to the wholesale stage 
mainly to discourage under-valuation of 
the manufactured goods .(ance the pro¬ 
cedures for MODVAT administration re¬ 
quire the levy of tax at the stage of 
clearance and not at the time of sale. 
While under-valuation of the manufac¬ 
tured goods at the wholesale stage is an 
issue which needs to be addressed, exten¬ 
sion of MODVAT to the wholesale stage, 
in our view, is not the solution to the 
problem. Extending MODVAT to the 
wholesale stage which involves no manu¬ 
facturing process would not only be un¬ 
justified but would amount to an infringe¬ 
ment of the states powers of sales 


texuion. The tnnsactitm between the 
manufacturer and the wholesaler is in the 
nature of sate and not an extension of pro-' 
duction and should be subject to sates tax 
and not MODVAT which is a form of ex¬ 
cise: W; have dealt with this aspect in 
more detail later in this section. In any 
event, VAT in npiacement of the sales tax 
through the wholesale stage should be 
considered as an interim measure prepar¬ 
ing the giound for extending the VAT fully 
to the retail stage. Mahesh Purohit, in a 
recent paper on the adoption of a state 
VAT in India, has suggest^ that the union 
government could limit their powers to 
levy excise duty on certain select impor¬ 
tant revenue-yielding commodities in the 
nature of special excises which would not 
be set off against the VAT and the rest of 
the excise duties could be converted into 
a system of VAT and the states could be 
empowered to levy a full-fledged state 
VAT in the country.*’ Linder this system 
the tax would be levied on all sales begin¬ 
ning with production or manufacture, the 
tax levied at the .stage of manufacture (the 
existing MODVAT) could be given set-off 
at the time of levy of sales lax (now VAT) 
and that the tax at the second stage, t e, 
at the time of sale, would be levied only 
on the value added. For reasons of ad¬ 
ministrative efficiency, however, Purohit 
has recommended that the centre should 
continue to levy VAT at the manufactur¬ 
ing level and the revenue so collected by 
the centre could be distributed to the 
states on the basis of collection. Purohit 
believes that ‘inclusion of MODVAT com- 
mcxlities under the state VAT would eli¬ 
minate the cascading completely white at 
the same time allow the centre to retain 
a fixed proportion of MODVAT revenue 
as their cost of collection and its own 
share’*. PurohiTs model envisages division 
of VAT operations into VAT at the level 
of centre and also at the tevel of states 
both giving set-off for the tax already paid 
on earlier transactions. Under this system, 
the inter-state transactions should be 
treated on destination principle and each 
state would tax the inter-state sates but the 
importing state would give set-off for the 
tax already paid in the exporting state. 
Under this approach, the existing central 
sates tax would no longer be necessary. 

In our view, any model proposed for a 
vahie added tax system in the Indian fiscal 
federation should be foimulated not 
merely with a view to eliminate the evils 
of cascading in the system of commodity 
taxation, be it union excise duty, state or 
central sales taxes but should be designed 
in a manner whidi is politkaliy acoeiMabte 
to the centre and the states particularly 
keeping in view the delicate and sensitive 
nature of centre-state financial relations 
prevailing in the country. In other words 
the design of a VAT for India or any other 
federal economy for that matter cannot 
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be done in a poUtkai \«cuiiin: an econp- 
niically ‘kteaT model could turn out to be 
politically unat^table. Any design 
whic|^ ignores Uiis aspect is bound to re¬ 
main a text book theory which could 
iKver see the ight of the day. Viewed from 
this auigle, both Tkx Reforms Committee's 
recommendations and Purohit’s model 
suffer from shortcomings though both 
proposals have derinite positive features 
which have been incorporated in our 
model. The attempt in this paper is to pre¬ 
sent a model which, while preserving the 
economic obiectives of a VAT, is also 
feasible from the point of implementation 
in the Indian political economy. The reac¬ 
tion of the states to the issue of putting 
a ceiling on sales tax rates discussed earlier 
is a clear pointer to the likely reaction to 
a central VAT. 

At the outset, for the reasons explained 
above, our model tries to preserve the ex¬ 
isting division of responsibility between 
the centre and the states in the area of 
commodity taxation in India, namely, ex¬ 
cise duty at the production point to be 
levied by the centre in the form of union 
excise duty and sales tax at the consump¬ 
tion point to be levied by the states, in our 
view it is the cascading turnover sales tax 
which has to be transformed into a ge¬ 
nuine value added tax. In other words, our 
model is founded on the fundamental 
principle that if a value added tax in 
replacement of states’ sales taxes were to 
be introduced in India (hat value added 
tax has to be purely a state VAT, while the 
central VAT, if any, has to be confined to 
the extension of MODVAT system for the 
union excise dutic.s up to the production 
point only. Even though MODVAT is not 
a VAT and the value added tax is levied 
on a price inclusive of excise duties, we 
recommend continuation of the-MODVAT 
system for union excise duties insofar as 
it helps eliminate the ill-effects of 
cascading in the system of etcisc duty. Wfe 
do not agree with the popular notion that 
value added lax has to be necessarily a 
federal tax. In our view, this is a 
misconception; as long as uniformity and 
harmonisation could be achieved among 
the rates, there is no need to transform 
states’ sales tax to a federal VAT. In fact 
we would even go to the extent of sug¬ 
gesting that the choice to opt for a VAT 
in replacement of the sales tax should be 
left to the states and thM it is the states 
which should exerci^ full powers with 
regard to the existing rates, exemptions, 
administration and collection in the case 
of VAT just as in the c^ of the present 
sales tax system. 

Tile ab^ approach could be sup¬ 
ported by the experience with the VAT 
system in the European community where 
the member countries, run their own in- 
depen^t country VA'K. It may be recall¬ 
ed that the VAT was the choice of the 


member countries of the BC as the best 
wiqr to promote neutrality and uniformity 
of the tax burden and to provide incen¬ 
tives for increased productivity and in¬ 
dustrialisation. VAT was first introduced 
in France in 1934 when it became the first 
European country to implement VAT on 
a very large scale: “'The latest innovation 
is the VAT. Us emergence in France illus¬ 
trates the process by which a sot i of con¬ 
tinuing ferment of improvisation now and 
then gives rise to an innovation of the Hrst 
order”.^ The recommendation of the EC 
Fiscal and Financial Committee that all 
the member-countries copid shift to the 
VAT form was formulated as early as 
1962. In fact members who joined the EC 
later had to oitroduce a VAT Ireland in 
1972, United Kingdom in 1973, Portugal 
and Spain in 1986 and Oiecce in 1987. 
Italy was the last country to introduce 
VAT as late as 1988. It may thus be 
that VAT system in the European com¬ 
munity was not introduced overnight in 
all the member countries at the same time 
but was introduced by them at different 
points of time, in our view replacement 
of states’ sales taxes by a value added tax 
system in a federal economy like not only 
India but the US and Canada should draw 
inspiration from the EC model by look¬ 
ing at the hurupean community as a 
federation of states or vice versa for the 
limited purpose of our study. 

We, however, endorse the following 
recommendations made by the Tkx 
Reforms Committee for implemenution 
in a phased manner as part of the tax 
reforms measures to introduce a value 
added tax system in India. 

(a) Extension of excises to cover most 
manufactured goods at present exempt 
and some select services mentioned in the 
interim report; 

(b) Reduction in the level of rates on 
•oim commodiurs which are unduly high; 

(c) Gradu^ reduction in the number of 
rates moving them towards three rates bet¬ 
ween 10 and 20 per cent for all goods that 
would be covered by the VAT system; 

(d) Extension of Modvai credit to all 
inputs that are u$ed in the production of, 
or incorporated in, taxable commodities 
except for office equipmera, accessories 
and furniture, building material and a few 
others; 

(e) Extension of Mod vat credit to 
machinery not fully at the time of pur¬ 
chase, but in instalments during a subse¬ 
quent period of years which could be laid 
down in the law; and 

(0 Extension of VAT to the more im¬ 
portant services used by productive 
enterprises.*’ 

Wb also fully agree with the observations 
of the TRC that the existing excise duty 
regime for the textile sector should be 
transformed into a value added lax system 
by introducing the MODVAT scheme till 


the yarn stage in all sectors and applying 
the MODVAT principle in cotton textiles 
without subjecting grey fabrics to tax at 
the present time. also agree with the 
views of the TRC that extension of 
MODVAT to the cotton textile sector in 
order to stimulate export potentials of cot¬ 
ton fabrics and garments. 

We have, however, diiricully with the 
recommendation of the TRC on the exten¬ 
sion of VAT to the wholesale stage** The 
TRC has recommended that a value add¬ 
ed tax, namely, the reformed central ex¬ 
cise system, should be extended to the 
wholesale stage, wholesale stage being 
defined as traders who buy from manu¬ 
facturers and sell to other manufacturers 
or traders. The TRC has observed that 
they should he subject to VAT in addition 
to excises payable by the manufacturer 
and that on^ the value added at their 
hands should be subject to tax and the 
manufacturers who buy from these whole- 
saleis should also be able to obtain credit 
for tax paid earlier. According to the com¬ 
mittee this would provide adequate 
safeguard against the attempts at under¬ 
valuation by the manufacturer to reduce 
excise liability which is the cau.se of many 
disputes in excise besides capturing the 
value added at the hands of the whole- 
i salers. The Tax Reforms Committee has 
' recommended that the VAT at the whole¬ 
sale stage coi3d be collected by the states’ 
sales tax department concerned in close 
co-operation with the officers of the cen¬ 
tral excise departmem and the amount of 
VAT collected could be allowed to be re¬ 
tained by the stale where it is collected: 
“This central VAT can be levied with the 
co-operation of the .states who can be per¬ 
suaded to accept this levy, because their 
own right to levy the sales lax on goods 
will in no way be circumscribed, and at 
the same lime, they will get the entire 
revenue form VAT at the wholesale .stage”. 

The above recommendations have been 
made keeping in view the existing demar¬ 
cation of responsibilities in the area of 
commodity taxation between the centre 
and the states. In our view, the moment 
any product leaves the production point 
after compietiun of the production pro¬ 
cess in all respects, all subsequent transac¬ 
tions should be only deemed to be sales 
and they should be only subject to sales 
tax and not to any further form of excise 
duty in the form of a central VAT even 
though this may be collected and retain¬ 
ed by the states as per the recommenda¬ 
tions of the Tax Reforms Committee. It 
is true that sales tax at the first-point of 
sale is of a cascading type and no credit 
is currently available to the wholesaler tw 
the excise or MODVAT already paid. 
Keeping this point in view the TRC has 
recommended that the VAT at the whole¬ 
sale stt^e should be a central VAT whidi 
would be levied only on the value added 
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and could be subject to tax while no such 
credit would be available il this were to 
be a sales tax In our view, this could be 
solved in a different fasiuon We have 
alieady recommended that state sales 
taxes could be replaced by a state VAI 
The state VAT at the first point of sale, 
namely, Irom the manufattiirer to the 
whokulc stage could t>e on the value add 
ed at the hands of (he manufacturer and 
the necessary ciedit could be allowed 
under the stale VAf We arc convc lous that 
this prcKcdureis ii lught with very senous 
l>roblems since a state giving set off credit 
to a tax paid at the central level is bound 
to lead to loss ot revenue few the state In 
our view, this could be solved by linking 
the issue with the system of redistribution 
of the nel prcKceds of union excise duties 
among the stales Picsently the net pro 
ceeds of union excise dunes arc distributed 
among the states based on the formula 
recommended by I inance ( ommissions 
which take into account stveial economic 
indicatois like population poverty index, 
distance ot per capita income from the 
state with the highest pet capita income, 
composite index of bat kwaicbicss measured 
in terms of the iiiimbct of agricultural 
laboureis and S( ST population m the 
stale, etc lui liter part ol the divisible 
pool also stands eai marked lot tilling the 
non plan deficit gaps ot the states with 
post-devoluticxi deliciis in then revenue 
account In uui view, it the VAT at the 
wholesale stage were to replace the casca 
ding first point sales tax which would in 
volve giving credit foi the tax already paid 
at the manufactuimg level in the form of 
excise duly or MODVAf, tfien the scheme 
or redisinbulion ol the proceeds ol union 
excise duty among the stales would have 
to carry a suitable weight loi the collec 
tion of union excise dutie< in the state so 
that the states are assured of getting back 
some part of union exrise duty collected 
in their states It would also be nesessary 
to dispense wah setting apart any poition 
of the divisible pool of union«xcise duiic< 
to fill non-plan dcftcii gaps which have 
to be taken care of only by grants iindci 
Article 275 Since only 45 pet cent of the 
union excise duty currently forms patt ot 
the divisible pool with the b ilanre going 
to the central government this measure 
alone would not be adequate to compen 
sate the states fully for the credit allowed 
by them at the first-point sale against 
MODVA1 or union exase duty as the case 
may be In this connection the authoi in 
a recent paper has suggested that the tax 
shanng between the cxntreand the states 
should be in terms of a fued peicentage 
of the total gross tax-nevenue of the cen 
tie without lestncting tax-shanng to some 
selective taxes and that this percentage 
should be 33J3 of the centre's gross tax- 
revenue.** If this system were to be 
adopted, the honzontai redistnbution 


among the tute$ will have to be on the 
basis of a single formula which would be 
recommended by the Finance Commis¬ 
sions for the entire gross tax-Kv«iuc of 
the centre comprised of income tax, cor¬ 
poration tax. customs duty, surcharge on 
income tax, taxes and duties under Ar¬ 
ticles 268 and 269 of the Constitution in 
addition to union excise duties and addi- 
I tonal excise duties in lieu of sales tax 
Assigning some weight to the amount of 
union excise duties collected in the state 
in the formula for redistribution of the 
entiir gross tax revenue msy not be ap- 
propnatc. In older to Uke or of this pro¬ 
blem, wc recommend that the powers to 
levy surcharge on income tax could be 
delegated to the states and the states could 
fix this percentage individually subiect lo 
a ceiling of 12 per cent depending on their 
commitment cowards allowing credits at 
the wholesale stage for manufacturers' 
MODVAT Supplementing a federal in 
come tax by a state income tax is prevalent 
in other federal economies kke the US for 
quite some time In India states have also 
been pleading with the centie for about 
the last 30 years lor adding the net pro 
ceeds from surchaige on income lax to the 
divisible pool We would recommend that 
such delegauon of powers to the states will 
not only be an important step in the direc 
tiori of imprming the centre-state finan 
cial relations but could pave the way for 
a smooth transition to introduction of a 
value added tax system in India 
it should be mentioned that our model 
differs from the bt model in one major 
respect In the case of the European com¬ 
munity, the member countres have, in ad 
dition to their own VATi. a federal Euro 
pean community VAT This federal VAT 
IS levied ai a maximum of I 4 per cent 
This federal VAT, however, is not strictly 
a VAf but IS assessed on a theoretical 
base In order to ensure that all the Euro 
pean community members are treated 
i quail) ihe commission delincs precisely 
how the theoretical tax-base should be 
calculated from national income figures, 
the base equivalent to that defined in the 
various bC VAT directives, all the various 
exemptions and deviations that can be 
used are ignored and it is on the broadest 
base that the ‘federal* EC Commission 
VAT IS levied While the advantage in the 
system is that traders are not at alt tnvolv 
ed in tax collection, the states can keep 
their own tax bases and rales but have to 
simply meet this federal charge calculated 
on the basis of the estimated value added 
The practical pioblem in diis method is 
that It tequires computation of household 
consumption under various headings of 
goods and services consumed for each 
state In-the Indian conditions when the 
retailers mainlam no proper records, com¬ 
putation of aity such theoretical bast will 
almost be an impossible task. Moicovei 


the fedeiai chaige involviiv ail such com* 
plicated computation might be justified 
in the case of EC as the EC VAT is 
primaniy meant to finance the Cmnmu- 
sion’s expenses and programmes and such 
a federal VAT would not be necessary in 
the Indian context as the stmes form part 
and parcel of one country unlike the coun¬ 
tries in Europe 

Despite the fact that a federal VAT on 
the lines of EC VAT may not be necessary 
in Ihe Indian context, it is not only possi¬ 
ble but also preferable to transform the 
current central sales tax into a federal VAT 
in the event of India going in foi a VAT 
system in place of the stale sales taxes 
Despite the fact that sales tax is a state 
subject, the Indian Constitution has plac¬ 
ed certain restnciions under which the 
states are prevented from imposing sales 
tax on sale or purchase of goods where 
such sale or purchase takes place outside 
the stale or in the course of import of 
goods into or export ot goods out of the 
territory of India I urther, there is a 
ceiling rate ol 4 per cent under Essential 
Goods (Declaration and Regulation oi 
Thx on Sale or Purchase) Act 1952 on 
goods declared essential lor the life of the 
community This covers a large number 
oi Items like cereals, pulses, fresh and 
dried fruits, fresh milk, meat, fish, eggs, 
edible oil and oil seeds, gui, salt, all cloth 
woven on handtooms, raw cotton, cotton 
yarn, hides and skin and so on 

In 1956, the Centra! Sales lax (CST) 
was enacted following an amendment tc 
the Constitution which authorised the 
parliament to levy lax on sale or purchase 
of goods (other than newspapers) in the 
course of inter state trade, levenue from 
which was assigned to the states fully by 
amending Article 269 of the Constitution 
This central sales tax act has also placed 
the following restrictions on the poweis 
oi the states with regard lo levy of local 
sales tax on goods declared as of special 
imporunce within their respective states 

(a) The rate of sales tax cannot exceed 
4 per cent, 

(b) The tax cannot be levied at more 
than one stage; it Ihe tax on the local sales 
has been levied and if such goods are later 
sold in inter-state trade the local tax is 
refundable 

Obviously the above restrictions were 
incorporated mainly with a view to ehmi- 
nate cascading which is the ultimate ob¬ 
jective of the value added tax system. 

Purohit has pointed out that even 
though cential sales tax is levied to avoid 
unnecessary movement of goods among 
the slates it dues cause the phenomenon 
of cascading He » correct in his obser¬ 
vation that the objective of the CST Aa 
IS to regulate the inter-state movement of 
goods and not to raise revenue fm the ex¬ 
porting states The progresave increase in 
the rate from 1 per cent in 1956 to 2 per 
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am m inw* lo 4 per oem in ivee eno 4 
par cent in 1973 has been <lone without 
dne consideration to the consequences. 
The central sales tax, at present, is levied 
on inter-state sales only and consignments 
are exempt. With the current propose to 
levy CST on all these exempted transac¬ 
tions which comprise three-fourths of the 
base, Purohit feels that taxation of all the 
transactions including consignments 
would be “inflationary, inequitous an'd 
distortionary”.*' Purohit's model for VAT 
also dispenses with the existing rxntrai 
sales tax altogether with each state taxing 
the inter-state sales with the importing 
state giving set-off for the tax already paid 
in the exporting state to make the system 
revenue neutral. 

Once it is decided to switch over to VAT 
in place of cascading turnover sales tax, 
the consequent tax reform measures 
should cover all aspects of the existing tax¬ 
ation system including central sales lax. 
Further there are several loopholes under 
the present ceitral sales tax system like the 
*high-sea sales’ which are exempt from 
CST under the act; in actual practice, 
imported products arc kept in customs- 
bonded warehouse for considerable length 
of time and mere paper transfer lakes 
place several times depending on market 
conditions, all these sales being claimed 
as exempt. Therefore in the event of India 
opting for VAT system it would be prefera¬ 
ble to bring out comprehensive amend¬ 
ments to the Constitution embracing all 
aspects of sides taxation within the am¬ 
bit of VAT including provisions of the ex¬ 
isting central sales tax. In the process it 
should be passible to replace the central 
sales tax by a federal VAT removing some 
of the elements which have contributed to 
cascading. However, the yield from the 
central sales tax thus transformed into a 
federal VAT should be shared between the 
centre and the states. As mentioned 
earlier, the author has suggested that the 
share of the states in the central taxes 
should be one-third of the centre’s gross 
tax-revenue, two-thirds being the centre’s 
share and the same should be fixed in the 
Constitution for a period of lS-20 years. 
While the yield fVom the state VAT in 
place of turnover sales tax will be available 
fully to the respective states, the yield from 
the federal VAT in place of the central 
sales tax should form part of the gross tax- 
revenue of the centre which woidd be sub¬ 
ject to sharing between the srates and the 
centre on the lines Suggested above. 

If the states in India vrare to be given 
full powers of VAT in the plaoe of the sales 
tax, one couM argue that it would lead to 
dinerent rates in diffoent states and there 
would be no umformity. This can be solv¬ 
ed by achieving a certain d^iee of har¬ 
monisation as in the case of EC countries, 
with the central goveriunent piling the 
Kde of the EC in ooKMdinatmg the efforts 
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01 inesntesin this diiectton. In this omi- 
nection the experience of dte EC in the, 
nutter of VAT has some valuable lessons 
for India. The VAT can be applied either 
on the basis of origin or on the basis of 
destination—which then allows replace¬ 
ment of the destination principle by the 
origin principle when a significant degree 
of harmonisation has be«i achieved. The 
EC has firmly adopted the destination 
principle as the approach of the origin 
principle of VAT has been considered not 
feasible in the EC context. 

We feei that with the above structural 
changes in tax reforms, it should be possi¬ 
ble to introduce a VAT‘successfully in 
India on the lines of the EC model. 
Uniformity in tax burden and full har¬ 
monisation could be achieved over a 
period of time with the central govern¬ 
ment playing the role of the European 
Commission without any need for a 
federal VAT. Fiscal federalism will stand 
in the way of VAT only if there is an at¬ 
tempt to replace the state sales tax by a 
central sales tax or a central VAT. The 
model recommended in this paper does 
not .suffer frexn these problems. It could, 
however, be argued that a simitar system 
in Brazil where under the new Constitu¬ 
tion enacted in 1988, the states are to set 
the state VAT rates themselves on the basis 
of their assessment of ’essentiality’ of the 
goods and services has been criticised on 
the ground that “while in other countries 
there seems to be a general movement 
toward reducing divergencies in tax rates 
between sectors and between countries to 
reduce distortions, Brazil seems to be 
moving in the opposite direction’’.’^ But 
it is possible to solve these problems by 
the .states organising themselves into a 
regional grouping or a community on the 
lines of EC or a customs union with a 
view to bring about harmonisation and 
uniformity in VAT rates. In fact Brazil has 
used the state VAT to stimulate exports 
and promote certain projects of ‘natural 
interest’. Since 1975, such projects, in¬ 
cluding telecommunications, power, and 
steel have not had to pay VAT on their in¬ 
puts. During 1971-77, the usual VAT ex¬ 
emption for exports was su{H>lemented by 
a subsidy which was an extra VAT credit 
expressed as a percentage of the firm’s ex¬ 
port value. The sutc VA'R in Brazil have 
a wider base including services such as 
communications, consumer credit 
charges, electneity, and transport and also 
include fuels and minerals. But the pro¬ 
blem in Brazl is the constant battle bet¬ 
ween the producer and consumer states on 
account of the vast difference between 
inter-state and intra-suite VAT rates and 
exclusions and exemptions granted by the 
federal authorities justified on grounds of 
the need to stimulate economic expansion. 
In one sense the difference between inter¬ 
state and intra-atate VAT rates in Brazil 


is not dirrema from the inability of the 
US government to bring the mail onter 
firms within the ambit of mail sales tax 
liability. We would suggest that the Na¬ 
tional Institute of Fublic Finance and 
Policy which has been entrusted with the 
task of evolving a suitable design for an 
Indian VAT should, among other things, 
study both the EC model and the Brazilian 
experience, and see to whattratent it could 
be adapted to suit the Indian conditions. 
It would be necessary for the NIPFP to 
associate persons with vast experience in 
sales tax administration in some of the 
major states in India with this study of 
national importance. We would alM sug¬ 
gest that the NIPFP should be request^ 
to complete the proposed study in a 
period of three to six months. In view of 
the fact (hat introduction of VAT in a 
federal economy like India would invaria¬ 
bly require the co-operation of the states 
the government of India could refer (he 
design recommended by die NIPFP as 
well as other mudeLs like the one suggested 
in this article to the lOth Finance Com¬ 
mission with a view to give their recom¬ 
mendations on their feasibility by ascer¬ 
taining the views of the state governments 
on (he same lines as the issue of the com¬ 
bined incidence of Union excise duties and 
sales lax was made a term of reference to 
the Fourth Finance Commission in 1964. 

There coifid be no two opinions on 
either the growing importance or the 
advantages of value added tax system as 
could be seen from the phenomenal in¬ 
crease in the number oi countries opting 
for the vat system year after year, even 
though, at least one country, namely. Nor¬ 
way, which after having opted for VAT in 
place of retail sales tax has seriously con¬ 
sidered the possibility of reverting to retail 
sales tax system. While the protagonists 
of sales tax coukt argue that a singte-point 
.sales tax largely takes care of the problems 
which are supposed to be solved by VAT, 
it has been the general experience that the 
single-point sales tax proves efficient at 
relatively low rates but it beooines increas¬ 
ingly difficult to attoinister the same with 
the progressive increase in rates. Apart 
from the advantages of eliminating 
cascading associated with sales tax regime, 
VAT also holds out great potentiab of 
raising additional resources by bringing 
within its purview the services sector like 
medical, computer, consultancy and 
automobile iqiairs services and’even a sec¬ 
tor like housing. Therefore a country like 
India which apcriences the phenomenon 
of a large fiscal deficit might stand to gain 
by opting for VAT in the not-too distant 
a future In this paper we have tried to 
dispel the impression that VMT and nscid 
federalism always.‘iconstitiae an uneasy 
compromise’’ (Udt). Hiis would, no 
doubt, require legislative' changes. 
Federalism nuQr have its shortoomings tnit 
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the Eurofwan eommunity is a iMiting ex- 
ample of how politically independent 
oouniries, by ccmiing together to derive 
great benefits in the matter of interna¬ 
tional trade, have moved far ahead in this 
direction by enlarging and refining the 
concept to embrace monetary and fiscal 
policies. Evm in the case of the erstwhile 
Soviet Union, a strong case was made out 
to opt for a system where the republics 
could be poiitically independent but could 
continue to remain economically united 
in the matter of monetary and Tiscal 
policies. Fiscal federalism in India, despite 
some of its shortcomings, can be rightly 
described as a highly successful model for 
other federal econoihies to emulate in 
several respects; for instance the institu¬ 
tion of an independent Finance Commis¬ 
sion is a unique feature of the Indian Con¬ 
stitution, which has no parallel anywhere 
in the world. India could seriously con¬ 
sider the EC model in the event of opting 
for a value added tax system in replace¬ 
ment of the cascading type turnover sates 
tax and may in the process prove to be a 
good model which could possibly be 
followed by other large federal economies 
including Canada and the US. 

NolfH 
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DISCUSSION 


Macroeconomic Impact of Public 
Sector Enterprises 

Comment 

b Mohanan Pillai 


estimates based on ditleniig comipiual 
fiamrsvoiks instead, i^hal thi <itiiiJ> should 
have attempted wa* to estimate the overall 
publiL sctloi deiisit (eentral stales, I 'Is and 
publu sector enterprises put tofieiherl ind 
then to r»i-it( thi loniiib 'ti in of I’M s to 
the lOta' delh it 

Secondls the siuds his putuiised a 
wiUtning gip belsseen PSf driiiil and liiical 


THE opeiational inefricienctes of Public 
Sector Enterprises (PSLs) and then impact 
on government finances have been much 
debated issues in the policy c ircles 1 hough 
rhetoric very often gains currency hardly any 
concerted eflorl has so tar been made to em 
pirically quantity the implication ot public 
sector units on the fiscal crisis R Nagaraj 
(‘Macroecononut Impact ot Public Sector 
Fnlerpiises Sune Further fvidcnce', FfH, 
January I6 2J) has raised a few issues vi 2 , 
whether the deficit of the PSc s has increased 
over the years, whether the financial buiden 
ol the PSEs on the government budget in 
creased over the period, whether the inter 
nat rtsouice generation of PSf s has been 
lower than that ol prisaie corporate sector 
and whether there is any observed improve 
mem in resource generation by PSE s in iht 
80s, and if so. whether it >s on account of 
increase in admimsie ed prices 

Nagaraj’s study attempted to discuss the 
above issues by comparing the growth and 
trend in fiscal deficit vri a vis public sector 
enierpnscs’ deficit dunng the penod I960-<>I 
to 1989 90 In the estimation of fiscal deficit, 
the authoi has used the consolidated ac 
counts ot centR, stales and union territories 
governments Regarding pubhc sector enter 
prises, the study considered all non depart 
mental non financial enierpnscs (NDNFFs) 
which, according to the author, are not only 
the inajoritv m teims of number but are also 
analytically comprehensive fhe study cun 
eludes that the deteriorating fiscal deficit is 
mainly on acc aunt of decline in the savings 
of admimstrativi^ departments (AUs) which 
has turned negative since mid 80s rather 
than due to d&iine in surplus generation ol 
the public seaor 

Thu note eamines the methodological 
appropnateiicss of Ni^garai’s study and the 
infeimces drawn from it The following are 
some of the methodological shortcomings 
ui the estimation of PSE defkil and findings 
thereon attempted by the study Firstly, the 
public sector enterprises’ deficit estimated 
in the study may not truly be comparable 
with the fiscal defiat The gross fiscal 
defkni, m the sirici sense; lefers to the ag 
gictate puMic scctoi borrowing leqtuRmem 
(PSBR) In other words, fiscal defiat refers 
to the overall debt financing of the budget 
The study, however, has not speafied the 
methodology Of estimating the fiscal defiat. 
Moreover, theotcrail PSE defiat estimated 
seems to he rather a conventional defiat 


deficit ovci I he rxriod Suchu lie lid observ 
gauging by the method aJopted It mav hr rd may ag tin Uigciv be aitiibiitcd to the dif 
noted, the fiscal delicit by definition is a krcncis in ihi dchiiitioiis if iht iwo con 
wider concept and conventional deficit IS a upts As illocicd to t iiiici liscul deficit is 
nariow concept Hence, there is a met hodo a \sidc'coii < pt mil lotus ind advinccs as 
logical limn ition in compaiiiig two sets of j mice <> bnik iht u onne gap ccnisii 
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^tuws a major component. A signiHcant por- 
;tion of the loans and advances raised by the 
'government, however, goes to public sector 
units in the form of equity of the PSEs as 
well as loans. It may be noted that over the 
years while the government's liabilities have 
gone abnormally high m the torm of interest 
burden, the returns from PSEs by way of 
dividend have been paltry, in this context, 
the study should have made a comparison 
of PSEs* dcricil with fiscal deficit net of in¬ 
terest liabilitie.s since PSEs also elicit a por¬ 
tion of the loans and advances raised by the 
government. In other words, instead of the 
fiscal deficit, Nagaraj should have used the 
primary deficit to study the pattern and 
trend in fiscal versus PSE deficit. 

Thirdly, the study has confirmed that the 
budgetary allocations to PSEs have shown 
a downward trend during the 80s. Statistical 
.evidence is quite supportive of this argu¬ 
ment. Nevertheless, one could also notice 
that the debt financing of those units also 
showed tremendous stiides in the 8()s (see 
table). National accounts statistics (NAS), 
which form the basic source of statistics on 
PSEs used by the study, indicate that net in¬ 
currence of liabilities (paid-up capital and 
loans including from government) has surg¬ 
ed over time fiom Rs 9,266 crore in 1980-81 
to as much as Rs 36,374 crore in 1989-90. 

Finally,-the inference of the study (hat the 
fiscal crisis is basically on account of the 
growing expenditure of the admini.strative 
departments rather than the poor financiai 
performance of the PSEs is also not (lawless. 
It is a fact that the emergence of the fiscal 
crisis has largely been on account of the 
growing expenditure of administrative 
departments. At the same time, one should 
note that the poor working results of the 
PSEs have a larger bearing on the upsurge 
in the expenditure of administrative depan- 
menis. Government very often resorts to 
jacking up administered prices basically to 
meet the growing resource crunch of ihc 
public sector enterprises. I his. in turn, 
balloons the expenditure of the administ¬ 
rative departments through the inflationary 
process,* the government sector being a 
captive market for most of goods and ser¬ 
vices of the PSEs. Another channel through 
which PSEs’ operations burgeon the ad¬ 
ministrative depaitmems’ expenditure is sub¬ 
sidy. NAS data show that the subsidy receiv¬ 
ed by NDNFEs has shown a steady increase 
from Rs 2,14.3 crore in 1980-81 to Rs 6.983 
crore in 1989-90. The subsidy element also 
, provides protection to the PSEs against com¬ 
petition from the private corporate sector. 
1b capture this influence, the subsidy should 
be treated as a component on the expen¬ 
diture side although the study has netted it 
out from the revenue side. 

The study under reference is nevertheless 
an earnest attempt to capture the magnitude 
and implications of public sector enterprises' 
deficit in the budgetary operation. The fin¬ 
ings of the study, however, have limited 
validity owing to the aforesaid methodo¬ 


logical problems. In other words, discussion 
of the issues relating to the estimation of the 
overall public sector deficit in general or the 
deficit of public sector enterprises in par¬ 
ticular still remains inconclusive In this con¬ 
nection, it may be noted that the estimation 
of a comprehensive public sector deficit is 
limited by, inter alia, the difficulties in the 
compilation of requisite data as well as con¬ 
solidation of statistics for activities that are 
of different nature. The only available 
estimate on public seaor rescxirce gap, albeit 
partial, is that published in the Emnomic 
Survey of the government of India. 

To sum up, .since the estimates of public 


S MOHANAN I’ll-l A1 (SMP hereallcr) 
hav faulted our methodology for assessing 
the macroeconomic impact of public sec¬ 
tor enterprises (FSE.s) in India j Nagaraj 
1993 j. Defending the method followed, this 
note offers some more evidence to strengthen 
our findings As ihe concepts and definitions 
used here arc same as earlier, no explana¬ 
tions are provided for them. 

SMP says that “The study... has noi 
specified the methodology of estimating 
fiscal deficit!’ I^rhaps, he has overlooked 
footnote 5 of the paper (p 108), which pro¬ 
vides the necessaiy details. 


sector enteri^scs’ deficit vrived at by the 
study cannot be used for working out the 
overall public sector defictt (PSER) due to 
conceptual flaws, the methodology adopted 
by the study has got only limited practical 
applicability. The study, however, provides 
some insight into the nexus between the 
financial performance of public enterprises 
and the fiscal crisis. 

Note 

• This is based on the fact that the weight of 
administered items forms almost 20.2 per 
cent in total weight in the WPI index. 


Overall deficit of PSEs, as explained, is 
a ratio of the difference between their 
revenue and expenditure—combined for 
capital and current accounts—and current 
GDP at market prices. As R P Short, who 
outlined this concept, stated. “The principal 
summary indicatoi of the macroccononiic 
impact or public enterprises is iheir overall 
deficits of financing requirement. It provides 
a measure of the effect of public enterprise 
operation^ on the balance between demand 
and supply in the economy..!' [Short 1984; 
144]. This indicator of PSEs’ deficit is a 
comprehensive measure which includes. 


Figure 1: Public Enterprise Sfctor Deucit and Primary 
DEF inr OF PuBi ic Sector as Percentage of GDPmp 

‘Per cent of current GDPmp 
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unong others, lepiynients of iouu, divi¬ 
dends and (apiictt) subsidies. Moreover, 
since the concept captures ail the mitior 
financial (lows binween the government ^ 
PSEs in the economy, as recorded in the Na¬ 
tional Accounts Statistics, we considered it 
appropriate to compare the overall deficil of 
PSEs with grass fiscal deficit of the govern¬ 
ment, combined for oential, state and union 
territories. 

However, to examine SMP’s suggestion, 
the overall deficit of PSEs is compared with 
the primary deficit instead of the gross fiscal 
defidt as done earlier (Figure I). The widen¬ 
ing gap between the two curves clearly sug¬ 
gests that the overall deficit of PSEs does 
not seem to be the reason for the deterio¬ 
rating primary deficit. Since the movements 
of the primary and fiscal deficits (Nagaraj 
1993: Figure I] are quite simibu; our finding 
is not altered by change in the measure of 
deficit used tocapture the fiscal imbalance. 
In other woids, the growing fiscal (or 
primary) deficit is perhaps not attributable 
to the overall deficit of PSEs. 

SMP says that, “A significant portion of 
the loans and advances raised by the govern¬ 
ment... goes 10 public sector units in the 
form of equity of the PSEs as well as loans!’ 
1R> examine this proposition, we estimate the 
share of PSEs (sum of equity, loans and 
capital grants) in the government's net 
(domestic plus external) borrowing. Figure 
. 2 suggests that this ratio has come down 
sharply from around 90 per cent in 1976-77 
to about 20 per cent in 1989-90, lowest over 
the three decades. Hence SMP’s argument 
is evidently not sustainable This result 
together with our ealier finding of the 
declining burden of PSEs’ (current and 
capital) expendture on the budget [Nagaraj 
1993: Figures 2.1 and 2.2 ] clearly 
demonstrates that not only has the depen¬ 
dence of PSEs on the budget reduced over 
the years, the share of government’s resour¬ 
ces flowing into PSEs has also come down 
very sharply. Therefore, tficre seems to be lit¬ 
tle basis to argue that contributions to PSEs 
foim the principal reason for the govern¬ 
ment’s growing debt burden. 

Providing some evidence on the absolute 
increase in PSEs’ ‘net incurrence of 
liabilities’ in the 80s, SMP further contends 
that “..over the years, while the government’s 
liabilities have gone abnormally high in the 
form of interest burden, the returns from 
PSEs by way of dividend have been very 
paltry”. It is widely known that the concept 
of 'return on equity’, for PSEs—as is con¬ 
ventionally used to assess private corporate 
firms—is inadequate to capture their finan- 
dal performance due to (i) historically evolv¬ 
ed capital structures, and (ii) the variations 
in accounting practices of PSEl Until 
recently, the significance of capital structure 
on PSEs* financial performance was inade¬ 
quately appreciated. Therefore return on 
equity is perhaps not a very meaningful 
measure of PSEs* financial performance. 
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I Moreover, sincie Naiiomt Accounts 
^’ Stolistks does noi provide adequate break 
up to arrive at such a measure we have com¬ 
puted the ratio of ‘net property income' paid 
by PSEs (to government and all other credi¬ 
tors) and the 'net incurrence of liabiluies* 
(that is. equity capital and loans from all 
sources) by PSEs. This ratio rose from about 
3 per cent in l%0-61 to about 46 per cent 
and went down to 26 per cent in 1989-90 
(Figure 3). ignoring the sharp peaks, for 
which we have no explanation for the mo¬ 
ment. an overall increasing trend m the ratioi 
especially since the mid-80s, is clearly discer¬ 
nible,' Although the measure is rudimen¬ 
tary, it nevertheless suggests PSEs’ increas¬ 
ing lepaymtmts of their financiat dues to the 
rest of the economy. This, together with the 
evidence (reported earlier) on the increase 
in (i) self-rinaiicing ratio of PSts and (ii) 
their gross profit as a proportion of capital 
employed over the period 1973-74 and 
1989-90, even excluding the contribution of 
petroleum firms, clearly suggest noticeable 
improvement in the financial performance, 
which would perhaps do not get adequate¬ 
ly reflected in a single meastae of return on 
equity.^ 

While admitting that "....fiscal crisis is 
basically on account of the growing expen¬ 
diture of the administrative departments 
rather than ihcisoor financial perlormancc 
of the PSEs..!’, SMP argues that “.. the poor 
working results of the PSEs have a larger 
bearing on the upsurge in tire expenditure 
of administrative departments" This accor¬ 
ding to him IS on account of (i) adminisi- 
rative departments (or simply, government) 
being captive market for PSEs’ products, 
and (ii) the subsidies provided by govern¬ 
ment to PSEs. 

While the captive sales to government and 
its subsidies could, undoubtedly, be an im¬ 
portant source of revenue lor PSEs—and a 
corresponding ios.s lui the govei nmeni - one 
cannot perhaps ignoie liiv substantial costs 
incurred by PSEs in fulfilling various public 
policy objectives foi which dicy usually do 
not receive (explicit) budgetaiy support 
Therefore, unless one has quantitative infoi 
mation on all these transactiais. they aie not 
amenable to empirical analysis at a niacio- 
economic level. 

Quite contrary to SMP’s impression, ex¬ 
plicit subsidies, as seen above—and also as 
slated in 4 of the paper—are included in 
computing the overall deficit of PSEs. Ad¬ 
mittedly, implicit subsidies could not be cap¬ 
tured in out exercise However, since the 
share of government’s subsidies received by 
PSEs are estimated to form only 16 per cent 
of the total in 1987-88 [Mundic and Rao 
1991], they perhaps cannot account for the 
growing expenditure and dissaving of the 
governrocnl.’ 

Thus, on a dose scrutiny, much of SMFs 
critidsnu of our methodology seem invalid. 
Ahhougb our attempt does not fully cap¬ 


ture the complex inrerrdtUioRship between 
PSEs and the govermnent in its iolalily— 
as, in fact, is admitted in the study—it never¬ 
theless seems to take into account the prin¬ 
cipal financial flows. Notwithsunding its 
shortcomings, our effort seems to indicate 
discernible changes in the macro-economic 
impact of PSEs over the period of three 
decades, especially in the 80s, which perhaps 
warrant a closer examination. 

IVotes 

1 However, ii needs to be staled that unless the 

ratio is greater than one, the debi on ac¬ 
count of PSEs will continue to rise. 1 am 
grateful to K irit l^rikh for pointing this out 
for me. 

2 The evidence docs not constitute an un¬ 
critical support of the pteseni state of PSEs 
in India, i'herc is an urgent need and 
substantial scope for improving their finan¬ 
cial performance, a discussion of which, we 
believe, is outside the scope of this exercise. 


3 Wgarein&Bt awareofthiipoMlhllttyami 
have taken out to qualify our ewdie 
[Naganti 1991; 2882, note 19], 
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We are an international non government organisation supporting development initiatives in 
some of the poorest parts of Asia Africa and Latin Ameri<» In India wr mission is to facilitate 
the empowerment of the poor in the process of social dev«rt<^>ment Currently we o’fe' ‘inai n i<ii 
managerial and technical assistance to ovet 100 locaf vofurtfaiy agenru’s in the planning 
implementation monitoring and evaluation of po/ffliy W»dioation and community based 
rehabilitation programmes We are also increasingly gettihg tnvolved in influencing public 
policy emergency relief and urban poverty Our team Odh^tS Of development profe* sionals 
in general management land and water resources heal^, edt^tion community organisation 
and disability We are now seeking lo streiigth"n our human rgsoufce base to manage our 
fast expanding operations in different pairs o* the country 


Director, Development 
Support 

The Development Support Division exist' 
to enhance the guality of ACTIONAIP 
Indies work by a series of interlinked 
functions including providing techeir al 
support services to community level 
proiects research and documentation 
tr4ining and influencing other key 
development institutions We are now 
looking for a person to lead tWs diviaion 
which comprises about twen^ SpeoraliSfs in 
Health Education Uvebhood Systems 
Polic' and Irainmg. TWs fs a sonior 
management position and the incumbent 
should have at feast ten years relevant 
experience with outstanding credential' in 
the Indian devetg|»tient sector A thorough 
grasp of development theory and practice 
excellent written smd orcd communication 
skills in Engit'h and dot^ora^/poa^duate 
gualiftcalion in a refatad disrlp^ine are 
essential Knowledge of ttie voluntary 
sector internahonal exposure, and 
specialisation m a thi^iatic area/gender 
issuec are nesir^C^ 

Co-ordinator, 
Livelihood Systoms 

The Livelihood ^ysttmts Umt }$ nasponsd^la 
for shaping AGTtCMAtD India's economic 
development » doth natural 

resource management «icf notthfarm We 
are now seeking a C>>'Ofdiraiaorto head this 
unit 1 he incumhet^ ^ shtKfId have a 
postgraduate qjtitMWcs^n in a related 
discipline and at least ^a years of recant 
experience Famflianty with sustainabfe 
agriculture systems and income generation 
programmes and good written 
communication skills in English are 
essential 
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The )ob entails meeUng the training irid 
development needs Of ACT lONAID lndi<r ‘ 
human resourOM at all levels The 
incunoent should have professional 
gualiticaUons tn Human Resources 
DevelOfxnar^raming at lea^t five years of 
relevant exp^enco excellent inter 
personal sWBs and good written and oral 
communtcatlon skills m F nglish Knowledge 
of the Indian voluntary sector is desirable 

Research Associate 

We are looking for a person with experienr i* 
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Ceaseless Quest for Quality, Safety and Team Work brings 
lOL international recognition. Commitment to Quality 
Improvement Programme (QIP) has made it possible for our 
Plant Manufacturing Works (PMW) to receive the prestigious 
ISO 9001 accreditation, certified by the TUV, Germany. PMW 
makes world class process plants and cryogenic vessels. 

To us at lOL, QIP goes much beyond product quality. 
Leadership through relentless technology upgradation, 
continuous improvement of systems and manufacturing 

processes, adherence to stringent 
: ] safety standards and competent 

J manpower has opened up for 

■ ^ V \ lOL new vistas of international 
pJ N. A market. 
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. \ f r\ \ I to set new standards— 
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U / ' satisfaction of customers 
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Surely, the international recognition will inspire all of us at 
lOL to reach newer heights of excellence in technology and 
quality standards. On this momentous occasion. lOL 
rededicates itself to make India technologically self-reliant 
and internationally respected. 
lOL When Queii lor Quallly ii » conhnuoue proceet. 
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We help Nature keep her true colours. 


\s leputi'il in iiiuLkluieis of vital 
(.lu'iiiual pioilikts wcM' Ixvn m the 
lott tioni of pionioiing safen and 
en\ iiotinK ni pjoiectioii 

( hii (.oniniiiinent to pteserve the 
envitonnieni uniiuivt sifep and 
f iihinu iliL heiiih and welt.ire of our 
t inplovees aiut fht sunoundinj* 
oMniiiiinits niiiiikM*' ifs« If m rveiv 
laiit of oui ojx'iatioii*- nj»lii fiom 
out ilioueof teihriologv to |M(k(s«- 
sekttio’i and t lu'iiuetini’ desij»n 

I IfliKiit iieaiineni pliriis at both 
OUI fai lotifs lendei luiuid wastes 
liiiiiile's SoplnsfiiaU'd pollution 
iliiitnient equipnieiU keep eimssuins 
wiihiii lolllaiKi' linuis 

Oui RNH wmu; ikvelops products 
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searches foi wa\s to recycle waste <inc< 
(onstanth c\aluates the eftec ttveiiess 
ol OUI own pollution presention and 
control efforts 

We\e designed c'ducation 
ptograninies to inform, tram and 
encourage our c^nployec's to active*!) 
participate in aehieving safe*ty and 
envnonmental protectiein goals, saletv 
inspcx'tioiis and safety audi^ to assure 
lonttnuous control, and, onsite and 
otlsite disaste-r control plans to aid 
eifeaive lesjionse to a wide range e)t 
emergencies 

It\s all pan vif our integrated effort 
to ktvfi OUI ope'iations safe and 
harmlc'ss 

And to ensure that we help 
Nature kec*p her trur* e'oleiurs 
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Famine Mortality' 


Reconstruction ot famine hislorv in the fater i9ih century calls into 
question the assumptions on which the government’s famine policy was 
based Relief measures, therefoie, could not but come into 0 (ieration 
piecemeal Moreover, mortalitv on ihe colossal scale recorded in the 
famine years was not simply the direct result ot starvation but the 
outcome of a far more complex set of conditions than offutal policy 
allowed,for What these conditions were and how patterns of famine 
mortality were determined by them tan be dtmonstrateJ by the 
history of Midras 1877 78 compated with Punjab 18% 
and 1900 01 1169 
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Rose-linled Prism 

Emjnatm^ fiuin linguisiic/litcraty theory and npidly olonising the 
social sciences postirodeimsin has encompassed nnich ol the discourse 
that peimiatc among others, thi subaltern studies piojcct, new social 
movements resistance theoiy and populai culture I’ostmodcrnism 
popular ciiltuii and resistance theuiy have all combined to subvert iht 
lamoiis dictum ol Oramsci about the nature of political action iiiMead 
ot pcssmiisin >1 the spirit and optimism of ihc wilt they now 
license optinnsin of Ihe spiiit and pessimism ol the will 1162 


I lassed 

SShilc Ihc J link liman mniillcc 
has lint blit Ik dilleit il aspects < I 
■ he bankinii mil sliKk rnirkci sc ini 
us {Knetiiiun il the politic il 
iconomic erisiioiimini which 
I iciliialid Iht iiginlic 
IriuJ IS fiiMcti ntiililh flawed Hi* 

In ( risi*. 

Ihc iMsis m « iiugual ristarch in 
lidiahisti 1c liKlied in lime 
insiiiuiional suucitiiis ihi 
universitie ihi I Cic and tin 
piotisMonal btHins such as ihi liidiiii 
ScAiological StHiciv 1 he ovt rut hint! 
Iiamewtnk with ri which the nilt ol 
eath ol iht St htidiis may be 
under tood howtvti isprosidtd 
by the piailict il jyolitics IIIV 

ITie Ak«‘<I 

S4ilh Iht chanc>«K dtinogiiphn 
jirtifile lit the population the living 
condition ot ihi aged their 
economic soci il and psychological 
status and tKiciy s response to ihiir 
problems call lor greater atlentioii 
than in the past A suivry ot he 
aged in Mahaiashtra ilM 

tn D(‘bt 

With aggregate txiernil debi ol 
almost $ 8*7 billion at the end ol 
September 1W2 India is on the 
verge of slipping into the category 
of severely indebted low income 
countries first of a new Special 
Sutistics scries JI5I 

Money and Prices 

The monetary authority in India 
would be wrongly advised that ii tan 
be cenam of conuiining inflahon 
solely by elfectmg a pre announced 
leduction in money growth rale, 
leave alone being able to do so 
costlessly 11*5 
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Brtkken Keed 

Ihc Niiisimht Kao govcinmcnl 
Us credibility 'horoughly eroded 
i iiinot provide an ifliciivc iipcuic 
to Iht picssures on the developing 
louiilries III oprII up Ihtir economics 
Id ihi gcxid services amt capital 
of the dirvelojitd lounlrics even a 
the lalKi feverishly raise 
proieciionisi walls for ihemselvrs 
ind SCI up nsinclise (fading 
bio ks 1140 

New Moralit) 

The tervid debate in the fok 
Sabha on the motion ot 
impeachment of justice Kamaswamy 
laid bare ihi swift sea change 
that notions ot conupiion 
and moral turpitude ate 
undergoing 11T5 

l^egacv of Apartheid 

In South Africa for generations of 
black Africans haired and violence 
have become pan of daily existence 
Not surprisingly, then township 
violence and the reslructuiing of 
post apartheid society in the face 
ol ethnic violence are today 
among the major issues facing 
the country IMS 
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SSP and World Bank 

IF Anil Patd (May 22) has to worry about 
“what will happen to the SSF oustees, if 
after the withdrawal of the \Morld Bank, the 
government of India fails to keep up its pro¬ 
mise and to force the sutes to implement 
R and R in a hit manner?”, with what face 
and logic does he criticise the EDs of the 
Bank and ridiettic the Morse-Berger report 
which have serious doubts and express con 
cern about the willingness and capacity of 
our governments to resettle and rehabilitate 
all project-affected people of SSP from the 
three states, even as per the agreed R and 
R policy? 

The discontinuance of the aid for the SSP 
is not the decision oi the government of 
India, but the decision of the World Bank 
consequent upon our government's failure 
to meet by March 31, 1993 the time-bound 
R and R and environment (benchmark) 
targets set by the Bank last October for con¬ 
tinued assistance. The announcement b>' the 
COi is only a face-saving device jointly 
agreed upon to save both of them from 
further embarrassments. If it is true that 
Bank’s continued involvement and monitor¬ 
ing of the R and R has contributed to the 
improvement of the K and R policy, it is 
more true that the Bank’s decision to jump 
into the project without full pre-appraisal of 
all aspects of the SSP before 1985 and 
without waiting for the GOI’s clearance and 
its incremental pulicy have led to the present 
crisis which it could not manage Even after 
the Morse-Bciger report, the Bank never 
wanted to wiilidraw. Instead it made all at¬ 
tempts to saivstge and help the governments 
to fuini its taigets. Ultimately that proved 
to be impossible and the Bank had no op¬ 
tion but to withdraw. 

All those who arc familial with the 
Tribunal’s failure to know the full dimen¬ 
sions of the total displacement of the SSP, 
the eaily ruthless evictions of people of 
Vadgam in 1980-81-82. the report of the 
Supreme ('ourt's commission in Arch 
Vahini’s petiaon, the reluctance of the 
Gujarat government to improve its policy, 
Scudder’s reports in 1985 and 1989, the in¬ 
ternal correspondence of the Bank about 
R and K and environment Irom 1989 on¬ 
wards, the gosernments’ attempts to flatter 
and influence the Motse C ommittce. the 
massive misinformation campaign, the 
loyalty of our governments lo the World 
Bank, but not lo out own people, and the 
latest attempts to lortibly remove people are 
not surprised by the wnhdiawai of tiic Bank. 
Only the governments try to fool the people 
and only the government’s NGOs, sufteiing 
from megalomania of their own achieve¬ 
ments, are out to support the governments. 
When the people in the valley have succeed¬ 
ed in asserting their independence and sav 
ing national honour by compelling the Bank 
to withdraw from the destiuctive develop¬ 
ment, we can only pity those NGOs who 
have accepted SSP as a ‘reality’ right from 


the beginning and who have tried to drive 
the poor ‘victims of development’’ to the 
path of self-eviction and sdf-desiruction. 
When an outside agency like the World Bank 
has shown genuine concern for the human 
rights of the oustees and for environmental 
protection, our own governments consider 
this concern as interference in and hinder¬ 
ing India’s path of development and as 
humiliation and indignities imposed upon 
us. It is ironic that NGOs committed to ‘total 
revolution* have become champions of false 
national dignity and honour, instead of be¬ 
ing defenders of our peoples rights. 

Neither the Morse-Beiger report nor “the 
violent intellectual attack” on the SSP has 
failed. Rather the legitimacy and credibili¬ 
ty sought to be derived for the project from 
the World Bank’s support has been now 
knocked out. All the tall claims of the 
governments have been exposed. When the 
governments’ own confidence is shaken, it 
is strange that some NGOs assert that “SSP 
cannot be stopped”. Instead of maligning the 
Narmada Bachao Andolan, let Arch Vahini 
do some introspection to find out how it has 
been caught in its own trap! 

GiKi.sIt Pah I 

lok Adhikar Sangh, 

Ahmcdabad. 

Rural Poverty 

THE Eighth Five-Year Plan document has 
mentioned that “in 1987-88 the rural poverty 
line in term of per capita monthly expen¬ 
diture was Rs 131.80” (p 27). The Fourth 
Quinquennial Survey of Consumer Expen¬ 
diture; 43rd Round, 1987-88 ha.s shown the 
following pattern of monthly per capita con¬ 
sumer expenditure (MPCE) in rural India: 
The table shows that the bottom 46.6 per 
cent of the rural population had an MPCE 
of Rs M7.45 and was clearly below the 
poverty line. Another 9.7 per cent of the 
population in tlic MPCE range of Rs 125-140 
had MPCE of Rs 132.58 which was higher 


than the cut-off point of poverty line of Rs 
131.80. Assuming that rural 3.4 per cent of 
the population in the MPCE class of 
Rs 125-140 had an MPCE of less than 
Rs 131.8 it can be seen that 50 per cent of 
the rural population was below poverty line. 

Minhas, Jain and Tendulkar {EPW, July 
6-13, 1991) had questioned the methodology 
adopted ti^ the Planning Commission which 
shows a massive reduction of poverty ratio 
in the rural India to 32.7 in 1987-88. They 


MPCE Class 
(Rs) 

Percentage 
of l^nons 

MPCE 

fRs) 

Less than 65 

5.1 

5.UI 

65 - 80 

7.3 

73.25 

80 - 95 

10.2 

87.74 

95 -no 

12.5 

102.56 

110-125 

11.5 

117.45 

US-ldO 

9.7 

132.58 

140-160 

10.6 

149.30 

160-180 

7.7 

169.67 

180-215 

9.2 

196.36 

215-280 

8.3 

212.77 

280-385 

4.8 

321.32 

385 and above 

3.1 

628.52 

All 

100.0 

100.00 


Snurre: Sarvekshana. July-September 1991, 
pS-65 


calculated the rural poverty latio at 48.69 in 
1987-88. The Planning Commission com¬ 
pared the National Sample Survey (NSS) 
consumer expenditure survey with the Na¬ 
tional Accounts estimate of aggregate con¬ 
sumption for I he nearest financial year and 
when it found that the NSS estimate was 
lower than (he NAS estimate, it jacked up 
prv rata the NSS si 2 e distribution of con-- 
sumer expenditure and estimated the rural 
poverty ratio at 32.7. 

The Fourth Quinquennial Survey of Con¬ 
sumer Expenditure. 43rd Round, 1987-88 
has vindicated Minhas, Jam and Tendulkar 

Kkipa Shankar 
Arthik Anusandhan Kendra, 

.Mlahabad. 
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The Capitulation 


I T IS not ev«n that times are a changing, times base changed 
In earlier seasons, official decisions on basic issues of policy 
would be announced, preferably in parliament, by ministers who 
were politically suificiently weighty Such conventions hast 
obviously been given the go by Or it could be that the mimsteis 
are much too ashamed to disgorge unpleasant tidings A cis li 
servant, holding charge in the union ministry of commerce, due 
to retire by the end of this month, was chosen to inform ihi 
nation about the government’s intention to accept the noims 
and standards laid down by the Dunkel draft on trade related 
intellectual property rights The government, according to thiv 
spokesman, has also decided to bow down to the Dunkel demand 
to extend patent rights up to 20 years The transnational cartels 
could now breathe freely the New Delhi decision to embrace 
the Draft all the way would not make an exception of the drugs 
and pharmaceutical industry eithei It is a question of faith, as 
the commerce secretary took pains to explain, the goveinment 
simply does not believe that drug prices in the country would 
rise by SOO or 1,000 per cent as a result of the transnational in 
vasion following the acceptance of the Dunkel regime fheri 
IS, in his view, a lot of ‘exaggeration’ indulged in by the cam 
paigners who claim that acceptance of the GATT secretary gene 
Ill's proposals would compulsorily subject plant seeds and genes 
to the tyramqi of foreign patenting, Iiulia should be able to evolve 
a sut generis system of protection in this area and conserve the 
nghts of indigenous farmers, research workers and scientists 
The civil servant expatiated at great length on one particulai 
point, this country will have a grace period of 12 years to sort 
things out, after all, the implementation of the GAIT proposals 
could be held back till 2005 The hint was dropped that confi 
dential talks have alreadv been initiated with representatives of 
the US trade department, since we have effected total surrender 
on major issues, minor concessions hopefully were bound to 
come India’*’ way One of the concessions the government is 
evidently aiming for is some relaxations in the patent provisions 
for seeds and plants 1 he commerce secretary used up several 
hundred words to emphasise the government’s eagerness to lobby 
intensely with the lords and masters in Washington, DC, and 
other western capitals so that a cruaal footnote could be added 
to the Draft Final Act of the Dunkel text, it would suggest that 
the act be read in conjunction with Article 5 of t he Fans Con 
vention which in ceitain insunces allows compulsory licensing 
of patents The avil servant sounded jubilant in advance if only 
such a footnote would be added, foreign parties would not be 
able to mulct our consumers and fanners at will 
As of now, this IS of course pious hope But the government 
has lU own compulsions The deasion to give in on Dunkel, 
the commercr seoetary was candid enough to admit, is pnmanly 
based on the assumption that it would stimulate the How of 
foreign investment to the country Implicit too is the hope that, 
once we have signed the deed of surrender on TRIPS, the 
venerable Amencans would withdraw the Damocles’ sword hang¬ 
ing in the form of threats under Super and Special 301 of their 
Ihule Act. What the secretary has left unsaid for the sake of 


politeness is that the Indian Paieni' Ait dI 1U70 would now need 
to be given a i oniprehensive bun tl and that sod,! of trade im¬ 
perialism, the Pans C onventioii whuli for decades on end In 
dian patriots had kept at bay would htncelorth command total 
obedience The patents act this country put in the statute hook 
almost a quarter of a centdry ago was hailed aiound the world 
as a piece ol model legislation lor all pcKir countries aspiring 
for self-sustained economic and technological development That 
legislation would now be officially certified a< dead IVrhaps 
the government is not unfeeling, ii perhaps would rjuote, wtlo 
vote, some fUdor poetry tiue we loved her once, hut that was 
in another country, besides, the wench is dead 

Yes, a quaner of a century ago India was a different country, 
and the lady in the imagery, the national goal ol sell reliance, 
IS now safely dead Ihe authoiities therrfoic feel secure enough 
to leak the news of ns capit ulation throu» h the lips of an about- 
to retire bureaucrat The earlier promise to have the whole range 
of issues concerning the Dunkel draP debated in parliament 
before a final decision was taken has, to all indications, been 
scrapped The government, there is no question, wants to be con 
sistent The finance minister has, in the course of the fiast two 
years, accepted each and every provision with respect to trade 
related investment measures (TRIMS) in the Dunkel draft Why 
should we therefore cavil at TRIPS'' We should rather first sign 
the deal of surrender and then throw ourselves at Ihe feet of 
the Amencans, begging them to gram us morsels of mercy, such 
as on the issues of compulsory licensing and exemption of plant 
patenting 

Anything to propitiate the strong and mighty westein nations 
Our delegation to the human nghts conference organised by the 
United Nations is to be led by the finance minister Does he not 
have the reputation of being Their Man in New DelhD His 
presence in Vienna is intended as a signal lor (he Amencans 
we will agree to whatever you say on human nghts, including— 
maybe with sonw dissembling necessary for home consumption— 
on Kashmir, but you must keep youi part of the bargain, you 
must not cut u$ off funds The unambiguous sutement, on the 
acceptance of the Dunkel draft is another signal in the same 
direction India will be loyal and order abiding, please, sirs, the 
rich poweis must not choke off the flow of funds to its shores 

For those who have been fighting strenuously and for long 
years for technological self reliance, is the battle all over^ Not 
quite. There ts still one weapon left in the armouiy of the political 
parties that have gone on record opposing Dunkel and there is 
iittle doubt that they continue (u represent the sentiments of a 
considerable proportion of (he electorate These parties coulch 
sign a joint declaration to the effect that they do not endorse 
the offlcia] decision to suspend resisunce to the Dunkel pro¬ 
posals, once a change in regime ukes place in New Delhi follow¬ 
ing ttonocratic elections, they propose to look into the issues 
de novo, reserving the nght for themselves to re negotiate aspects 
ol the proposals the present government might have already 
agreed to. That might not exacily set the cat among the pigeons, 
but at least prevent our going naked into the council chamber 
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PRIPRITY SECTOR CREDIT 

Lip Service 

ADDRESSING the ninth regional con¬ 
sultative committee meeting of nationalised 
banks for the southern region—held after 
a gap of seven years!—the union finance 
minister has been reported as having express¬ 
ed grave concern over the reduced flow of 
bank credit to the priority sectors in the last 
three years and exhorted bankers to provide 
more credit to these sectors. Lest bankers 
should misunderstand him, the finance 
minister was quick to clarify that he was 
seeking this performance on a voluntary 
basis, that iaslead of lending under compul¬ 
sion from the government, the banking sec¬ 
tor should take advantage of the govern¬ 
ment’s new liberalisation policy and extend 
mote credit to agriculture and the small-scale 
sector to boost productivity in these seg¬ 
ments of the economy. However, it passes 
comprehension why, in the liberalise set¬ 
up, bankers should soil their hands with 
more lending to the disadvantaged sectors. 
It is not merely a question of the bankers’ 
anxiety about their bottom line; it is more 
a question of the sections and classes which 
bankers and government functionaries wish 
to serve. In the initial period of bank na¬ 
tionalisation there was a strong impetus for 
significant structural changes in banking 
because there was a political thrust, but this 
was not sustained and the class biases of 
banking personnel and the government 
bureaucracy began to assert themselves, 
particularly after the mid t980s when the 
liberalisation theology gained rapid currency. 
The achievements of bank nationalisation 
have been put in reverse gear since then. This 
is also the period when the presence of 
foreign banks on the domestic banking scene 
has expanded noticeably; this is not a mere 
coincidence. 

Priority sector advances are a good exam¬ 
ple Banks were expected to achieve a 40 per 
cent target for priority sector lending by the 
end of March 1985, which the public sector 
banks not only achieved but surpassed. 
Priority sector advances as a percentage of 
net bank credit reached a peak of 45.7 in 
June 1988. Many smail-si/.cd public sector 
banks had a tradition of piionty sector lend¬ 
ing and in their case the ratio even crossed 
SO per cent. But the climate underwent a 
change in the second half of the 1980s when, 
under the influence of economic liberalisa¬ 
tion, banks vied with one another in scout¬ 
ing for the bigger accounts. Ai<d if the big¬ 
ger accounts were not forthcoming, banks 
did not hesitate to concentrate on treasury 
operations. As a result there occurred a 
steady decline in the share of priority sec¬ 
tor advances in net ^nk credit to-42.3 per 
cent in June 1990 and 40.9 per cent in June 
1991. In 1991-92, the year of a radical turn- 
round in economic policies, priority sector 
ratio fall below the target of 40 per cent, to 
39.3 per cent at the end of March 1992. The 
extent of the decline is better appreciated in 
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imreroenul terms. Ounng 1990-91. expan¬ 
sion of priority sector advances at Rs 2.532 
crore constituted 20.5 per cent of incremen¬ 
tal total non-food credit and in 1991-92 the 
expansion of a similar amount of Rs 2,554 
crore constituted 28 per cent. Partial data 
for 1992-93 (April-July) suggest that the ex¬ 
pansion of Rs 1,189 crore in priority sector 
credit worked out to a mere 14.6 per cent of 
the expansion in non-food gross bank credit. 
The decline in priority sector advances is 
sometimes attributed to the Janata Dal 
government’s d isciedited loan waiver scheme 
of 1990-91, but this is only partly true. The 
erosion of the priority sector’s share had 
begun much before the loan waiver scheme 
and it has continued unabated thereafter. 
The foreign banks, which were not affected 
by the loan waiver scheme, have also reduc¬ 
ed their priority sector ratio from 9.8 per 
cent at the end of March 1990 to 9.5 per cent 
at the end of March 1991 and 7 per cent at 
the end of September 1991. This decline 
should be considered sharp even after taking 
into account seasonal factors, especially 
when compared with the target of 12 per 
cent for the end of March 1990 and 15 per 
cent for the end t)f March 1992 set for the 
foreign banks. 

The above data do not tell the entire story 
of the ncgliret of the credit requirements for 
the balk of the disadvantaged production 
units in agriculture, small-scale industry and 
small businesses. The rural credit structure 
is in total disarray which calls for a signifi¬ 
cant attitudinal change on the part of the 
government. The urban orientation of.com- 
mercial banks is now increasingly becoming 
blatant. The relaxation of credit norms for 
large-sized industrial advances, permission 
for bank lending in favour of share brokers 
and against the security of gold and com¬ 
pany shares, etc, and the government’s con¬ 
stant refrain of rinanctal sector reform on 
the basis of the Narasimham committee’s 
command performance with the focus 
almost exclusively on the banks’ profitabili¬ 
ty have gone to reinforce the urban and laige 
industry orientation of commercial bank 
managements. Why, the finance minister has 
only to find out the proportion of man¬ 
hours spent m his own ministry and its 
departments on external liberalisation, gold 
imports and other gold policies and such 
other aspects of stabilisation and structural 
adjustment compared to that spent on the 
rural credit structure and bank credit for 
agriculture, .small-scale industry and small 


borroweri, the sectors which constitute a 
dominant but neglected component of this 
poor society. 

GOVERNMENT SECURITIES 

Callous Lack of Concern 

HOW the structural adjustment and 
subilisation programme b leading to contm- 
dictory economic policies is evident from the 
government’s stance on coupon rates on iu 
securities. On the one hand, the government 
is under pressure to reduce the fiscal deficit 
and, on the other, the goal of financial sector 
liberalisation demands, among other things, 
the progressive introduction of market- 
relat^ rates of interest. The result is an in¬ 
crease in coupon rates which makes no sense, 
looked at from whatmr angle 

The government and the Reserve Bank 
have fixed the coupon rate at 13 per cent on 
five-year government of India securities. As 
recently as in the initial two phases of 
1991-92, the coupon rate for five-year 
securities was 10.5 per cent and those for 
lO-year, 15-year and 20-year securities were 
10.75 per cent, 11.25 per cent and 12 per cent, 
respectively. For floatations done on an auc¬ 
tion basis in 1991-92 the maturity periods 
were slashed to five years and 10 years and 
the coupon rates on the basis of cut-off 
yields fixed at 12 per cent and 12.75 per cent, 
respectively. In the current year the govern¬ 
ment has resorted to a novel method of con¬ 
verting over Rs 7,000 crore 364-day treasury 
bills into three-year dated securities at a 
coupon rate of 12.75 per cent to facilitate 
roll-over of debt. The government has also 
issued securities on auction basis with a 
variety of maturities—five, six, seven, eight 
and now nine years. Hitherto the coupon 
rates on these securities ranged from 12 per 
cent to 12.70 per cent (except for the nine- 
year securities which are yet to be conclud¬ 
ed). Against this background, the drastic 
enhancement in the coupon rate to 13 per 
cent for the second tranche of five-year 
securities raises many questions. First, within 
a short period of three months or so a 
chaotic range of coupon rates have been 
prescribed—12.75 per cent for three-year, 12 
per cent for five-year, 12.3 per cent for six- 
year, 12.6 per cent for seven-year. 12.7 per 
cent for eight-year and now 13 per cent for 
five-year securities. It is possible that the 
market prices of the securities may bring 
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about a temblance of retionality in their 
yield rates, but it will have unequal reper¬ 
cussions on asset values in the balance sheets 
of banks and other institutions holding these 
securities. 

One is not sutc if the RBI and the govern¬ 
ment realise that they have been taken for 
a ride by the banks when the latter placed 
their bids for Rs 1.000 crore issue at the cut¬ 
off yield of 13 per cent. This has happened 
despite the fact that the banking industry 
currently possesses easy liquidity. The 
bankers are aware that the government is in 
a tight position. Apart from the repayment 
obligations of Rs 8,777 crore in 364-day 
treasury bills (of which a significant pan has 
bedi convened into three-year securities), the 
government has a target of Rs 9,700 crore 
to fulfil for market borrowings and borrow¬ 
ings through 364-dBy treasury bills. Earlier 
attempts at market borrowings have not 
been successful It is very likely that the 13 
per cent coupon rate has been manipulated 
by a few banks using their oligopolistic clout 
and knowing that the government and the 
RBI do not seem to be overly concerned 
about the interest burden put on the budget 
so long as the impression of ongoing finan- 
rial sector liberalisation can be kept up. if 
the government were really concerned, there 
was ample scope, in the existing money 
market conditions, for attracting subscrip¬ 
tions at lower coupon rates Apart from the 
fact that banks ate relatively flush with 
funds due to the reduction in the cash reserve 
ratio (CRR). government securities are zero- 
weighted assets for capital adequacy norms 
and banks with excess expon refinance limits' 
with the RBI at II per cent interest would 
obviously take advantage of investment op¬ 
portunities in government securities at rates 
higher than II per cent. Instead of giving 
in and thereby generating exaggerated market 
expectations the government and the RBI 
should have stuck to lower coupon rates. 

That the government and the RBI ate un¬ 
concerned about the consequences of such 
irrationally high rates on government secu¬ 
rities is confirmai if we consider that, with 
the likelihood of a further slashing of the 
CRR, the banks will continue to be flush 
with funds. Due to the recessionary condi¬ 
tions in indust ry, the prospects for commer¬ 
cial sector ciedUt aie not particularly buoyant. 
The finance minister has himself admitted 
that the macro-economic situation calls 
really for a reduction in interest rates. The 
current aewunt deficit in the balance of 
payments has come down; crop prospects are 
bright; and the inflation rate is claimed to 
have reached a low level of 6 per cent. 
According to Manmohan Singh, 'full con¬ 
vertibility* of the rupee has nM eaten into 
foreign exchange reserves and the economy 
is generally looking up. Against such a 
background, how do the government and the 
RBI justify their pushing up coupon rates 
on government securities to such hi^ levels? 
With such attractive yields on government 


securities, banks have little incentive for 
undertaking lending operations. 

The Sukhamoy Chakravarty committee 
had recommended that the (91-day) treasury 
bill rate be fixed at the expected short-term 
inflation rate plus a marginally positive 
return and the coupon rate on IS-ycar 
government securities at the expected long¬ 
term inflation rate plus a positive real rate 
of return of 3 per cent per annum. The dis¬ 
count rets offered on 91-day treasury bills 
today is about 9.75 per cent and the coupon 
rate on five-year securities has been fi^ at 
13 per cent. This would imply an expected 
short-term inflation rate of 8 to 9 per cent 
and a long-term inflation rate close to 10 per 
cent. In fact, with the norm suggested by the 
Chakravarty committee, the coupon rate on 
five-year securities should not in any case 
exce^ II per cent in 1993-94. There is a 
strong case for fixing an even lower norm 
for coupon rates oti securities as (a) they 
are extremely safe and riskless investments; 
(b) the operational cost for the banks of such 
bulk investments are negligible; and (c) the 
average earnings on such investments should 
be lower than the average earnings on bank 
advances. (This is particularly important as 
long-term securities contribute the bulk of 
the banks* investment holdings.) With the 
benefits derived by banks from holding 
government securities in matters relating to 
capital adequacy, etc, banks would be clearly 
reluctant to expand their lending operations. 
Also, considering (he opportunity cost in¬ 
volved in parting with government resources 
in the form of increased interest cost when 
a large number of socio-economic program¬ 
mes are crying out for additional funds, 
increases in coupon rates on government 
securities should be effected in small doses 
of 0.35 percentage point. The current prac¬ 
tice of allowing increases ranging from O.SO 
percentage point to 2 percentage points 
shows utter insensitivity to sacrificing 
government resources to enhance rentier in¬ 
comes in the economy. It is because of this 
insensitivity that (he centre’s interest 
payihents have galloped from Rs 32,500 crore 
in 1992-93 (revised estimate) to Rs 38,000 
crore in 1993-94 (budget estimate)—an in¬ 
crease of Rs 5,500 crore in contrast to an 
increase of Rs 3,607 crore in the centre’s 
budgetary support to the central plan outlay 
for 1993-94. 


ASSAM 

Electoral Cleansing 

Kamamopi writes: 

VteT another controversy is building up in 
Assam over the ‘special revised instructions’ 
(these are no more dcKribed as ’guidelines’) 
for revision of electoral rolls recently issued 
by the Election Commission, directing an in¬ 
tensive revision of electoral roils in the state 
with reference to January I, 1993 as the 


kiiiafifying date’ px inclusion. These instruc¬ 
tions, issued on May 18, have caused con¬ 
siderable misgivings among many sections 
of (he people, not all of whom can be 
describ^ ‘illegal infilirants’ or even as 
'suspected illegal infilirants’, even while 
being welcomed by those sections passio¬ 
nately committed to ensuring an electoral 
roll ‘cleansed’ of all illegal aliens. 

In this, the latest phase of the ongoing 
ding-dong battle between the Election Com¬ 
mission and the state government that began 
on August 21 last year, when the initial 
guidelines were issued, the state government 
appears to have secured the unexpected sup¬ 
port of several tribal organisations. The All- 
Tiwa Students’ Union and the Autonomous 
Lalung District Demand Committee, which 
are agitating for the constitution of an auto¬ 
nomous district comprising areaicclaimed to 
be predominantly inhabited by the Tiwas 
(formerly Lalungs); several oiganisations of 
ihe Mising people including the All-Mising 
Students’ Union and (he Alt-Rabha Sahiiya 
Sabha have opposed those features of the 
instructions which, in their view, seek to 
exclude cnc.oachers in grazing reserves and 
forest and ‘khas’ lands from inclusion in the 
electoral rolls The United Minorities Front 
(UMF) too has opposed these directives. 

The point of dispute is para 7 4 of the 
‘special revised instructions' which directs 
(he electoral registration officer to ensure 
that “the names of cncroachers on VGR 
(village grazing reserve) /PGR [professional 
grazing reserve] forest lands/ khas lands or 
any other government lands are not included 
in the draft rolls". 

Almost as soon as the ‘special revised in¬ 
structions’ were received, the slate govern¬ 
ment pointed out the almost insuperable dif- 
Hculties that would arise if these instructions 
were to be followed, given the fact that for 
years (if not generations) a very large 
number of people belonging to every class 
and community—indigenous tribal and non- 
iribal people as well as refugees and legal 
and illegal migrants from erstwhile East 
Bengal and East Pakistan and, later, 
Bangladesh (and Nepal)—have settled down 
in such lands. That the state government has 
been unable or unwilling to regularise these 
’illegal’ occupations or evict the ‘encro- 
achers’ is. for the purposes of enumeration 
of potential voters, not strictly relevant. 

As is the case with almost every, official 
provision, the ban on encroachment into 
these grazing reserves, forest wd khas lands, 
etc, has several in-built loopholes, though 
even without these loopholes, such encroach¬ 
ments, always made under political en¬ 
couragement. could not have been avoided. 
1Vo types of grazing reserves came into ex¬ 
istence in Assam in Ihe I920s. According to 
a slate government publication (Revenue 
Administration in Assam, Government of 
Assam, I990), "The VCRs are constituted 
near villages for facility of common farmeis 


icoQomic and Political Weekly June 5, ]993 


1129 



having few cattle heads, while most of the 
PCRs are located in riverine areas or char 
areas for bigger herds encroachments on 
VGRs and PGRs, if any, will be removed. 
Henceforth, land under VGRs and PGRs 
will not be further decreased by way of 
dereservation and allotment, etc, except for 
public purposes under special circumstances!' 
These (in principle) admirable provisions 
have in practice been regularly violated at 
least to the extent that every kind of en¬ 
croachment into these reserves has been 
tolerated (if not selectively encouraged on 
all sides) for decades. 

,Whal is surprising is that this, an essen¬ 
tially political and siKial issue has now got 
enmeshed in the regulations that are to 
govern the inclusion of a person’s name in 
the electoral rolls. The lessons «f the Assam 
Accord and, especially, the contretemps that 
accompanied the very first moves of the 
AGP government to implement some of its 
provisions appear to have been lost on all 
sides. 

Clause 10 of the Assam Accord had al.so 
said (the choice ol tense is deliberate for the 
Accord has been overtaken by other develop¬ 
ments) that the Accord would ensure "all 
relevant laws for prevention of encroachment 
of government lands and lands in tribal belts 
and blocks are strictly enfoiced and 
unauthorised encroachers evicted as laid 
down updet such laws". Interestingly, the 
AGP government whose leaders had ridden 
to power on the pLink of evicting illegal 
aiieiu and who, in populai perccpiion, were 
the biggest encroachers on governmeni 
lands, began its moves against such illegal 
encroachments into forest lands where most 
of the encroachmenis have been b> the slate’s 
own indigenous tribal and non-uibal people. 

The measures taken by the AGP govern¬ 
ment to evict encroachments ui forest lands 
led to the alienation of the tubal people— 
who by definition do not view themselves 
as encroachers in any part of the stale—and 
■he intensincaiion of the then still incipieni 
movements of various tribal oigani.saiions 
foi greater autonomy within or total separa¬ 
tion from Assam, indeed, the shift in the 
araicgic objective of the leaders of the ’anti- 
foreigner' agitation from eviciion/dcporta- 
tion ol such illegal aliens to securing the 
deletion ol the names ol the majority of 
such illegal aliens from the electoral rolls, 
and that too for a iimiied period of 10 years, 
shows that the leadeiship fully appreciated 
the political and demographic compulsions 
that it would have to face, and the allies it 
would have to work with, when once it 
assumed office 

Those parts of the 'special instructions’ 
of the Election Commission which in 
essence constitute an intervention in such 
sensitive matters are likely to further exacer¬ 
bate passions and create more divisions. Biu 
then, is is precisely such issues that conliniie 
to provoke the stiongcsi passions also among 


the advocates of a cleansed efeciorai rolls, 
however impossible such an objective ap¬ 
pears to be in practical terms—something 
that the leadership of the Assam agitation 
was shrewd enough to realise when it sign¬ 
ed the Assam Accord. 

HUMAN RIGHTS 

Not in Kashmir Alone 

THE UN-sponsored World Human Rights 
Conference in Vienna seems to have sent 
South Block and North Block into a tizzy. 
The usually tongue-tied officials of the 
ministries of home and externa) affairs (who 
in normal circumstances would not part with 
any information, however innocuous it 
might be, on the sanctimonious plea of pro¬ 
tecting the ‘najipnai interest’), have all of a 
sudden discovered the gift of the gab. In a 
whirlwind of briefings, they have been busy 
advising journalists as well as official and 
non-official delegates to the conference on 
how to behave as ‘patriotic’ Indians once 
they reach Vienna. They are expected to 
assure the western delegates how good a job 
India is doing in leading its citizens to the 
fairyland of ‘human rights’, and how the 
tierce demon of Pakistan is getting in the 
way of this wonderful journey! 

A large number of NOO ( non-govern- 
ment organisation) representatives from 
India are attending the Vienna conference, 
and the government is naturally keen on 
making them toe the official line on Kashmir 
and other issues. In one such briefing by the 
home ministry, the NGOs were warned 
against falling into the trap of Pakistani 
propaganda about the atrocities by Indian 
security forces in Kashmii. The NGOs were 
asked to counter allegations of atrocities by 
reiterating that it was P^akisian which had 
created the Kashmir problem by supplying 
arms to the secessionist militants there In 
his attempt to sub.staniiate this coiiti'ci 
charge, the joint secretary in the home 
ministry who 's in charge of Jammu and 
Kashmir (and ‘human rights’ to boot) was 
reported to have (old the NOO represen¬ 
tatives attending the briefing that Pakistani 
arms and ammunition seized by Indian 
security fortes from captured militants since 


1989 have been SO vast as (o equip three div). 
sions of the Indian army. If this is true; there 
are legitimate reasons for cutting down on 
our arms expenditure. Let Rik istan take care 
of our arms needs by pumping into Kashmir 
all the sophisticated weaponry which then 
falls ready prey to our ever-vigilant security 
forces. One hopes that the delegates to the 
Vienna conference do not repeat such of¬ 
ficial claims, and further jeopardise India's 
lotteiing image abroad by making New 
Delhi a butt of ridicule. 

But to turn to more serious matters, the 
bureaucrats in New Delhi are .solely obsess¬ 
ed with the fear of Pakistani allegations 
about Kashmir in the Vienna conference. 
They are completely oblivious of other 
misdeeds of their government which are like¬ 
ly to draw criticism at the international 
forum. The forcible eviction of villagers 
horn the site of the Sardar Saiovar dam and 
other dam-building projects (which has been 
documented by the ILO in a report accusing 
India of discriminating against tribals, 
ryhich is to be presented at the Vienna con¬ 
ference), the connivance of the Indian ad¬ 
ministration and police in the killing of 
members of the minority communities in the 
recent communal riots, the abetment of the 
government in the continuation of social 
evils like untouchability, child marriage, 
child labour and discrimination against 
women, the heinous practice of police tor¬ 
ture and killing of suspects in custody—all 
these issues will be rais^ by the NGOs, both 
Indian and foreign, at the conference. Can 
New Delhi hope to absolve itself of the 
responsibility of vio'lating the human rights 
of these citizens by blaming Pakistan? 

Whai needs to be emphasised—and 
cxposcd—boih at world conferences and 
public platforms in India, is that the 
atrocities by the security forces in Kashmir 
are not isolated responses in an exceptional 
situation (of a ‘proxy war’ as made out to 
he hy New Delhi), but a general manifesta¬ 
tion of the brutalisation of the state 
machinery which violates the human rights 
of oidiiiary Indian cnizens in every part of 
the country—whether in the Narmada valley, 
or in police custodv, oi in the tribal villages 
of the north-east, or in the slums and homes 
of the poor in Bombay, Delhi, Bhopal. 
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IN THE CAPITAL MARKET 


Monnet Ispat 

MONNET ISPAT, promoted by Sandeep 
Jajodia and Jindai group’s flagship com¬ 
pany, Jindal Strips, is setting up a project 
for the manufacture of non-coking coal- 
pased sponge iron with a capacity of one 
akh TPA in district Raipur, Madhya 
Pradesh. The project is sited in a centrally 
notified backward area in village Kurud, 
.‘ight kilomettes from Raipur, with the ad¬ 
vantage of being located in the iron ore 
ind coal producing area and well con¬ 
nected by air, road and rail. Jindal Strips 
s an existing, listed and highly profitable 
.'ompany and is amongst the leaders in the 
>teel industry in India. Its product range 
.'omprises stainless steel, fcrro chrome, 
.old rolled steel, sponge iron. etc. Jajodia, 
isith experience of over six years in 
manufacturing, international maiketing, 
easing and finance, etc, has promoted 
Monnet Iwo Alloys, manufacturing high 
;arbon fcrro chrome. Jindal Strips, under 
he chairmanship of O P Jindal, has 
Jeveloped indigenously the technology to 
manufacture sponge iron using the non- 
;oking coal route at a substantially lower 
project cost as compared to other similar 
projects. It has already set up, using its 
;ethnology, twi modules of one lakh TPA 
.'ach at Raigarh, Madhya Pradesh, to 
manufacfuie sponge iron which arc run¬ 
ning successfully. It is now setting up fur- 
her manufaauring facilities to increase 
he capacity to six lakh TPA. O P Jindal 
s chairman of Monnet Ispat and Sandeep 
Jajodia the managing director of the com¬ 
pany. Two important features of Monnet 
Ispai’s project are its low project cost, 
•shich at Rs 36 crote is amongst the lowest 
n the industry, and the other is the 100 
.Pcr cent buyback of its entire production 
py Jindal Strips for the first five years 
from 1992. As such the company does not 
envisage any marketing problem. In this 
ight, leading financial institutions such 
IS the ICICI, the UTI and Credit Capital 
Venture Fund have participated in the 
rompany’s equity and NCOs to the extent 
jf Rs 8.20 crore. The project is slated to 
tommence production by August. The 
:ompany expects to achieve SO per cent 
rapacity utilisation in the first year of 
pperaiion and peak capacity of 80 per 
rent (output of 80,000 tonnes of sponge 
ron) from the third year. It is to earn cash 
profit amounting to Rs 3.56 crore and net 
profit of RsO.89 crore during the first 
vear of operations. The company’s finan- 
rial projections, as appraised by the 
ICICI, are quite impressive. During 
1993-94 (nine month.s), 1994-95 and 
1995-96 its turnover is expected to be 
Rs 17.94 crore, Rs 31.10 crore and 


Rs 38.28 crore, respectively, and is ex¬ 
pected to earn a net profit of Rs 1.14 crore, 
Rs 4.91 crore and Rs 6.09 crore in that 
order. However, since commercial produc¬ 
tion is now slated to commence in August 
instead of in June as was proposed, the 
profitability figuic for the year will be for 
a seven-month period. In order to part 
finance the project, the cotnpany is enter 
jng the capital market on June 21 with a 
public issue of 46.00,(KX) equity shares of 
Rs 10 each at pa: aggregating R.s 460 
lakh. The company proposes to list its 
equity sharesai Delhi. Bombay. Calcutta 
and Jaipur stock exchanges. 

Ponni Sugars and 
Chemicals 

Ponni Sugars and Chemicals is making 
a rights-cum-public issue of 14.70 lakh 
partly convertible debentures of Rs 150 
each of which 4.04 lakh debentures are to 
compri.se offer of rights to the share¬ 
holders in the proportion of one PCD for 
every 10 equity shares held and 9.60 lakh 
debentures public issue. A quantity of 1.07 
lakh debentures is reserved for allotment 
to banks' mutual funds. The public issue 
opens on June 21 under ICICI and SBI 
Caps as lead managers. The debentures 
are being issued in two parts—part A of 
Rs 60 for conversion into two equity 
.shares of Rs 10 each at a premium of 
Rs 20 per share six months alte'r allot¬ 
ment, and part B of Rs 90 to be redeem¬ 
ed in the sixth, seventh and eighth years 
from the date of allotment. The deben 
lures carry 16 per cent interest. The issue 
follows a proposal by the company to set 
up a new' sugai unit with an installed 
capacity of 2,500 tonnes cane crushed per 
day at Bolangir, Orissa. The company, 
promoted by S Vishwanathan, took over 
in August 1991, a sick co-operative sugar 
mill at Bargarh, Orissa, having a capaci¬ 
ty of 1,250 tonnes of cane crushed per day, 
on a contract of management to run a 
period of 16 years against receipt of royal¬ 
ty fees on a yearly basis. The capacity of 
the company until 1991-92 also was 1,250 
tonnes of cane crushed per day with which 
it commenced operations in 1984 after it 
was incorporated in 1982. It was increas¬ 
ed, however, to 2,500 tonnes of cane in 
1991-92, with a turnover posted of 
Rs 39.52 crore for the year and a net pro¬ 
fit of Rs 1.86 crore. The turnover with 
1,250 tonnes capacity for 1989-90 was 
Rs 35.81 crore and net profit Rs 2.89 
crore. The new sugar unit of 2,.500 ton¬ 
nes capacity is appraised by the ICICI to 
cost Rs 45.50 crore, which amount is 
being provided with shate capital funds 
of Rs 8.13 crore, PCD issue of Rs 22.05 


crore, rupee term loans of Rs 12.50 crore 
and internal accruals of Rs 2.82 crore. 
SPB Projects and Consultancy has been 
appointed the ptojea consultants on pay- 
men< of Rs 55 lakh fees. Operations are 
to commence from January next. ICICI 
has projected for the company a turnover 
of Rs 50,33 crore for 1993-94, Rs 55.65 
crore for 1994-95 and Rs 78.62 crore for 
1995-96, with net profit respectively of 
Rs 1.36 crore, Rs 2.34 crore and Rs 1.85 
crore and tPS of Rs 3.37, Rs 2.31 and 
Rs 1.82. The management of the company 
expects it to be exceeding these projec¬ 
tions Vishwanathan. the promoter, has 
two other listed companies to his name— 
Seshasayee Paper and Boards and High 
Energy Batteries (India) with their turn¬ 
over for 1992 amounting respectively to 
Rs 84 crore and Rs 10.52 crore and net 
profit to Rs 4.62 crore and Rs 25.90 lakh. 

Raviieela Granites 

Ravileeia Granites proposes to expand the 
processing capacity of its existing unit at 
Sampannabolu village, 40 kms from 
Hyderabad, from 43,158 square metres of 
granite tiles to 81,600 square metres per 
annum at a capital outlay of Rs 980 lakh. 
The company is buying all the major 
machinery from Breton spa. Italy, for the 
manufacture of tiles of larger format and 
slabs with five feet width. It has already 
obtained quarries on lea.se from the 
department of mines and geology, govern¬ 
ment of Andhra Pradesh, with a total area 
of 14 acies of rich black and multicolour 
granite. Besides, it has made an applica¬ 
tion for quarrying lease in respect of three 
quarries of multicolour granite, li has 
entered into an MOU with Northeast 
Granites, USA, to sell il.s entire produc¬ 
tion for the next five years. It has already 
exported granite tiles and slabs worth 
S 2,17,750 to Northeast Granites and to 
the oihei US buyers to the tune of 
$92,118. Orders worth S6 million are 
awaiting execution. The company has im¬ 
plemented the first phase of the project 
covering the complete tile line and trial 
runs,have been successfully completed, 
while the second phase is expected to be 
completed by September 1W3. To part 
finance its expansion programme, (he 
company is entering the capital market 
with a public issue of 63.70,000 equity 
shares of Rs 10 each for cash at par ag¬ 
gregating Rs 6,37,00,000, out of which 
6,40,000 equity shares are earmarked for 
NRls. The issue opens on June 21. Nagar- 
juna Finance, Hyderabad, and Prudential 
Capital Markets, Calcutta, are the lead 
managers to the issue. 

-JK 
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COMPANIES 


Gains of Liberalisation 


lairaj Kapadia 

OUfSlANDIN<j performance has 
become cusiomary fur high profile Hin 
dusun l.ever, holding its sway in personal 
products and soaps and detergents and 
having diversified into chemicals (fluid 
cracking catalysts and functionalised 
biopolymers) and agiiproducis (fertilisers 
and seeds) Its directors simply put the 
results for 1992 as ‘satisfactory’ However, 
these illustrate the meeting ol growth and 
profil targets by all sections of the com 
pany’s business Between them, m net 
sales, processed triglycerides accounted 

Ihe ^<*ek‘s ( ompanies 


for Rs 121,927 lakh (Rs 105,407 lakh in 
1991), chemicals and agriproducts for 
Ks 23,567 lakh (Rs 21,230 lakh) and 
exports, personal products and others for 
Rs 30,209 lakh (Rs 24,124 lakh) in the 
aggregate figure of Rs 175,703 lakh 
(Rs 150,761 lakh) 

As big turnover and big finance make 
the company’s business, profit as return 
on sales and as return on investment have 
shown increases only in decimal points 
But as return on equity there is an im 
provement of two peicentage points to 

(Ri lakhi 



Hindustan teser 

Polai Industries 

Indian 

sewing 

linancial Indic ileus 

Dciemuer 

December 

■kfirHi 

March 

MaicF 

Maiih 


1992 

1991 

1992 

1991 

1992 

I<r9l 

Iniome t xptnui pmjin 







Net sales 

175701 

150761 

4195 

2108 

5996 

'P/ 

t xcise duty 

12984 

26841 

519 

291 



Other income 

Sir. 

111 

91 

71 

154 

195 

Increase (deert isi) in ycai end 







linithed stock 

6264 

1115 

102 

51 

21 

IP 

Raw materials consumed 

I15(i69 

I0I7I5 

1199 

169? 

4056 

1540 

Power and luci 

741 

725 

25 

It) 



Other mxiiulacliirinii expenses 

1841 

1528 

221 

99 



1 about tost 

4171 

1726 

194 

82 

445 

151 

Other expenses 

24619 

21151 

498 

221 

1052 

1018 

Operaling preiliis 

21777 

17752 

277 

116 

618 

52"* 

Iniertsi charge 

1219 

2061 

69 

19 

110 

281 

Gloss prorus 

I8SS8 

15i>89 

208 

II? 

288 

218 

Dtprcculion 

I960 

1919 

40 

16 

11 

29 

Profits be lore tax 

I6'98 

11770 

168 

II I 

257 

209 

tax provision 

6750 

5750 

II 

27 

too 

59 

Prolils illci lax 

9848 

8020 

155 

74 

157 

150 

Dividends 

S879 

5189 

52* 

27* 

KKI 

IIK) 

/ laMiiiex own 







Paid up capital 

11999 

11999 

ISO** 

248* • 

100 

UNI 

Reserves and suipluc 

19111 

I5III 

ri 

•>02 

1021 

966 

Long term loans 

1866 

1I9‘' 

187 

85 

1124 

VS’ 

Short leim loans 

18162 

15278 

1096 

650 



Other tiabiliiies 

19598 

15481 

1601 

9 SO 

1640 

14 5 

Gross lixed assets 

17708 

11050 

1022 

479 

529 

440 

Accumulated dcpreciaiior 

15411 

11696 

127 

57 



Inventories 

48621 

41902 

917 

722 

1270 

1247 

Of which linished gewds 

21441 

15X41 

651 

549 

1268 

1244 

Receivables 

8429 

8227 

1567 

991 

1428 

IJ-'I 

loans and advances 

9682 

7605 

165 

175 

621 

522 

Cash and bsnk balances 

2718 

1158 

21 

54 

211 

256 

Invest meiils 

1224 

760 

10 

14 

98 

89 

Olher assets 

4 

2 

8 

10 

8 

1 

total Itabililiesrassels 

92956 

81068 

1607 

’135 

4187 

1829 

Aer finam lol rauo\ 







turnover ratio 

1 89 

1 86 

1 16 

099 

1 41 

1 14 

Return on sales *« 

10 56 

10 41 

496 

5 55 

480 

464 

Return on insesiment** 

19 96 

19 35 

5 77 

5 48 

6 88 

6 22 

Return on equity (*•) 

29 55 

2'’ 55 

21 50 

16 44 

1101 

10 98 

laming per share 

7 01 

5 -ri 

5 18 

1 12 

191 

176 

Dividend (5S) 

12 

18 50 

16 

to 

25 

25 

RcHtk value per chart (R ) 

21 81 

20 79 

22 19 

19 09 

15 66 

14 15 

( uinnl maikci price 

171 25 


24 


67 50 


P f ralio 

52 81 


4 61 


17 18 



• Includes prclcnmc dividend Rs 4 14 071 199192 R,'S00tX) **lniluJis prctciencc hare , ip ijl 
Rv SO lakh PMI 92 Rs 2S lakh 

tigurr in Indian ’k»ing taken from Abridgid Repiirt published thu under Raw Miieriils 
cuiisiimed the ligun covcis ininulacluring expenses ol which Rs I 99S lakh (Rs S 491 lakh ii ih< 
prevK us year) towards pun h4Hs made under loans it cosers aggregate ul loan lunds unde iitosv 
I itcd Assets It relits iciiialls lo net block (cost less accumulated depiiciatton which is not howi 
scpairicl)) plus capital work in progress and likewise in Net Sales Ihi ligurc coseis gross ails 
lurmscr iiuliding irsicis 


29 55 per cent, while earnings per share 
has shown a fair increase from 5 73 to 
7 03 This IS commendable; considering 
that the exchequer claimed 57 per cent of 
the year’s earnings, over two limes the 
figure of operating expenses of 25 per 
cent Wii^ a 19 per cent final dividend, 
the gross dividend is raised again to 42 per 
cent, after it was reduced in 1991 to 38 SO 
per cent folloving a I 2 bonus issue 
The number one company in soaps and 
detergents, Hindustan Ixver is taking over 
the one next to it, namely, the Tata Oil 
Mills Us absorption will place Hindustan 
i^ever in a better position in the scaps 
market by offering varied products in a 
varied price range Meanwhile, the com 
pany is going global, having acquired 80 
per cent of the equity of Nepal Lever 
which IS setting up a modern soap, deter 
gent and scourer plant at Hiiauda in 
Nepal The first stage of the project is ex 
pected to be commissioned by the end of 
1993 A project is under way at home at 
Khamgaop in Maharashtra for manufac 
luic of ‘Hears’ soap for world markets 
With loss of opportunities in the erstwhile 
Soviet Union, the directors observe that 
(he domestic policy itamework also tuin 
ed out to be “unusually export unfriendly 
during 1992 Apart fiom siiong infla 
nonary trend in (he country, the directors 
also complain of the lupce’s s giiilicant 
appreciation vu a su Luropean currencies 
and the leplacement of the Fxim sci'p 
wiihin a short time with the dual exchange 
talc mechanism Nevertheless, the com 
(sany’s ex{>or(s, including those made by 
100 per cent subsidiary, Indexpori, rcund 
ed an increase from Rs 207 crore in 1991 
to Rs 774 irnre in 199? and generated 
surplus foreign exchange of Rs 82 20 
crore, after meeting the requirements ol 
imports, dividends and other expenses in 
c uried m foreign exchange 

Rescaah an) develoiment has continued 
to provide valuable support to the com 
pany’s business R and D work in chemi 
cals IS concentrated on developing new 
functional products for industrial use 
A natural sunscreen agent has been 
developed and is undergoing product tests 
in India and ^road An FCC additive for 
increasing I Pfi and gasoline yield in 
petroleum cracking has also been deve 
loped A project in collaboration with 
Unilever lor en/ymatic modification of 
guar gum has progressed towards com 
mercialisation in addition, speciality 
chemicals are being developed for func 
iiopat uses by a crosv-section of industry 
comprising soaps, detergents, personal 
products, fcKid, paper and textiles With 
R and D the company is thus broadening 


ini 
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tiie taw of fet opmtions. At the smiw 
thne, it is diver^fying. A leather garments 
iactory has oommenced production at 
Madras while a project to process ‘wool- 
on- leather', in collaboration with Sawyer 
of Napa, California, is at an advanced 
stage of implementation near Neyveli in 
Ihmil Nadu. A fish paste OSurimi’) pro¬ 
ject to upgrade hitherto wasted fishery 
resources is under way at a cost of Rs 15 
croreat Veraval, Gujarat, in collaboration 
with Shinto Corporation, a subsidiary of 
Ibya Suisan, Japui. with 100 per cent buy¬ 
back of the product by the collaborators. 
The plant is expected to be commission¬ 
ed in 1994. 

Following the success of the pilot pro¬ 
ject to produce channel catfish in India, 
the company is now settii^ up a large- 
scale acquaculture centre at Thanjavur in 
Hunil Nadu for farming and processing 
catfish for the US martos in technical 
collaboration with FFDA, Florida, which 
has also provided a full buy-back arrange¬ 
ment. A 30)000 tonnes soaps packing 
plant by way of revival of the sick com¬ 
pany, Sivalik Cellulose has been com¬ 
plete and is expected to reach targeted 
levels of capacity utilisation in 1993. The 
10,000 tonnes per annum cosmetics and 
toiletries plant at \hvatmal, Maharashtra, 
has gone into commercial production. 

POLAR INDUSTRIES 

Rise in Exports 

With Polar Industries was merged Polar 
Electrotech with effect from April 1,1991. 
The fiiumcial results of Polar Industries 
for the year ended March 31,1992 present 
the combined position of the two compa¬ 
nies. That the merger was welcome is seen 
in Polar Industries raising equity dividend 
for the year 1991-92 to 16 per cent from 
10 per cent for the previous year, not¬ 
withstanding the increased equity from 
Rs 223 lakh to Rs 300 lakh as a result of 
the issue of 7,70,143 equity shares of Rs 10 
each to shareholders of the erstwhile Polar 
Electrotech. 

The comoany also increased the perfer- 
ence share capital to Rs 50 lakh with the 
issue of 25,000 additional shares of Rs 100 
each to be redeemed from January 
1999 to January 24, 2002. The rate of in¬ 
terest on the preference shares is 14 per 
cent per annum. The prefereiKe dividend 
also has amounted more in the aggregate 
The total provision for dividend has 
almost doubled from Rs 27 lakh to Rs 52 
lakh, with the pay-out of equity dividend 
increasing from Rs 19.05 lakh to Rs 47.97 
lakh. 

Profit after tax has recorded over cent 
per cent rise from Rs 74 lakh to Rs 155 


laieh as oquMts, at the same time have im¬ 
proved from the previous year's dgure of 
Rs 48.51 lakh to Rs 120.71 lakh. A further 
improvement is foreseen in exports as 
Polar fans have found wide acceptance in 
Gulf and European countries. To exploit 
these markets the company is adding a 
new range of fans with attractive colours, 
designs and styles. 

Meanwhile production has been stabi 
Used at the pressing (called lamination 
earlier) division while the operations are 
being expanded to cover picssing of sheet 
metal in order to meet the requiremenis 
of the company. A new project for manu¬ 
facture of die casting and sheet metal 
components ts under way at a cost of Rs 5 
croic to meet which a rights issue of 
equity shares in the proportion of one-for- 
one at a premium of Rs 8 per share is pro¬ 
posed by the company. 


INDIAN sewing 

Record Growth in Sales 

The Singer company, Indian Sewing 
Machine, has achieved during the year to 
March 1^2. a 17 per cent growth in sales 
and a 23 per cent improvement in profit 
before tax, while it has maintained divi¬ 
dend at 25 per cent. Sales growth reflects 
the advantages of zig zag sewing machines 
compared to straight stitch sewing machi¬ 
nes as well as the growth of the market 
for home appliances. Between them, zig 
zag range of sewing machines and home 
appUances recorded growth of 41 per cent 
and 69 per cent, while the market for 
straight sewing machines showed a dec¬ 
line. With added features introduced, zig 
zag machines contributed 22 per cent to 
the total turnover, while in the appliances 
segment the company successfully added 
steam irons and rice cookers to the ex¬ 
isting range Exports through a wholly 
owned subsidiary. Himec Incka, amounted 
to Rs 129.35 lakh earning a profit of 
Rs 23.67 lakh. 

Hire purchase business, an important 
activity for the company, is done by 
another subsidiary. Ismaco Engineering 
and Finance, which during the year dis¬ 
bursed Rs 547 lakh to finance individual 
hire purchase transactions of sewing 
machines and domestic appliances as 
compared to Rs 451 lakh in the previous 
year. As the dealer financing scheme was 
discontinued, the total of hire purchase 
disbursements declined from Rs 1,102 
lakh in 1990-91 to Rs 641 lakh in I99I-9Z 
The company has absorbed Mahavir 
Founders and Engineers having invested 
Rs 7 lakh in 50,000 equity shares of it. 
The company owns a foundry at Jammu 
which is the captive source of castings 
used by India sewing's Jammu factory. 


The company augmented working 
capita! resources with an issue of 14 per 
cent non-conveilible debemures amoun¬ 
ting to Rs 100 lakh which it privately 
placed with PNB Mutual Fund. The 
debentures will be redeemed seven years 
later at 5 per cent premium. The company 
is actively formulating a strategy for ex¬ 
pansion under the liberalised government 
iroiicies. feeling assured of the future 
outlook. Meanwhile, it is expaiiding the zig 
zag range of its sewing machines and even 
considering setting up a new project with 
Singer's technological support. It expects 
also to be mak ing further progress In con¬ 
sumer products. 

COLOUR-CHEM 

Higher Earnings 

Gross sales of Colour-Chem for the year 
ended March 31, 1993, have shown im¬ 
provement toRa 181.31 crore compared to 
Rs 155.58 crore for 1991-92. So also have 
net sales to Rs 157.20 crore from Rs 133.72 
crore and gross profit to Rs 16.94 crore 
from Rs 11.88 crore: After provision of 
Rs 4.69 crore (Rs 3.56 crore for the 
previous year) for depreciation and of 
Rs 12.25 crore (Rs 8.32 crore) for taxation, 
net profit has improved to Rs 8.60 crore 
from Rs 5.32 crore in the previous year. 
The unaudited financial results for the six 
months ended March 31,1993 show an in¬ 
crease over the previous corresponding 
period in net sales from Rs 69.20 crore to 
Rs 82.58 crore, in gross profit from 
Rs 6.98 crore to Rs 9.60 crore and in net 
profit from Rs 3J6 crore to Rs 4.66 crore. 
Earnings per share (annualised) on paid- 
up equity share capital of Rs 9.63 crore 
(Rs 7.94 crore) has amounted to Rs 102 
compared to Rs 67 previously. 

VANAVIL DYES AND CHEMICALS 

Larger Trading Sales 

Vanavil Dyes and Chemicals has reported 
for the year ended March 31, 1993 net sales 
of Rs 2,205.21 lakh against Rs 1,964.78 
lakh for the previous year, gross profit of 
Rs 131.97 lakh (Rs 147.12 lakh) and net , 
proHl of Rs 70.87 lakh (Rs 81.47 lakh), 
The company's imuiufacturing operations 
and profits suffered a setback due to a 
prolonged strike extending to 107 days. 
However, an increase in the trading sales- 
contributed to higher turnover. The direc¬ 
tors have recommended a dividend of IS 
per cent, the same as in the previous year. 
The board has also transferred a sum of 
Rs 25 lakh to the general reserve (previous 
year Rs 25 lakh) and a sum of Rs 20 lakh 
to the reserve for environmental upgra- 
dation (Rs 30 lakh). 
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STATISTICS 


\^riaiion (per cent) 


index Numbeni of Wholesale Prires 

Latesi 

Over 

Over 

. Gw . 





(1981-82 >= 100) 

Weight 

Week 

Last. 

Last 

'March 27, 







22-5-93 

Month 

War 

1993 

1992-93 

1991-92 

1990-91 

1989-90 

All Commodities 

100.0 

235.8 

0.7 

6.1 

1.2 

9.8 

13.7 

10.3 

7.S 

Primary Articles 

32.3 

233.4 

0.6 

2.4 

1.4 

7.3 

I8.I 

13.0 

2.2 

Food Articles 

17.4 

275.4 

l.l 

4.0 

2.6 

12.3 

20.2 

11.8 

1.2 

Non-food Articles 

iO.l 

222.7 

-oTs 

-0.8 

-0.8 

-0.6 

18.0 

17.0 

3.6 

Fuel. Power, Light and Lubricants 

10.7 

246.0 


14.9 


14.1 

13.2 

12.3 

3.6 

Manufactured Products 

57.0 

234.1 

0.9 

6.7 

1.3 

10.5 

11.3 

8.4 

11.3 






Variation (per cent) 



Coal of Living Indiroa 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 







1992/93 

Month 

Year 

1993 

1992-93 

1991-92 

1990-91 

1989-90 

Industrial Workers 

1982 » 100 

245^ 

as 

6.1 

0.8 

9.9 

13.5 

11.2 

6.S 

Urban Non-Manual Employees 

1984-85 = 100 

205^ 


7.3 

6.8 

NA 

13.5 

11.0 

6.9 

Agricultural Labourers 

July 60 to 
June 61 ^ 100 

1,053’ 

-0.5 

0.7 

0.7 

12.3 

19.3 

7.5 

3.2 






Variation (per cent in brackets) 



Money and Banking 


Latesi 

Over 

Over 

Over 






Unit 

Fbr might 

Last 

Last 

March 31. 

a 






(14-5-93) 

Month 

Year 

1993 

1992-93 

1991-92 

1990-91 

1989-90 

Money Supply (M,) 

Rs crore 

3,80,332 

3,610 

.50.717 

I7,%8 

46,316 

49,560 

34.486 

37.457 


Net Bank Credit to Government Sector Rs crore 
Bank Credit to Commercial Sector R$ crore 

Net Foieign hach Assets of Banking Sector Rs crore 
Deposits of Scheduled Commercial Banks Rs crore 

Advances of Scheduled Commercial Banks Rs crore 


Foreign Exchange Assets (excluding gold) 

Index Numbera of Induatrial 
Production 

(1080-81 = 100) 

General Index 

Mining and Quarrying 

Manufacturing 

Electricity 

Basic Industries 

Capiul Goods Industries 

Intermediate Goods Industries 

Consumer Goods Industries 

Durable Goods 

Non-Durable Goods 

Fore4(n Tlradf 


Balance of Trade 

Employment Exchange Stalistira 


Number of Applicants on Live Register 
Number of Registrations 
Number of Vacancies Notified 
Number of Placements 

National Income 

Gross Domestic Product (current prices) 
Gross Domestic Product (1980-81 prices) 

Per Capita Inccxne (1980-81 prices) 


Rs crore 
US $ mn 


1.86.831 

2.20,879 

24.670 

2,75.511 

1,56.330 

Latesi * 
Week 
28-5-1993 
20.571 
6,586 

Latest 
Month 
(Oct 92) 


Av erages for* 

1992-V3' m \~92 


1991-92 1990-91 1989-90 1988-89 1987-88 


100.0 

208.3 

204.7 (3.0) 198.7 (-0.9) 

0.1 

8.5 

8.6 

8.7 

7.3 

11.5 

215 4 

207.7 (3.5) 200,6 (-1.0) 

0.8 

4.9 

6.3 

7.9 

3.8 

77.1 

196.8 

195.0 (2.2) 190.8 ( 2.4) 

-1.4 

9.1 

8.6 

8.7 

7.9 

11.4 

278.4 

261-7 (4.5) 250 5 (7.9) 

8.3 

8.7 

10.8 

9.5 

.7.7 

39.4 





3.8 

5.4 

9.9 

S.6 

16.4 




17.4 

22.4 

7.0 

1S.9 

20.5 





6.1 

4.3 

11.3 

4.8 

23.6 




. . 10.4 

6.3 

4.2 

6.5 

2.6 




>4.8 

1.7 

12.0 

7.8 

21.0 





9.4 

7.5 

2.5 

6.2 

Unit 

Latest 

Cumulative for* 







Month 









(Feb 93) 

l‘>92-93 

1991-92 1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

Rs crore 

5,312 

47,234 

38,9.30 43,978 

32,553 


27,681 

20,232 

13.674 

Rs crore 

5,096 


(.35.1) 

(17.6) 


(36.8) 

(29.1) 

(25.9) 

57,302 

42,9(7 47,813 

43,193 


35,416 

28^35 

22.244 

Rs crore 


-10,068 

(10 7) 

(22.0) 


(25.4) 

(26.9) 

(10.7) 

-6.570 

216 

:«.987 -3,835 

-10,640 

- 

-7,735 

-8.003 


Cumulative foi* 


Unit 

Month 
(Sep 92) 

1992 

1991 

1991 

1990 

1989 

1988 

1987 

Thou.sand 

37.171 

37.171 

36,098 

.36,300 

34,632 

32,776 

30,050 

30,247 

Thousand 

537 

4,188 

4.862 

6.238 

6,541 

6.576 

5,963 

5,465 

Thousand 

34 

316 

365 

460 

490 

599 

344 

621 

Thousand 

20 

180 

197 

254 

266 

289 

330 

360 

Unit 

1992-93 

1991-92 

199091 

1989-90 

1988-89 

1987-88 

1986-87 

19SS-86 

Rs crore 



3,50,899 

2,94,765 

2,60,03 

2,33.799 

2,08.533 

1,86,723 

Rs trore 

2,21.168 

2.12,316 

1.88,009 

1,70.205 

1.63,271 

1,56,566 

1,50,433 

1,44,865 

Rupees 

(4.2) 

2,222 

(1.2) 

2,174 

2.069 

1.902 

1,871 

1,844 

1,813 

1.790 


(2.2) 

(-1.1) 




• Up to the latest month for the current year and for corresponding period last year. Not available. 

Notes: (I) Superscript numeral denotes month to which figure relates, e g, superscript'mdicaies that the figure is for January and so on. 
(2) Figures in brackets denote percentage variations over the comparable period ol the previous year. 
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Calcutta Diary 

AM 


These ire obviously revolutionary times. Connotations of 
corruption and moral turpitude are undergoing a swift sea-change. 
The fervid debate in the Lok Sabha on the motion of 
impeachment of the judge adorning the nation's highest judiciary, 
who has given a new interpretation to the concept of 
carpet-bagging, bears this out. 


THE income tax payable by its ministers, 
the Punjab government has decided, will 
henceforth be borne by the state. Taxation 
laws being what they are, this extra bit 
added to a minister’s income, for the pur¬ 
pose of saving him from the pain and 
rigour of paying tax, will raise the gross 
income on which tax is payable, and is 
likely to entaS payment of extra tax. The 
state authorities may however very well 
issue a furtha notification to the effect 
that the additional tax liability arising out 
of the official decision will also be covered 
by the government. The gross taxable in¬ 
come will consequently mcrease once 
more, perhaps inducing the government 
to mate a yet further announcement fully 
compensating the ministers for the addi¬ 
tional lax burden at the second stage. This 
could start off an infinite series of accre¬ 
tions to minisieria! earnings, with each 
compensatory gesture on the part of the 
government attracting additional tax 
liability, immediately followed by further 
upward adjustment in the gross income of 
ministers, followed by further rise in tax 
liability, and the cows will never come 
home. 2^ro as well as infinity were the 
particular forte of Indian mathematicians 
of yore, who would churn out formulae 
involving the behaviour of such numbers. 
This passion for the theory of numbers 
had appeared to be dying out, until in the 
opening decades of the twentieth century, 
that weird genius from Kumbhakonam, 
Ramanujan, chose to make fresh contri¬ 
butions of a most enriching order. Punjab 
consists of doers, and the government of 
that stetc, through its treatment of 
ministerial taxes, has ventured into a 
significant practical demonstration of 
mathematical truths involving an infinite 
series. It has, in the process, also revolu¬ 
tionised a fiscal principle. .According to 
conventional notion, a tgx on income 
reduces the take-home pay; the authorities 
in Punjab have challenged that arcane 
doctrine; a tax on income, it has ordain¬ 
ed, must enhance a minister’s gross in¬ 
come and at the same time ensure the im¬ 
mutability of his take-home pay; the 
higher the burden of taxation, the larger 


will be the gross income even while it 
keeps unchanged the take-home pay. 

These are obviously revolutionary 
times. The revolution proceeds apace in 
other spheres as well. Connotations of 
corruption and moral turpitude are, for 
instance, undergoing a swift sea-change 
The fervid dcabte in the Lok Sabha on the 
motion of impeachment of the judge 
adorning the nation’s highest judiciary, 
who has given a new interpretation to the 
con^pt of carpet-bagging, bears this out. 
His peers might have found him guilty of 
the charges of financial waywardness 
posted against him, parliament however 
occupies a superior judgmental level. 
Crime, the Lok Sabha has decided by its 
vote, is not-oime. A is not-A, which is, 
in ordinary dicumstances. absurd, but not 
in a revolutionary situation such as we are 
currently in. Already PhD theses are being 
hurriedly assembled on the social philo¬ 
sophy of the crooks who wheedled money 
out of the banks on the security of false 
bankers’ receipts and, Bukharinites all, 
used that money to enrich themselves in 
the stock exchanges. Nothing could be 
more exciting or more revolutionary. The 
natives of this land have not only a way 
with the mathematics of numbers, they 
have a way with words toa They have, 
with more than a straight face, dneribed 
the wtnst manifesutions of capitalist ag¬ 
grandisement as pristine socialism. That 
too is a revolutionary idea. Journalists not 
quite out of their teens have satisfied 
themselves that the former member of the 
Planning Commission, who used his of¬ 
ficial position to plan the accepunce of 
commissions from foreign parties for 
favours rendeicd and deposited such com¬ 
missions in numbered Swiss accounts, is 
actually a saint and a visionary of the first 
water; at the same time, that abominable 
nineteenth century pest, Karl Marx, was 
an imposter deserving of retrospective 
beheading one hundred and seventy-five 
years after his birth and one hundr^ ten 
yean after his death. 

These revolutionary developmmts have 
little to do with the collapse of the Soviet 
system in eastern Europe or the gradual 


flowering of iberalisation i n this subcon¬ 
tinental country. There is of course an in¬ 
direct nexus, since either phenomenon il¬ 
lustrates the triumph, in the domain of in¬ 
ternational relations, of the moral mind¬ 
set attaching to the concept of the free 
market. The Americans have been unduly 
modest in not claiming their due share of 
credit for this gieat victory, and have been 
chastised on this score by such savants as 
John La Carie. A spin-off of the coming 
of age of the ethos of the free market, em¬ 
bodying the mes.sage that scruples be 
hanged and profit-making by hook or 
crook is (he only consideration, is the 
emergence of a new philosophical percep¬ 
tion: the policy of non-principle is the best 
policy. In the Indian ambience, we are at 
preseni wi(nes.sing interesting applications 
of this magnificent maxim. For example, 
the fundamentalists who went on the ram¬ 
page at Ayodbya are arguing with telling 
effect that they could hardly be held 
responsible for the demolition of the 
Babri mosque; the reasons: (a) since the 
mosque was a non-mosque, its demolition 
too was an act of non-demolition, that 
was that; and (b) even assuming, for argu¬ 
ment's sake, (hat the mosque waus not a 
non-mosque, it was the business of the 
government in New Delhi to prevent them, 
the Dccemberists, from demolishing it; 
because the authorities did no such thing, 
and on that famous December afternoon 
the prime minister preferred to have his 
'usual siesta instead, that was, once again, 
that. 

Or consider the case of the gentleman, 
a restless soul if ever there was one, who, 
four years agq was determined to be the 
nation’s prime minister, never mind the 
logic of numbers or the encumbrance of 
the political philosophy he was, till that 
time, wont to flaunt. He had barely thiny 
fcliowers in the Lok Sabha in a house of 
five hundred and forty-two; he was how¬ 
ever prepared to sup with the devil if that 
would lead to the fulfilment of his dream. 
It did; the policy of the non-principle was 
adjudged to be the best policy, and he 
became prime mini.ster for four months. 
He paid a what-might-appear-to-othen a 
heavy price for the transient enjoyment of 
the most coveted prize this nation can of¬ 
fer His shenanigans can in a sense be held 
responsible for the transition of the poli¬ 
ty to a milieu which rendered possible the 
ushering in of the World Bank-IMF epoch 
in Indian history. Even were one to brush 
that aside—on the plea thru accidents of 
history are accidents of history—the sup¬ 
posedly minor gifts he was compelled to 
offer to the party which shored him up 
for those four months are worth writing 
home about. He, for instance, concurred 
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in the dismissiU of the Dravidn Munnetra 
Kazlugam goweramcnt in IhnUI Nadu on 
the flimsiest pretext. He gave in to 
pressures mounted on him in regard to ap- 
poimments to three key posts; those of the 
Governor of the Reserve Bank of India, 
the Attorney-General of India, and, glory 
of glories, the Election Consnissioner of 
India. The persons respectively named by 
him as RBI Governor and Attorney- 
General in no time found themselves suck¬ 
ed into the masistrom of The Scam. The 
individual named as Election Commis¬ 
sioner, even a child knows by now, has 
discovered in himself the attributes of 
divinity; he was. he continues to assume, 
present at the creation of India’s 
parliamentary democracy, he is equally 
determined to be present at its destruc¬ 
tion. The prime-ministci-for-four-months 
who was persuaded—if it pleases you, 
cajoled—into appointing this individual 
now regrets his decision. That does not 
necessarily mean that the gentleman who 
was the nation’s most important person 
for four months is in a contrite mood. 
Nothing of the sort. He has not reined in 
his ambitions, nor would he contemp¬ 
tuously spurn offers to make him prime 
minister again for another stint of four 
months, or four weeks, or four days. His 
following in the Lok Sabha has ttteanwhile 
dwindled to just one, meaning that of 
himself alone. This minor aspect of reality 
does not cramp his style. He is back to 
spouting moral principles. It is India, circa 
the miserable final decade of the wither¬ 
ing twentieth century. 

Another of the past prime ministers, 
who unfortunately met a gory end. could 
hog one hundred per cent crecUt for the 
economic quagmire the courtly is current¬ 
ly in. A is nonetheless not-A. The econo¬ 
mic debacle, through the courtesy of the 
media and testimonials from every foreign 
Ibm, Dick or Harry, has been re-dis¬ 
covered as the miracle. It is an inspiring 
spectacle of collective auto-suggestion: 
prices are rising, but the housewife must 
agree that prices ate falling; industry is in 
doldrums, but captains of industry must 
reconcile themselves to the illusion that 
they never had it so good; workers are be¬ 
ing retrenched in their thousands, but they 
must feel proud and admit that the exit 
policy is really a policy for national 
renevml. And one must be careful not to 
raise unpatriotic questions on the state of 
agricM’kUre, which has reverted to the state 
of being the unilinear, exclusive function 
of the weather. Here toa revolutionary 
forces are at work. At great cost to the na¬ 
tion, including the shelling out of precious 
foreign exchange, state-of-the-art hard¬ 
ware was imported tor raising the level of 
inecision in weather forecasting techni¬ 
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ques so that our farmers could be its ma¬ 
jor beneficiaries. It has however now been 
decided that, for reasons of stat^ the con¬ 
tents of .such forecasts should be withheld 
from the people, including, it goes without 
saying, the farming community. Know¬ 
ledge is harmful to the security of the na¬ 
tion, including such knowledge that A is 
not-A. 

We can usefully get back to the Lok 
Sabha debate which decided on the non- 
impeachability of the judge whom his 
peers had adjudged to be a purloiner of 
public property and a defalcator of public 
funds. He could not be impeached because 
the ruling party found the whole idea 
disgusting b^nd words. The deci.sion not 
to support the resolution proposing im¬ 
peachment was reached by the party on 
impeccable moral grounds. Was not the 
judge named to the Supreme Court by the 
great prime minister instrumental for in¬ 
itiating the process which has ensured tlie 
nation’s arrival |o the present state of 
economic arcadia^ Was not the very same 
great prime minister against this impeach¬ 
ment proposal when it was first mooted, 
would it not therefore be equivalent to 
committing lese-nutieste of his memory to 
support it now? Besides the judge being 
pilloried hailed from Thmil Nadu; will it 
be ethical to impeach a judge from Ihmil 
Nadu while not impeaching judges hailing 
from other states? Will that not infringe 
Article 14 of the Constitution, and 
moreover give a handle to the forces of 
national disintegration? A nmnister—one 
presiding over the ministry olf legal affairs, 
no less—raised the debate to an even 
higher moral level: if the honourable judge 
was guilty of moral turpitude, why they, 
the ministers themselves, were no less guil¬ 
ty, for they too, each one of them, used 
public resources for private purposes. 
After such con fession, what iron-forgive¬ 
ness? Since he and his coUeagiues were not 
being called to account for their 
malfeasance; what moral rig^t had parlia¬ 
ment to impeach the judge? Fiinally there 
was that innocent-eyed honourable 
member belonging to the ruling party who 
failed to see what the brouhaha was 
about; the judge stole money Berm a state 
govenunent, not from the UU of l he union 
government, so why should they bother 
in thcTiation’s capital? It was le ft to the 
official spokesman of the party t o make 
the clincher of an authoritativ'e pro¬ 
nouncement. Members of the rulimg par¬ 
ty were asked not to vote in support of the 
resolution for impeachment becau se, ac¬ 
cording to the party, the judge was guilty 
of a relatively unimportant misconduct 
like fiddling of accounts; in other w oids, 
it would have been a different matt er if 
he had murdered an advocate or a Incther 


judge or raped an advocate^s or a brother 
judgei’s wife; he had done no such thing: 
since he had only pocketed money he had 
no business to pocket, he remains very 
much an honourable maa The patty, 
after all, had to uke a moral stand: whai 
will happen to this great nation if a judge 
were to be hanged merely because he was 
a thief; India is a country where the rule 
of law is firmly established; medieval ex¬ 
cesses are not permissible here. 

Moral principles were married with 
shrewdness in the ruling party’s decision 
to turn the motion for impeadunoit down 
by abstaining from voting. Ihere was here 
some truly fast thinking on the part of the 
party leadership. On the eve of the ddnte, 
it was armouni^ with mudi fanfare that, 
on t^is grave issue involving moral stakes, 
it would be hardly proper for the party 
to issue any whip, members of the Lok 
Sabha belonging to the party could vote 
according to the dictates of their cons¬ 
cience. The trend of the debate made it 
obvious though that the overwhelming 
majority of the MPs, given their firmly 
held belief in the moral principle of A be¬ 
ing not-A, would vote against the motion 
of impeachment. The party leaders, in¬ 
cluding the prime minister, lad hurried se¬ 
cond thoughts. No doubt the patty and 
its leaders are confirmed votaries of tur¬ 
pitude, whether financial or moral. But 
the so^ awvetMKs of the electorate lags 
behind; it might fnil to appreciate the lofty 
ethical reasons on the basis of which the 
party approved of the judge's thievery. A 
misunderstanding of this nature deserved 
to be avoided. Ttw courage of conviction 
was accordingly a. non-staiur, and the rul¬ 
ing party just stO|3ped short of endorsing, 
in toto, the doctrine that the more crook¬ 
ed you are, the liigher is the social and 
political sutus you could claim for 
yourself in this revolutionary society. 

Such occasional mishaps do occur in 
revolutionary timies. Where thought and 
ideology are concerned, the leaders are 
often ahead of tlieif foliowers. Which is 
why they are known as the vanguards of 
the revolution. ,A revolution is not a 
cocktail party; it involves occasional swit¬ 
ching and re-switching of decisions and 
measures, othervnse known as the two- 
steps-forwardK>ne-step-baKkwwd drill. 
The abstention lon the motion for the 
judgefs impeadiirient was the unfmtunat; 
one-step-back ward part. But we shall 
overcome one dny. 
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The Trees Minus the Forest 

Janakiraman Reports on Banking Sraiti 

By a S|)erial Conrsptindrnt 


Ihc reports of the /.itukiidnuin Lommntcc hj\c pdinsidkiiiL'Is 
tniaselled the details of the hMiking stock nuiket scjm unolMne 
*ydnks and other fmanaal institutions, stock hrokeis and publu 
,eetor undertakings U/iar they base failed to do is to shed light 
in the contribution of the osciall policies and aiinudes of the 
ioseinmcnt and the country's cential bank it' I'n peipetiation ol 
'raud on such a massne scale 


THl Lommiticc (.un>iiiuiriJ b> ihi 
Rcservt. Bank ol InJu (RBI) under tht. 
hairmanship ol K lanakirainan to «.ii 
4 unt into the ma^slv( ImarKial •>> and il 
n hanks and hnantial instiluiion' has 
line iht suitain down on its labouis atm 
'ckasint! ('\o luilhei itpoils >iniulia 
>i ousls I he tilth report has pus* nted ttit 
onimitlec s tndings in 'Lspect ol 10 mort 
sanks and liiaiKial institutions ishish 
rad not been tosered in tbs carim loui 
eports as also fresh lindmp' m rtspett 
il somcalitads eoscicd V'tri trom ms 
nr an ovetvtess ol the iiK^'ulaiiiiis the 
.i\th and tiral repoit goes bevonJ tlie 
niero detads and presents an assessment 
rl the kev elements in the pnpetration e>l 
he liaud the naluit ol the rrxiisbeisMin 
ranks and btokiis and amonesi hanks an 
■xplanaiion ol \shr the iiicguLariiies <sere 
rot d< teeted eurher an isse'ssinenl ol uhai 
he eoininiita* iiselt had been able lo 
jehie'st and what it euiild no’ and a set 
it leeoinnurKiatiirns, some ol whieh had 
rcen put loith in the lust lepeirt but also 
.omc 'resh un*s 

Oxeiall. It ean be sa'd that tlie six 
epoits ol the lanakiiaitian eoinmiiic'e 
crncsetii a (airlv thorough piotessional 
ricec ol wotk 1 he sasi number ol banks 
ind institutions eosere'd and ttie massive 
rumber ol irattsaelierns probed into m Ihc 
ihoft span ol about a veai, iiiiieed sailed 
"or painstaking work, mctieulousls esta 
rlishmg the Inks between diflettmi legs 
3f the transaetions involving banks and 
rrokers fhe reports provide uselul in 
lights into how a tossiloedsvstem ean be 
rxploiled bs erooks with impuiiit> and 
ilso interesiing lessons loi al eonceined— 
he RBI’s proposed supeiviscry set up, the 
leeountanes prorcssion, the internal 
luditors of hunks and linaneial institu 
ions and, above all, the managements of 
aanks and financial insiiiiitions The 


reports mas Inve li appointed those who 
expected earthsh ikmg revelations re'gai 
ding the iunils siphoned off abroad in 
dividual Lulp.ibilii) among banks and in 
stiiutions and the nexus between them and 
politicians Obiteiiiih speaking, the • oni 
inittei as it was eonstitiUed was not 
capable ol piobing these bioarler aspect» 
of the Iraud Imie id it has done what was 
expe'cted ol » which was to disseit the 
modus operand! ol the transactions the 
various nexuvs involved in them, and the 
motivations behind them Obviously, it is 
the lotni Parlanu ntarv C oiiimiilce (JPC ) 
which has to probe the banket biokei 
politician c< iinceii ms Similarlv it is tor 
the investigative igtiicies, who have the 
power to summon and e{uesiion iiidivi 
duals lo go into the questionol individual 
culpability Ihc deiictioti ol individual 
guilt III Iraudulenl practices which have 
gone ern toi seilonc and on such a massive 
scale in such a laipe niimhei ol instiiu 
lions IS a very complex task lo e^iiote the 
Janakiraman coniniittee report, it is an 
endless task ’ Dnlevsa thorough invesiiga 
non of specifi, transactions is undeitaken 
and lespoiisibiliiy is fixed in regard to the 
execution ol a given picxe ol malfeasance. 
It would be mitirotv i to pa is judgment on 
any individual’s iiivolvemerk I very deal 
mg in c’very bank will have to be examined 
separately and usponsibiUy apportion 
ed at every kxel ol the hierarcliv \gain, 
the nature and extent of involvement 
would be diflociit at dilfcrcnt levels ol the 
hierarchy in a hank ni fmanual institu 
tion More often than not, the role of the 
lop executiveswh<i mastermind the shoddy 
dealings tiiav not show up on Ihc vui lace 
and hence the Janakiraman commiittc 
has rightly rcconiincndc'd th.l ihe manage 
ments ol individual banks (and the RBI 
in the case of the banks' top manage 
ments) handle the question of individual 


uilpability 11 the goveinnient iisilt does 
not show sinoeritv in puiiislimg the guil 
ly, Ihe RBI. Ihe managements of null 
vidual banks and even ihe inlelligcnce 
agencies who wield enormous powers of 
eni)Miiv a,III piosecution, van do very 
Inilt Ihc 'PC should demand periodic 
rcpoits on the piogress of enquiries into 
iniliMdual * tilpabiliiv and on punishment 
ol thusi found guilty, induding those 
within the top managements ol hanks 

I III R’NI I ■ MU KS 

No doubt out of Ihe 180 banks and 
linaiKial iiiiOiiiiions have been involved 
in the iiiegulariiics, but it should he em¬ 
phasised that.hc'ih in legard to the initial 
molivjting lorce m the inid lOWK and the 
subscqiutit momeiituni acguiicd during 
14WI 9? due to Ihe so called economic 
liheialisaiioii Iht guilt is ccxicenlratcd in 
a lew harks and insliluiums The whole 
process was led by foui foreign banks 
under C iiibank s leadi iship (the other 
ihice being Slanchari Bank ol America 
and AN/ (mndlavs) T his was followed 
bv (anaia Bank and iis subsidiaries 
Anvone familiar with the banking scene 
will recall how the toreign banks led by 
(. itibank and the then i hairman of ( anara 
Rank, the late B Ratnikar, had during 
the mid 1980s, when the lust phase of 
liberalisation was I listed on the country 
by Rapy tiaridhi, created tlie impression 
that they were clove to the poweis that 
be and that they were the lirnd setters in 
the process of tiiiaiiciat innotaiion whiih 
had the blessings ol the government, even 
It II meant bteaking the rules of the game 
As the lanakiraman committee has em¬ 
phasised, the iiicgularities have largely 
atisen out of attempts to circumvent RBI 
guidelines The above mentioned few 
banks and institutions pushed aliead with 
their irregular activities in two lorms, 
namely the portlolio management scheme 
(PMS) w ith assured rates of return and for 
durations of Ics' than oiu year contrary 
to RBI guidelines, and the financing of 
brokers through illegal leady ioiward and 
double ready Ioiward deals, through 
money market operations a’ld discoun¬ 
ting of fictitious bi'Is Sii h activities 
became so blatant aid wide spread that 
Ihc 7 almost cmangid ,is market practices’ 
and hence some other insiiiutions also 
lomed the fray But a few continued to 
donimaic tin I and scene C'anfina and 
the three lo'cign banks (Siamhart, 
Hongkong and Citibank) accounted for 
Rs J2,25S ciore (or 83 4 per cent) of the 
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toot funds under PMS and similar 
schemes (Rs 38,675 cron) during Che 
period of a year and a half from January 
1991 to June 1992. Likewise, in the various 
transactions relating to government 
securities, PSU bonds, Units of UTI and 
others primarily used to finance brokers 
or those booked through brokers which 
Aggregated a mind-boggling amount of 
Rs 1,285^549 crore during the 14-month 
period (April 1991 to May 23, 1992), the 
top four banks involved were foreign 
banks (Citibank, Stanchart, Bank of 
America, and ANZ) which accounted for 
Sl.l per cent of the total transactions. The 
fifth position was occupied by Canbank 
Financial Services (accounting for 7 per 
cent) and the sixth position again was held 
by a foreign bank (American Express). Yet 
another important institution involved in 
PMS transactions was Andhra Bank 
Financial Services. It is iiueiesting that the 
key personnel in this institution as also in 
some of the foreign banks had been drawn 
from the Canara Bank family. 

It is significant that the main source of 
funds for the irregular transactions were 
PSU bonds. It is reported that the aggre¬ 
gate acquisition cost of PSU bonds held 
by the banks as part of their own port¬ 
folios and in PMS and other schemes was 
Rs 10,681 crore, 56.4 per cent of a total 
outstanding amount of Rs 20,5SO crore as 
on March 31, 1992. 

A statistical analysis of the transactions 
in securities in banks brings out the ex¬ 
tent to which the system had degenerated. 
Of the astronomical figure of transactions 
of a face value of Rs 1,285,549 crore (two 
times the country’s GDP, and 5.5 limes 
the size of bank deposits), only Rs 69,192 
crore (or 5.4 per cent) was for outright or 
such other similar sales or purchases; the 
others were ready-forward or double 
ready-forward or other transactions. 
Secondly, of the total amount, govern¬ 
ment securities constituted Rs 607,627 
crore (47.3 per cent), while PSU bonds 
Rs 494,415 crore (38.5 per cent). With 
35,352 transactions in PSU bonds, the 
amount of Rs 10,681 crore held by banks 
has been roughly turned over 46 times in 
the short period of a year and a half 
Thirdly, the large indulgences have not 
been entirely due to the PMS clients. 
Dwn-account transactions aggregated 
Rs 865,449 crore (67.3 per cent) while 
transactions relating to PMSclients work¬ 
ed out to Rs 340,303 crore (26.5 per cent) 
with another Rs 79,797 crore (6.2 per cent) 
attributed to transactions on behalf of 
others including brokers. Fourthly, broker- 
wise analysis of the transactions reveals 
that the bulk of what are shown as direct 
iraniactions dso pertain to transactions 
with ‘routing banks where the counter¬ 


parties were in fact broken. The transac¬ 
tions essentialy involved broken. Assum¬ 
ing that transactions for Rs 1,000,000 
crore out of Rs 1,285,549 crore were 
underuken through brokenand if brokers 
earned a net profit of just 0.5 per cent out 
of the total amount of these transactions, 
an amount of Rs 5,000 cram would have 
been generated as profiu for the broker 
community during less than 14 months 
betwwn April 1,1991 and May 23,1992. 
The committee has identified as many as 
24 major brokers who have shared this 
booty. Three top brokers, namely, Hiten 
Dalai, Harshad Mehta and Bhupen 
Champaklal Devidas have accounted for 
31.3 per cent of the transactions booked 
through brokers. 

Banker-Broker Nexus 

The Janakiraman committee has iden- 
liCied seven types of irregularities commit¬ 
ted by banks in the operation of the PMS 
system: indicating assured rates of return; 
providing of the funds collected under the 
PMS and other schemes to brokers under 
ready-forward transactions; failure to en¬ 
sure that the PMS funds were in fact in¬ 
vested in areas in which the clients were 
legally permitted to invest; attempts to 
siphon off the excess earnings on PMS 
funds through artificial rates shown on 
books so that the actual earnings remained 
close to the indicated rates; the crediting 
of lower yield rates on PMS accounts than 
those credited to banks’ own accounts 
whenever composite sales were made; 
failure to provide full details of PMS ac¬ 
counts to banks’ clients; and finally, fic¬ 
titious transactions of loaning customers’ 
Unit holdings to the bank concerned and 
siphoning off the income in the PMS ac¬ 
count to the aedit of the bank. The total 
amount of funds so generated on PMS ac¬ 
count on Units by Citibank was Rs 411.21 
crore. Interestingly, in all these irregula¬ 
rities the Citibank has been singled out 
for mention by the Janakiraman committee 

The banks and institutions involved in 
the PMS irregularities are five foreign 
banks (Stanchart, Citi, ANZ and Bank of 
America), Canfina, Andhra Bank Finan¬ 
cial Services, Syndicate Bank and Vijaya 
Bank. The beneficiaries were all brokers. 
The PMS funds as also large amounts of 
their own funds were lent to brokers in the 
form of ready-forward transactions. As 
ready-forward transactions could be 
entered into only with banks and only in 
respect of gownment securities, transac¬ 
tions were recorded as though made with 
ceruin counter-patty banks, but their 
actual beneficiaries were brokers. Tb ac¬ 
complish this, certain banks acted as 
‘routing’ banks for brokets. The ‘routing* 
banks in turn purchased and sold securi¬ 


ties in theif ovm (lamei without indicRtiqg 
that thqr were acting on bdiaif of broken. 
Wh«i securities did not exist, they even 
created fictitious BRs, Many fictitious en¬ 
tries were made debiting the cost of pur¬ 
chases to the broken’ accounu and 
crediting the sale proceetk also to the 
broken* accounts. As many as nine major 
banks funaioned as ‘routing’ banks in 
favour of 14 broken. Broken liberaUy 
used banks as counter-parties, sometimes 
even without their knowledge. Many pur¬ 
chasing banks were unaware of tlw fact 
that they were dealing with broken and 
not with counter-party banks. When 
delivery was not effected of securities for 
which payments had been made, the lia¬ 
bility was denied by the banks whose 
names were shown as counter-party banks. 

A significant part of the problem has 
arisen on this account. The Janakiraman 
committee has now updated and worked 
out the gross problem exposure of banks 
at Rs 4,024.45 crore—a agnificani in¬ 
crease from the first report’s estimate of 
Rs 3,078,63 CTore—comprising (a) total 
value of inveamcnis made by banks for 
which they do not hold any securities, 
SGL forms or valid BRs (Rs 2.262.57 
crore); (b) total exposure against BRs/SGL 
transfers issued by Bank of Karad and the 
Metropolitan Co-operative Bank for 
which there appears to be no security 
backing (Rs 1,473.47 crore): and (c) other 
items (Rs 288.41 crore). This gross pro¬ 
blem exposure does not include the 
depreciation or losses suffered by several 
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banks as ieady>fonwanl tnnsaaions could 
not be levers^ and the banks were left 
holding securities which had depreciated 
in value. Only a small amount of Rs 600 
crore or so is in sight as having been 
recovered by banks. 

The most revealing aspect of the 
Janakiraman committee's final report 
relates to the close nexus between brokers 
and certain banks which enabled the 
brokers to have unlimited access to funds; 
Harshad Mehta with SB! and its subsi¬ 
diary. State Bank of Saurashtra, and al.so 
with its merchant banking subsidiary, SBl 
Capital Markets; Harshad Mehta with the 
National Housing Bank, ANZ Grindlays 
Bank and UCD Bank; Hiten P Dalai with 
Stanchart and Citibank and, through 
another broker A D Narotiam, with Bank 
of Karad and the Metropoirtan Co-opera- 
iive Bank; Stewart and Company and C 
Mackeriick with Citibank; Hiten P Dalai 
and C Mackertick with Canfina. There are 
many more such examples and also exam¬ 
ples of the nocus among banks when by 
one bank could be used as a source of 
funds and another as a disburscr of funds 

The key clanem m the perpetration of 
the irregularines was the BRs which were 
used to generate transactions that had no 
security backing. BRs were used almost 
as negotiable instruments and translcrted 
from one bank to another and also third 
party BRs were accepted by banks. As the 
Janakiraman committee report aigues, 
"the indiscriminate use ut BRs without 
security backing created a kind of paper 
money which circulated from bank to 
bank like a stage army of soldiers and pro¬ 
vided an oppoitunity to brokers to avail 
of funds of increasingly larger amounts”. 
All these irregularities were possible 
because of the complete breakdown of the 
system of internal control in a niiinber of 
banks. 

PKtMAIllRI l.lHl KAI ISAI'ON III Bl AMI 

\\ hile the Janakiraman committee has 
thus unearthed various dimensions of the 
irregularities with commendable insight 
and thoroughness, it is on a weak wicket 
on two counts, namely, in its perception 
of the cnviroimcnt which facilitated the 
perpetration of these irregularities and, 
second, in its analysis of the reasoas why 
the irregularities were not detected earlier. 
In explaining the environment, the com¬ 
mittee has fallen for arguments similar to 
what the protagonists of liberalisation 
have been advancing, namely, that the 
rigid regulatory environment created 
arbitrage opportunities for banks whereby 
funds could be borrowed cheap and re¬ 
lent dear. Thecommittee^s aiguments runs 
along these ines. First, with the with- 
drasval of budgetary support, the PSUs 


had to raise ftnds massively in the market. 
With the short-term money market closed 
to them, they needed an investment 
avenue yielding more than the coui^n rate 
on their bonds. Therefore, the PSUs rais¬ 
ed huge funds from the banks and re lent 
them through the PMS. Secondly, the 
stock market was booming and the 'bulls' 
needed to finance their over-bought posi¬ 
tions, never mind the high badla rates. 
Thirdly, bankers who faced rigid controls 
on interest rates and cash reserve and 
liquidity requirements, and who accepted 
high cost funds from PSUs, saw that the 
only avenue which yielded high enough 
returns was financing of stock brokers in 
a booming market. The committee seems 
to overlook that given the free play of op¬ 
portunities, such arbitrage po.s$ibilitie.s 
between speculative brokers operating in 
the stock market and banks flush with 
funds always exists and that is the reason 
why lending by banks in favour of brokers 
and against corporate equity is rigidly 
controlled the world over. In the present 
in.stance, it is unnecessary to credit the 
system with such learned responses based 
on regulated or nun-regulated environ 
ments. Essentially the predatory instincts 
of the foreign banks (and one or two 
Indian bankers) overtook the system. In 
the first place, PSUs did not require the 
funds lor investment and yet they were 
allowed to boi row massive funds through 
PSU bonds Such funds were deposited 
with banks under the PMS, so that the 
banks could lend them to brokers, it was 
a system of fraud [lerpetraied with the 
connivance of hanks, brokers and PSUs. 
It is now reseated how Harshad Mehta 
had been enjoying the benefits of over 
Rs 5,000 crore worth of PSU bonds for 
over five years. It could not be that any 
ul the broader considerations of rigidity 
of banking regulations played any role in 
this largesse which the PSUs conferred on 
the big broker through the commercial 
banks. .Secondly, it is a moot point if the 
share prices ssoiild have boomed but for 
the availability of these scam-generated 
funds for the brokers. Thirdly, no where 
in the banking world can yield rates in the 
short-term money market ensure regular 
returns higher than yield rates on long-term 
bonds. This is a myth created by the 
liberalisers to condemn the erstwhile 
regulatory system. Fburthly, the irregu¬ 
larities, with the foreign banks in the lead, 
were not restricted to PSU funds. Fic¬ 
titious and artificial funds ssere generated 
out of thin air through BRs and SGLs just 
to finance the brokers illegally. If 
anything, it was premature, liberalisation 
which gave freedom to banks to create 
parabanking subsidiaries and which total¬ 
ly freed the money market from interest 
rate regulation that facilitated the so- 


called artjltrage operations, if the super¬ 
visory system remains weak, frauds will 
occur in any environment, controlled or 
liberal. The fact that banks have incurred 
losses on a massive scale, including of 
about Rs 800 crore through depreciation 
in the value of PSU bonds, suggests that 
there was hardly any trace of professional 
ingenuity, competence and calculation on 
the part of the banking personnel who in¬ 
dulged in arbitrage operations; it was a 
crude method of financing biokcrs who 
enticed the bankers with the prospect of 
book'margins and profits. 

As for the reasons why the irregularities 
were not detected earlier, the Janakiraman 
committee appears to be soft on all the 
three major parlies, namely, the bank 
managements, the supervisory authority 
(i c, the RBI) and the banks’ internal 
auditors, who should have detected the ir¬ 
regularities. There is no doubt that the 
failures everywhere have been at the top 
for want of professional commitment and 
competence, in the ban king industry, over 
the years, ihc quality of personnel in the 
higher echelons has been deteriorating. 
Likewise, in the ca.se of the Reserve Bank, 
the Janakiraman committee argues that 
in emphasising the quality of banks’ 
assets, provisions for doubtful debts, etc, 
the central bank did not perhaps give suf¬ 
ficient importance to the banks’ treasury 
functions. It also points out that (he RBI 
had nevertheless detected some of the ir¬ 
regularities earlier. This may be true and 
may redound to the credit of lower-level 
functionaries in (he RBI. Even so, irregu¬ 
larities on such a massive scale for so long 
a period since the mid-SOs could not have 
occurred but for lack of vision and fore¬ 
sight in the higher echelons of Ihc Reserve 
Bank. The Janakiraman committee report 
is silent on thb aspect of the RBI’s failure. 
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NEW Dfcl.HJ 

Lame-Duck Government and MNCs’ 
Challenge 

BM 

7he siren song of multilateralism in world trade and economic 
exchanges is being used to persuade the developing countries to 
open up their economies to the goods, services and capital of the 
developed countries even as the latter feverishly raise protectionist 
walls for themselves, set up restrictive trading blocks and mount 
bilateral pressures. Howc\ er, the minority Narasimha Rao 
government, its credibility thoroughly eroded, is in no position to 
provide an effective riposte to these challenges. 


THl. result ol the by-ckvtions to the Usk 
Sahha and state assemblies in May have 
further eroded the ciedibiliiy ot the 
government headed by Narasimha Rao. 
The C'ongicss (I), running a minority 
government, has suffered a severe setback 
in the eieclion.s. Coming in the wake of 
a series of other embarrassing develop¬ 
ments, among them its discomfiture over 
the impeachnKiii motion against justice 
Ramaswami and the MF’ high court verdict 
against the dismissal of the HJl’ govern¬ 
ment in MP, the question of revival of 
popular rule in the states placed under 
president's administiaiion aftei the 
demolition ot the Babri masjid, has been 
placed squarely on the agenda I'hereatici. 
a mid-term pull foi the lok Sabha 's 
bound to bearme unavoidable. 'Vnv ai 
tempt to circumvent the demand lor a 
fresh poll at die ceniie will be impossible 
in the event of ihc C ongress sutfenng a 
major debacle whicl' ic vei v nuich on the 

cards m the .isscni' Iv ... I 'i' M!' 

HI’ an.i k.i .1'!'.(1 1 ).^ i.le.i 'Ikii i!k 

miiutnis t II'-ies, (i) I'ov.’! M'leiii .■"'■itli 
pei|)ctuau ii'-cit In ir.i'i,' vhIC' m 

lok S.ibh.i liU i . I . .1 ■ . lie viMi 
seqiiei'v^ ' .oiu wi • ■ ‘-t K Ibe ileiiio 

crane isisi o' " . ' s' ,t, ns 

Olgans 

The lailuieio le'j'oml r > .ni'i . ui the 
imperative of .1 liesii nuind.ite iix aiis ai 
rangemeni hn governance ai the centie 
Will mean that those who iKciipv pt'sitions 
of powci witlmiit pcipular sanciioiis ai dif 
fereni points in the poiits will tesoii in 
crcasingl.v to iiitrigiie', iiiaiiipiilations and 
auihoritai kill inciliod' to cseuise pv'vvei 
Tfie tieinis II'. tfi's d'U.ti.'ii ‘k:ie ahead' 
bccoine so kienae'.ig 'ha: liii ii'.iiinal nie 
of oidi'iaiv siii. ei"- IS being altec'ic'd and 
civic oiucf and ils ''bln'.itio'is aie I'cine 
disregarded i" .e iin'iea'iii';' ficasutc by 
many indi.idii:". .s- wdl gronpr in 


a position to do so. Lumpen behaviour in 
political and dvic life is growing. Violence 
IS tending to be pervasive. Felt grievances, 
problems and disputes are leading to 
defiance of lawful authority. Political 
chaos in the wake of what led up to the 
December 6 events and the subsequent 
widespread rioting and violence culmi¬ 
nating in the Bombay bomb blasts is 
visibly leading to chaos in a vil society and 
Its day-to-day functioning. Political 
leaders, those in office or in the opposi¬ 
tion, must not lake an ambivalent view of 
the prevailing conditions and mood of the 
people. The government might have sur¬ 
vived the budget se.ssion of parliament by 
taking advantage of the disunity among 
the opposition parlies. But this has not 
impiovcd IIS political viability. It is not 
sill ptising either that factional squabbles 
in the ruling party have further inien- 
sifrecl The crude efforts of the dominant 
I.K'iioM to assat Its supremacy in the parts 
have iiui piiM'il to he vei > eflu, lotis. 

1 h,‘r.i.i.I'c I '..111'; VC ith oau'i'1.1, ..ik ■■ 

c' 1.1 .c. jisc;,'i,.ie III the parly have tinn¬ 
ed ou! to be farcical The stand taken by 
iht C'ongiess (I) leadership on the motion 
to inificach lusticc Ramaswami, which has 
ciiihed 11 '. image as a parly which is will 
ing to cundoiK coiruption in high place', 
lesiilies to the vulneiable position ol the 
so-called pans high command 

C'dMl'l I INI, WliH BJP 

fhe high U'lntnand is seen to be con- 
uTiied onis with jiersonal and sectional 
inieresis. it is resorting to tactics for 
suivisal which aie dangerous. ‘Ihc prime 
•ii.nister ha.s had no hesitation in entering 
inu' sides!ionabie deals with reactionary 
a.'.d ob'.curantisi elements in India. He 
hie. also been active in promoting deals 
with toieign business intetesls about 


which then are quettiom gidora There b 
loul disregaid for the {Hrinciplo of ac- 
counubility and irarapaicncy in the fiinc- 
tioning of the government. For instance, 
the prime minister declunMd not long ago 
that puja in the temporary ‘Ram tempk* 
put up by VHP at Ayodhya had bmn 
allowed by the district authorities without 
reference to the centre Now it being 
asserted that the ‘som yagntf organised by 
Chandraswami, the notorious godman 
close to the prime minbter. at Ayodhya 
has nothing to do with the government. 
But the district administration is known 
to have been overhauled to sun the con¬ 
venience of the godman after the newly 
appointed gewernor of UP openly dec- 
lai^ his support for the ‘yagna’. The 
much- advertised fight against communal 
forces has turned out to be a competition 
between Congress (I) and BJP in building 
the Ram temple at Ayodhya and in mobili¬ 
sation of ‘sants’ and ‘mahants’ behind 
their respective camps. This competition 
is being organised within the framework 
of a possible Congress (l)-BJP coalition, 
an idea which is being discreetly projected 
as a possible political resolution of the 
problems facing Congress (I). The decep¬ 
tive postures of Narasimha Rao of con¬ 
sensus politics and of stria action against 
anti-secular forces are turning pathetic 
The BJP-RSS combine is treating them 
with derision. The NF-Left alliance can 
only be sceptical about them. All this has 
created an environment, political and 
social, which can have tragic consequences 
for Indian democracy and the needs and 
aspirations of ils variegated society. 

Questions of economic revival and of 
appropriate policies to that end have been 
pushed fat into the background. This has 
been found to be vciy convenient by fhe 
.•.I'.eriiiiieT'.! le juiiicularly of Ihc 

i;.i.i,y (lAI 1 loii. do: (iLyotiatioiis. The 
shady manner of luiiciioning of the Kao 
government attracts special interest in this 
contest. These negotiations are now enter¬ 
ing their final stage. The round was stalled 
for quite some time by differences among 
the developed countries, but these dif¬ 
ferences are now being ironed out. The 
developed countries, while they have con¬ 
tradictions among themselves over some 
aspects of the world trading ar¬ 
rangements, are working in concert to 
pressui ise the developing countries to sub¬ 
mit to their collective concerns. Pranab 
.Mukherjee, after he took over charge of 
the commcice portfolio in the cabina, has 
become very active in favour of accepting 
the Gl diktat for a GATT treaty which 
will so manage world trade as to promote 
the unhindered operations of multina¬ 
tional corporations and transnalionalise 
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global economic ewkanges for their id> 
vantage The notion that what is at issue 
is just some adjustments in the intellec¬ 
tual property rights regime, capital flows 
and trade in services is wrong. The GATT 
round actually seeks to create conditions 
which come into conflict with the develop¬ 
ment aspirations of the people in the en¬ 
tire third world. 

Mounting Pressures 

in the case of India, they conflict with 
not only existing Indian laws but India's 
fundamental law, the Indian Constitution 
itself, on several counts. The agitation of 
large sections of peasantry against the 
proposed globalisation of even the farm 
sector should have jolted the government. 
But this has not happened. On the con¬ 
trary, attempts are being made to put a 
gloss on the GATT round and to fall in 
line with the C7 proposals for the mana¬ 
gement of world trade in goods and ser¬ 
vices and of world capital and technology 
flows. This will totally nullify the striv¬ 
ings of the developing countries after 
gaining political independence for a world 
economic order which would make it 
possible to sustain and accelerate their 
development. The siren song of multi¬ 
lateralism in world trade and economic 
exchanges is being used to persuade the 
developing countries to open up their 
economies to goods, services and capital 
of the developed countries even as the 
developed countries feverishly raise pro¬ 
tectionist walls for themseives, set up 
restrictive trading blocks and mount 
bilateral pressures on individual develop¬ 
ing countries. 

The new US administration has queered 
the pitch for India by again naming India 
under clause 301 of its trade law. It had 
earlier withdrawn preferential tariffs for 
some of Indian gc^s, especially drugs, 
exported to the US. When confronted 
with this issue, commerce minister Pranab 
Mukherjee bravely stated that the govern¬ 
ment would not engage in bilateral negoti¬ 
ations with the US on GATT issues under 
the threat of special 301, but would nego¬ 
tiate the issue of intellectual property 
rights and other matters in the GATT 
round. In fact senior officials in the 
commerce ministry have been sent to 
IMishington to assure the US that what the 
US desires under special 301 would be 
given to it under the GATT round. This 
is the reason for the US decision to keep 
sanctions against India under 301 in 
abeyance. 

It is not at all fortuitous that the 
disbursement of foreign credits even after 
they have been sanctioned is being held 
up and foreign investment is not being 
made even after they have been approved. 
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More and mote stringent conditions and 
terms are being attached to these credits 
and investments. In this process, the 
government has become more and more 
vulnerable to foreign pressures. 

The position of the governrrteni and the 
IMF management on exceptional financ¬ 
ing facilities for India is an interesting case 
study in this context. Before India’s 
finance minister, Manmohan Singh, wen; 
to the recent meetings of the IMF and 
World Bank at Washington, (here was talk 
in some quarters, evidently inspired by 
finance ministry officials, that with India's 
foreign exchange reserves position becom¬ 
ing strong after the intr^uction of the 
unified exchange rate regime for the rupee, 
it may no longer be necessary to go in for 
the medium-term exiended financing 
facility with all its stiff conditionalities. 
The idea obvbusly was to create the im¬ 
pression that the government had regained 
its initiative to bargain with foreign 
creditors and international financial in¬ 
stitutions. The truth, however, is that the 
request for the IMF facility has been 
pending before the IMF management for 
quite some lime, in fact as an extension 
of the standby credit negotiated in 1991. 
One of Manmohan Singh's tasks in 
Wuhington actually was to try to explain 
the government’s need for this credit line 
and clear the way for formal negotiations 
for securing it. There is a great sense of 
satisfaction in the finance ministry that 
the managing director of the IMF res¬ 
ponded favourably to this position. The 
negotiations on the EEF are now due to 
start in July after the annual Aid India 
Consortium meeting at Paris. What hap¬ 
pens at Paris too will, therefore, be in¬ 
teresting to watch as it will have a bearing 
on the EEF negotiations. 

MNCson Ofkensive 

Side by side, MNCs ate playing their 
own well-rehearsed games in India. They 
are taking measures to establish for 
themselves a commanding position in the 
Indian market. After the amendment of 
FERA, so that foreign holding in a com¬ 
pany in India is no longer limited to 40 
per cent of the equity, the field has been 
cleared for transnational corporations to 
upgrade their holdings to SI per cent and 
more or directly set up subsidiaries in 
India. The MNCs have taken big strides 
in this direction. A significant part of their 
moves is (he removal of any Indian touch 
in the brand names of products and ser¬ 
vices of ventures in which they hold equi¬ 
ty. The idea that joint ventures in India 
win provide an opening to Indian business 
enterprise to associate with globally well- 
established brand names was fanciful to 
begin with. The question of developing 

tm 


Indian brand names in thegiobid mariwf~ 
with the help of MNCs is a pipe-dieam. 

It is not surprising either that direct 
foreign investment by transnational cor¬ 
porations in their ventures in India is still 
kept at a low level. After the initial 
minimal investment is made, expansion of 
iheit business in India is made contingent 
on profits generated in India, only a pan 
wrliich are reinvested here. Take, for in¬ 
stance, the funding of the expansion 
scheme of the most shining example of 
Japanese investment in India. Suzuki is 
insisting on laige dividend repatriation on 
its invevimeni But it does not propose to 
make large additional direct foreign in- 
vesimcni and will prefer to use inleinal 
resetvevand funds raised from the Indian 
market to finance the expansion pro¬ 
gramme of .Suzuki-Maruti. 

This is not something novel. The trans¬ 
national corporations which have for long 
engaged in business in ihe I ndian market 
have followed this policy with great suc¬ 
cess. Unilever is a striking example in this 
context. Its Indian .subsidiary, Hindustan 
Levers, has grown into a giant enterprise 
in India despite the erstwhile restnciions 
on foreign shareholding. With FERA 
restrictions gone now the business ambi¬ 
tions of i.evers have grown enoimously. 

It is now engaged in ihe takeover of several 
Indian companies. The most spectacular 
catch in its bag is Tornco. a company 
belonging till recently to the biggest 
Indian business house, the faias. 

The spate of joint ventures established 
as part of the economic liberalisation 
drive in the second half of the 80s, accor¬ 
ding to C K Prahalad of the University 
of Michigan, provided transnational cor¬ 
porations the opportunity to participate 
in and get to know the Indian market at 
low cost. The initial investment was low. 
The MNCs could establish their brand 
names: first as “hyphenated brands 
such as Maruii-Suzuki, Hero-Honda and 
Modi-Xcrox. MNCs did not have the 
burden of exports. The joint ventures were 
not foreign exchange neutral to India". 
Further, “as these MNC brand names take 
hold and come to signify a level of quality, 
the value of the Indian part of the hyphe¬ 
nated brand name is likely to become less 
and less ... Indian firms will then have a 
difficult time penetrating the world 
markets’’. The process envisaged by 
Prahalad is already unfolding and its ac- 
cele.ration is logical as part of the 
liberalisation-globalisation process. 
Indian big business interests which have 
developed comprador relations with 
multinational corporations through joint 
ventures are ready to provide a social base 
for MNCs and function as their commis¬ 
sion agents with far-ieaching implications 
for India’s socio-economic development. 
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Mobilisation against Communalism 
in South Maharashtra 


counter tiK or nOjinf ODounon 

people mound Run nuuidir issue; ud of 
misusing people's religious feelings for nar¬ 
row political ends. 


Anant Phadke 


The strategy of combining an anti-communal appeal with a plea 
for evolving an alternative path of development has led to mass 
mobilisation in southern Maharashtra. 


A 30,000-strong ‘parishad' was organised in 
a small village, Kini, in Kolhapur district in 
southern Maharashtra against communa- 
iism, against the Congress-BJP axis and 
pleaded for a new direction in a new agri¬ 
cultural development. Against the back¬ 
ground of a low-key, weak response of the 
left in Mahaiashlra to the onslaught of 
aggressive Hindu-chauvinism and the new 
economic polity, this parishad stands out as 
a bold, welcome initiative. Baba Adhav, the 
noted socialist reformer, had taken the in¬ 
itiative in Pune to organise a rally of ail 
democratic, secularist, leftist forces in Pune; 
on Republic Day this year. This national In¬ 
tegration Maicir in Pune of ov«r S,000 peo¬ 
ple showed that given determined efforts, 
people can be rallied for a secular stand. 

llie Kini parishad has not only demons¬ 
trated this again but has gone beyond the 
Pune ratty. It was bigger and had a wider 
appeal and agenda and was a rural mobi¬ 
lisation. inaugurated by the famous pro¬ 
gressive film aiiist. Nilu Phule, this parishad 
was organised jointly by a combine of a 
handful of left activist leaders from south- 
iMesi Maharashtra. Nagnath Anna' Naikwadi, 
the revolutionary freedom-fighter (a member 
of the revolutionary ‘Prati-Sarkar’ group in 
1942) turned leftist took the initiative. He 
has a charismatic image which was an im¬ 
portant factor for the success of the 
parishad. This 70-year-old independent lef¬ 
tist leader has been the moving spirit behind 
and is at the helm of the famous Hutatma 
Ahir Sugar Co-operative factory. This is the 
best run co-operative sugar factory in 
Maharashtra and its functioning has been 
quite democratic, egalitarian and free of cor¬ 
ruption, mai-uilisation of funds, indifferent 
management, nepotism, etc. It has therefore 
been consistently paying a higher price for 
cane-sugar than any other sugar factory, in 
addition a good amount of money is spent 
on pollution prevention measures. Anna is, 
therefore, looked upon by many farmers as 
an alternative to the sugar kings and as 
somebody who can deliver the goods. At the 
instance of Anna’ Naikwadi, the S.OOO- 
strong general body meeting of the factory 
decided to laiaich a big campaign against 
communalism and sanctioned R$ one lakh 
towards expenses. (More and more money 
was subsequently sanctioned.) As a first step, 
on February 15, the death anniversary of 
Hutatma Ahir, a human-chain of 88 km was 
formed symbolising national integration 
Enthused by the response of the people, it 


was decided to carry out a sustained cam¬ 
paign against communalism. Anna' was 
joined by a few activists of Shramik Mukti 
Dal; a few from the Lai Nishan Party, (the 
Maharashtra-based left party parallel to 
SUCI in West Bengal). Bhmt Patankar and 
his colleagues of Shramik Mukti Dal had 
proposed that all progressive organisations 
in Maharashtra organise a Maharashtra-level 
rally against communalism and the new 
economic polity on the Shahid Bhagat Singh 
Day. But the response to this was weak, one 
reason being a general sense of helplessness 
amongst the progressive forces. But the fact 
that some activists, intellectuals have reser¬ 
vations about Bharat Patankar's attempt to 
drive a wedge between brahmhical Hinduism 
and ‘people’s culture’ also played its part 
in the uneven response to this proposal. 
Shramik Mukti Dal had given a call for 
rallying around the slogan of 'Ida Ptda Talo, 
Baliche Kojya Yevo' (‘let the evil forces go, 
let Baliraja’s Kingdom arrive’). Baliraja is 
a popular legendary king of the toiling pea¬ 
sants and was much glorified by Mahatma 
Phule. But according to some leftists intellec¬ 
tuals Baliraja is not a very appropriate 
counter-focus to the BJP’s dream of ‘Ram- 
rajya'. In practice, bowinrer, this distinction 
between bnihminical Hinduism and people’s, 
religion seem to be making a lot of sense to 
the people in rural areas. 

For common rural people, even today, the 
talk of keeping religion a strictly private 
matter is not a very appealing proposal— 
religious festivals and social interactions aix 
so intermingled. .Some leftists are, therefore, 
now arguing that instead of neglecting this 
socio-cultural role of Hinduism, it is neces¬ 
sary to incorpiorate it into our strategy. It is 
necessary to intake people avnre that BJF”s 
Hinduism is tirahminical: that peasants and 
other toiling (teople have thdr own healtiny 
cultural tradit ions and that there is a need 
to revive them rather than fall a prey to tllie 
brahminicai e ncroachmeni—of revival -of 
Rama or Gani»ha, etc Such an approach 
seems to be finling a response among rural 
people It is bd ng pointed out that many of 
the rural festivals (‘Pola’, ‘Hadga’, Navaratra. 
‘Kojagiri-Pooi-nima’, ‘Chaitri-Padwn’, 
Diwaii, ‘Makar-Sahkrani’, etc) are more 
related to natural and agricultural cycles 
than abstract mythological superstitious 
stories from the Furanas. Though thetcare 
some theoretical and practical problems iin 
reviving socio-religious peasant-treditionis, 
there seems to be no better way to-day to 


Learning from the people’s positive res¬ 
ponse to the critiqce of brahminicai Hin¬ 
duism, activBts-leaders from different 
shades of piogiessive organisations in 
Maharashtra are veering towards this 
strategy There is a growing realisation that 
an appeal to adhere to the constitution, to 
secularism, etc, is insuffideiu to fight 
the Hindutva onslaught: That this modern 
republicanism is to be coupled with a revival 
of non-brahminicai, peasant cultural tradi¬ 
tions in order to sink roots into the rural 
psyche. Bharat l^tankar’s booklet on criti¬ 
que of brahmhical Hinduism is becoming 
popular and thousands of copies have been 
sold. A second popular booklet is by Govind 
Pansare of the CPI. This two-rupee Marathi 
booklet. Are Muslims being Pampered? is 
selling very well along with a larger booklet 
published by the Brahme Granthalaya, an 
independent left institution. In the hundreds 
of mass meetings that have taken place in 
the villages in south-west Maharashtra- 
eight meetings per day from March 10 to 
May 25—the facts and figures packed in 
these booklets have been extensively used 
and have reached lakhs of people. These 
village meetings are well-attended and the 
speeches very well received. 

The second plank of the current campaign 
in south-west Maharashtra is the critique of 
not only the new economic policy but the 
whole strategy of green revolution. Shramik 
Mukti Dal/Mukti Sangharsh has been argu¬ 
ing that the green revolution has resulted in 
an all-round degradation of agriculture. 
There has been a fall in the primary produc¬ 
tivity of agriculture; a complete dependence 
of farmers on the petroleum-based (a dwind¬ 
ling resource) fertilisers and pesticides and 
on hybrid-seeds marketed by profit-hungry 
companies; aid on banks which have link¬ 
ed loans to the acceptance of the green 
revolution strategy. Traditional methods, 
modified by some aspects by modern tech¬ 
nology, can reverse this process of techno¬ 
logical and other dependence of farmers and 
of agricultural degradation. Peasants have 
begun to experiment with ‘sustainable 
agriculture’ either on their own or at the 
behest of activists. The talk of ‘new self- 
reliant, sustainable agriculture' of new agro- 
based industries for decentralised model of 
development now finds many eager listeners 
amongst farmers in irriga^ areas, since 
even in this area peasants are now acutely 
facing problems created by the green revolu¬ 
tion. In the meetings in the drought-prone 
areas, this peispeaive of alternative agri¬ 
culture was confined with that of equitable 
distribution of water. This demand is now 
being accepted by ordinary farmers in ir¬ 
rigated areas also because degradation of 
agricultural land due to excess use of water 
and increased dependence of small, medium 
farmers on the bosses who cootiol water- 


1142 


Economic and Political Weekly June 5, 1993 



rarmm to seek altornativcs 
The stntegy of combining an anti-eom- 
munal appeal with the appeal for an alter¬ 
native path of development was largely 
lesponsiMe for the large turnout at this 
panshad Thecharisma of Anna’ Naikwadi 
was of course an important factor Anna’s 
charisma alongwith the fad that Anna and 
a band of committed activists from different 
backgrounds are coming togdher to build 
something new has created hopes in south¬ 
west MaharaAtre The arguments of this 
team were also somewhat new and closer to 
the expenence of the farmers The IS detail 
ed resolutions passed in the parishad rang¬ 
ed from the demand for democratic and pro¬ 
per functioning of the sugar co-operative 
faciories, to the ’ssue of degraded 
agriLulture, to communal issues, along with 
■ .sues of abolishing capitation fees and pro 
blems of desated women It was a broad 
progressive manifesto of a sustainable, 
(galitaiian agto industrial path of develop 
meni based on secular democratic culture 
built bv incorporating healthy people’s tradi 
lions Though manv of the demands of this 
parishad are to be taken up as piincipai 
demands for different agitations, the 
parisliad iisett did not give anv concrete 
single plan of action In this sense it was 
(sscntially a gathering lo express allegiance 
to a new path, independent of the C ongrevs 
and the Shiv Sena/BJP combine, against 
ommunalism and for a new agricultural 
strategy of development (The newly foim 


Wuid against ’btabimnii^Jiuiduism’ and 
for equitable diilnbution of aalcr. It has 
also received a good response, though some 
of Its leaders are known for their oppor 
tumsm) Given the fact that the campaign 
was limited to only three distrtcis, Satara, 
Sangli, Kolhapur, a gathering of 30,000 (a 
police estimate), is according to senior ac 
tivists, the largest political mobilisation from 
this area organist by the opposition (ex 
eluding mobilnation dunng elMions) since 
the days of Samyuku Maharashtra move 
ment some 2S years ago 
An agnculturai labourers toiling peasants 
organisation has been lormed Mlow up 
meetings and t hr process of electing office 
beaters has begun The task of mobilising 
people around the perspective of this 
parishad is an immense one Only the com 
ing months will tell us whether this united 
initiative towards a new left path in rural 
Maharashtra will continue to progress 
The problems of urban and pen urban 
areas, its youth us tommunalism are 
somewhat di I fnem Secondly, encroachment 
of vulgar, pop-culture through videos and 
through the p.aikei fortes especially 
amongst the youth even in rural areas will 
require additional consideration and pet haps 
a separate countei strategy But the May 26 
parishad and the campaign for Us prepata 
lion has shown that ai least among the (oil 
ing peasants, a break from the current stag 
nant lelt potiiics in rural Maharashtra can 
be achieved 


MADHNA PRADl SH 

Smoking Peace Pipes 


The unity moves of Congress leaders w the state, although 
superficial, has served to boost workers' morale 


THL change could not ha'c been more 
marked Three months back Madhavrao 
Scindia, the tormer civil aviation minister, 
had public ly insulted Arjun Singh, the union 
human resources minister, at a Congress(l) 
tally in Madhya Pradesh Both of them had 
gone to Rajnandgaon lO address the rally 
However, Singh reached late for the meeting 
Instead of watting for him, Scindia finished 
his speech and left the venue as soon as 
Singh’s helicopter was sighted Last week it 
was a differerl story when Singh went to 
Ciwaltor to attend a party railv organised in 
Scindia constituency and was received at the 
railway station Scindia 

The Congress(l) leaders of Madhya 
Pradesh have now again asseihbled to smoke 
peace pipes The warnng chieftains met last 
week at Dabra, a small tehsil town near 
Gwalior in an effort to solve thar disputes 
at Sandia’s behest The result was an uneasy 
truce among winous nval factions of (he 
P*rty 

The meeunghad been planned by Scindia. 
He had invited not only Singh but also the 


two Shukla biothers, union minister V C 
Shukta and htseider brother S C Shukla, the 
main adversanes in state politics Braving a 
hailstorm, which delayed the meeting by 
more than two hours, a large number of 
Congiessff) workers and a host of junior and 
middle-ranking parly leaders, who had been 
fighting each other on (he ground level, 
assembled at Dabra The rally had an ob 
vious effect on the mood of the Congress 
men, boosting their morale After all the 
warring group leaders had put aside their 
differences and decided to share the same 
public platform and put up at least a facade 
of unity for pifblic consumption Address 
ing the rally, Scindia declared “This is the 
power of Madl^ Pradesh Congress We are 
ready to face any crisis" But this was not 
the first time that the Congressfl) leaders in 
Madhya Pradesh had tried to achieve unity 
They have been making penodir attempts 
at limes of crisis The last time they had 
done It was during the 1991 parliamentary 
elections 

Most of the time suck moves have been 
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farce, a show put up only for public con¬ 
sumption, with 'he rivals trying lo under¬ 
mine each other’s position behind the scene. 

In fact, formei chief minister SC Shukla 
came to attend the meeting with great reluc¬ 
tance He simply did not want to share any 
public platfoim with Singh His reading of 
the situation was that prime minister P V 
Naiasimha Kao would f )i be too pleased 
with any effort to accord legitimac) to 
Singh’s campaigns Howevci, he turned up 
for the meeting at the Iasi moment after 
being infoimcd that Kao hid approved the 
idea of a unity lallv 

Although .1 Ningic mc'eiing cannot be con¬ 
strued as a Ciuniiaign, t vi ii an appearance 
ot iinily would help the (. ongress(l) in (he 
Slate at this jua tun As it is, the ( ongiessfl) 
IS a badly divided parly right now, with the 
(hiec mam groups had by Siiijh, iheShuklas 
and Scindia pulling in diKereitt diiections 
Thi Dabta meet as loimei chie) minister 
Moiilal Voia pul It has ciicigiscd the party 
workers In lad Scindia wants other 
leaders ol (he parly to carry on the good 
woik done bv liini 

1 he Uabn la-ci had a dillciciit message, 
which was missed by most ol the people It 
was a tormalisaiion ol Ihc uneasy alliance 
that Siiigti and Scindia have entered into 
during Ihf past lew weeks Advertisements 
puhlishtcl in loc.al newspapers bv the sup- 
poiteis ol ihr two leaders underlined the fact 
that now Arjun and Madhav’, the mytho¬ 
logical Iritnds m the Mahaiiharat, would 
prove a loimidabtc combmaiun for the BJP 
in real life In lac i at Ihc Datx'a meet Singh 
was given more importance than the Shukta 
brothcis, contiimmc ihi wor« suspu ions of 
Sf Shukla 

Ihc alliance b<tween Singh and Scindia 
IS also noi new Ihc two have a lose hate 
relationship Scindia has plavcci i key role 
in Arjun Singhs ascent to powc i toi the fiici 
time in I9g0 Since then Scindia has been 
participating in the frequent aim singh cam 
paigns off and on He was himscll denied 
the chief minister’s post in 19(19 when Singh’s 
men preferred Vora to him I hi thing is that 
Scindia also needs Singh's suppoii Singh is 
the only leader who can stand up lo Kao and 
at the moment Scindia s rclatic nship with 
Kao IS not altogethei a happy one Tver since 
his resignation irom the union cabinet, he 
IS feeling neglected by the paity high com 
mand The final blow came when his name 
was not even considered lor die high power 
consultative commit ici ,<xistiimed for 
Madhya Pradesh 

But the mam beneficiary ol the unity 
move will bi Singh He has been under 
tremendous pressure in his home slate at a 
time when he warns to spread Ins wings fhe 
unity will mean a let up in the atuck against 
him and provide him with bicathmg space 
No wonder, he is the most enthusiastic sup¬ 
porter of the move But a.s Siiaram kesri, the 
welfare minisia, told the tally, with an open 
Jibe at Singh, the unity is needed not only 
in Madhya Pradesh Said he “Unity is 
required at the national level too" 
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P N Mathur 

O Ghosh 


To economists in India and abroad, P N Mat bur’s name was 
synonymous with input-output analysis, but for Mathur input- 
output analysis was only a tool in his quest for understanding 
how economic systems work. In this quest his focus was on the 
interrelationships among prices, wages, interest rates and 
technology. 


FOR an economist, Purushotlam 
Narayan Mathur had very good pedigree. 
His grandfather, Brij Behari Mathur stop¬ 
ped cultivation of indigo when he realist 
that cultivation of cash crops was one of 
the causes of the famine of 1890. He then 
followed it up by introducing an informal 
system of rationing as well as mango tree 
plantation work in the village. Mathur 
had excellent pedigree in his chosen field 
of hobby as well. We will come to that 
later. 

Mathur was born in Manipuri, near 
Agra on July 5, 1925, youngest son of 
Vinod Behari L.al Mathur. He had two 
brothers and two sisters. He did his MA 
in Economics at Agra University (1948) 
and Diploma in Statistics at Indian 
Agricultural Research Institute, New Delhi 
(I9S2) where he was awarded the Randhawa 
gold medal for the best thesis. The award, 
incidentally, was presented to him by 
Pandit Nehru and he look great care to 
hide the phaograph of this ceremony 
from public eyes. It only became public 
knowledge towards his retirement days, 
under pressure from his nearest and 
dearest. This we mention since it tells us 
one aspect of Mathur’s personality. He 
did not believe in reflected glory. 

Mathur started his academic career as 
a lecturer at Indian Council of Agricul¬ 
tural Research at New Delhi and from 
there started his long journey of under¬ 
standing, studying and analysing of 
economic processes. What makes an 
economy tick, to use a somewhat infor¬ 
mal expression. This early pan of his 
career was devoted to a number of major 
research projects and teaching. During the 
mid-SOs he joined the Gokhale institute 
of Politics and Economics at Pune as a 
senior lecturer. He rose to become a pro¬ 
fessor and then director within about 10 
years. In between his tenure at the 
Gokhale Institute, he joined Harvard 
Economic Research Project at Harvard 
University as a senior research associate 
for about two years. This is the period 
when his long personal association with 
Wassily Leontief began. However, in the 
field of input-output analysis, by now. 
Mathur was already on the waiy to building 


up an international reputation. At Gokhale 
institute he founded, along with a few 
like-minded friends and colleagues, the 
Indian Research Association for input- 
output studies and for Income and Ws^th. 
It is no exaggeration to state that Mathur 
was instrumental in introducing India's 
name in contributions to input-output 
analysis. 

Mathur left India in 1970 to join the 
University College of Wale in Aberyst¬ 
wyth as Ptofesor of Economics. He is the 
first ever Indian to be appointed as pro- 
fesor in a British University and attracted 
quite a lot of media interest. Readers oj 
EPW are probably aware of the fact that 
a number of Indian economists, working 
abroad, live a somewhat dual life. They 
tend to become a bit more neoclassical 
while working abroad than when at home. 
Mathur was the exceptioa He taught, 
supervised and carried out his own 
research in what were to him the true 
economic issues. He was not an 'anti' 
anything. It Ls just that he felt genuinely 
confused in the uselessness of certain ap¬ 
proaches in economics. His many students 
from different parts of the world, a 
majority of whom, perhaps not surpris¬ 
ingly, are teaching or involved in research, 
have been brought up to measure and 
analyse interdependences within an 
economic structure and thdr changes. The 
economic and political cimate in the 
western world during the laie 70s demand¬ 
ed a price from the academic who, to use 
Mathur's own expression, “was not 
prepared to cut the t’s and dot the i’s”. 
Mathur was one such. He retired from 
University College of WUes. Aberystwyth 
in the mid-SOs. He was more confused 
than angry. He genuinely did not under- 
sund the rationale behind the new ortho¬ 
doxy. He did not give in. He planned to 
write a number of books spdlii^ out what 
he passionately believed to be the real 
issues in economics. These include Why 
Developing Countries Fai to Develop 
(1991) ahd Interest Rate: Its Impact on 
Price Movement (1986) as well as a 
number of nearly completed manuscripts, 
in all Mathur hm published more than 90 
articles on economics and supervised at 


least 55 doctoml dissertations. Economics 
to him was not moely a tool for personal 
promotion, jetting invited to conferences, 
publishing another paper. His joy was in 
seeing the truth expioied. It did not matter 
to him who got the crec'it. He was gene¬ 
rous with his ideas and practical help and 
encouragement to his students and col¬ 
leagues. He wanted everybody to tenefit 
from the insights he worked so hard to 
achieve into the working of the economic 
system. 

What is Mathur’s economics? To answer 
this question in full one has to go through, 
in addition to his major publications, the 
nearly completed manuscripts he was 
working on. For the time being we can 
only try to have a glimpse of what is his 
major contribution in to understanding of 
economics. Though to economists both in 
India and abroad Mathur's name is 
almost synonymous with input-output 
analysis, going through the major work 
of his one perhaps cannot avoid the feel¬ 
ing that input-output analysis was only a 
tool to him in understanding the working 
of an economy. His main quest was how 
an economic system works. The interrela¬ 
tionships among price, wage and interest 
rates, technology—the building blocks. In 
his world, current price structure is deter¬ 
mined by current wage and interest rates 
as well as technology as reflected in the 
input-output coefficient. However, unlike 
in Sraffa, this input-output coefficient is 
related to the hast efftcient technique and 
not to the average or the best practice 
technique. What is the reason behind this? 
At the risk of over-simplification, let us 
try to provide a Bavour of Mathur's 
analysis. In a growing economy, layers of 
techniques with differing productive effi¬ 
ciency exist and are employed simul¬ 
taneously. This is what he called a state 
of flux. A successful innovation lowers the 
variable cost per unit of output and an en¬ 
trepreneur’s decision on whetliei to con¬ 
tinue in production or not is dependent 
on variable cost per unit of output. The 
introduction of a new, most efficient, 
technology can cause variable cost per 
unit of output for the existing techno¬ 
logies to increase, forcing the least* effi¬ 
cient one(s) to become obsolete. The 
marginal techniques, the techniques which 
are on the verge of obsolescence, will 
determine the price, in a state of flux, the 
linn using the most up-to-date technology 
will earn the highest returns. The amount 
of returns over and above the recurring 
cost of production (including interest on 
working capital). Mathur called techno¬ 
logical surplus of a firm. A firm will con¬ 
tinue to operate so long as it earns a non¬ 
negative technological surplus. An 
esubiishment with the oldest technology 
in use will be earning zero technological 
surplus while a firm with the most 
modem technology will, naturally, earn 
the highest surplus. This technological 
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surplus is siiglWIy mwe comprehensive 
than Schumpeterian profit. While 
Schumpeter’s derinition of pioru excludes 
interest, depreciation, etc, on fixed capita] 
these are included in Mathur's technolo¬ 
gical surplus. This surplus is almost like 
Ricardian rent, it is, like rent, based on 
differential efficiency of different units. 
However, the similarity ends there. As in 
the tong run, as more and more firms 
enter the industry with most recent techni¬ 
que firms which were earning zero ‘rent’ 
before, the marginal firms, are forced out 
of the industry. Though this technological 
surplus may look like Marshallian quasi 
rent, in the latter case a new firm has no 
particular advantage over its predecessors 
whereas this is not the case in techno¬ 
logical surplus. We thus sec that at any 
given moment in time a spectrum of 
technology exists in an economy working 
simultaneously and having different pro¬ 
ductivities and profits. Out of these, the 
least efficient technique is the one deter¬ 
mining the price structure. The marginal 
technique is in operation because demand 
at the price structure as.<>ociaied with that 
technique exceeds the total capacities of 
all the more efficient techniques. 

When any new investment is made it 
uses the best practice technique at the 
time. But if demand ceases to increase to 
accommodate the newly created capacity 
the firm has to poach on someone else’s 
market. A competitive firm (or a fix-price 
firm in the sense of Hicks) will either 
reduce the price of its product to such an 
extent that the marginal firm is compell¬ 
ed to leave the market or it may increase 
the wages of its employees thereby increas¬ 
ing the variable cost of the marginal firms, 
again forcing them out of the market, in 
sum if new investment is undertaken 
under the scenario of stagnant demand 
(this can h^pen to, say. replace old 
capital and/or to reap high profit made 
possible by technological advances) it will 
cause some firms to close down. Under 
these circumstances, there will be an in¬ 
crease in unemployment. Thus we can sec 
that a situation may exist under which 
increase in wage (for those labourers 
asstKiated with the new technology) may 
exist with a high level of unemployment. 
We have the Phillips curve story without 
the militant trade unions. Or a somewhat 
Marxian condusion without universal ex¬ 
ploitation of labourers. 

Mathur used this relationships among 
wage, price and technique of production 
to analyse the prospects for developing 
countries in the international trading 
system. This prompted him to build an in¬ 
ternational trade theory without Say's law. 
For his analysis of developing countries 
his starting point was the studies under¬ 
taken by Dadabhai Naoroji. This is not 
from a sense of nationalistic feelings. He 
built part of his model on Naoioji's Drain 


Theory because he found it relevant. 
Mathur would happily refer to research 
findings even if these were by a humble 
PhD student. He was searching for truth 
and could not be bothered with 'public 
relations’. 

This brief look at Mathur’s economics 
docs not do justice to the wealth of 
wisdom he has left behind. Anybody seat- 
ching for an alternative to the neoclassical 
general equilibrium economics or getting 
frustrated with the standard literature 
on growth, technological progress and 
macro-economic instability will lir.d 
Mathur’s work a profitable investment. 
Similarly, for development economists 
and practitioners brought up on a diet of 
models of dual economy his work will 
lead to a new rewarding direction. 

The areas of economics in which 
Mathur worked in and contributed to in¬ 
clude price system, theory and empirical 
study of consumer behaviour, growth and 
technological change, devebpment plan¬ 
ning, north-south relationship, interna¬ 
tional trade and inter-regional co¬ 
operation. agticuliural economics and 
price behaviour, national income accoun¬ 
ting and, of course, input-output analysis. 
The areas of application extended from 
analysing strikes in the Bombay cotton 
textile industry to construction and ap¬ 
plication of input-output tables from 

BIHAR 


THE Supreme Court’s verdict on the 
Mandal Commission report has given an 
unexpected but important opportunity to 
Laloo Prasad Yadav, the chief minister of 
Bihar, to further consolidated his base 
among the OBCs and strike at the hege¬ 
mony of upper castes in the state. 

For the last IS years Bihar has had a 
policy of reservation for OBCs, was imple¬ 
mented by the government led by Karpoori 
Thakur. The Karpoori Thakur scheme of 
reservation was formulated under the con¬ 
stitutional provision of reservation for 
socially and educationally backwards (Ar¬ 
ticle 16). As per the scheme, there was pro¬ 
vision of 12 per cent and 8 per cent reser¬ 
vation in jobs for the most backwards and 
backwards respectively. In addition, the 
ratio of reservation for the economically 
poor among the upper castes and women 
belonging to all caste groups had been 3 


OMimnes li)» Sudan, Iraq. Sri Lanka and ' 
Nigeria to name hut a few. Add to this his 
enormous volume of research, publication 
and supervision on a.'^pecis of Indian and 
the UK economy and you will only be 
beginning to get a hint of this man’s in¬ 
tellectual capacity. 

What Mathur did for a bobby many 
people would consider rhemseivcs lucky 
to do as their fuH-time occupation. His 
hubby was ancient Indian astronomy, an¬ 
thropology and Indology. He was a Sans¬ 
krit scholar and also produced scholarly 
articles on fUmayan and Mahabfuirai. His 
pedigree in these areas derived from his 
father who, though an advocate by profes¬ 
sion. wrote a book on Vishishtha Advaita 
Sidhania. He was also one of the trustees 
of the Shri Rangi Temple in Vrindavan. 

Mathur had an impish, almost child¬ 
like, sense of humour and a tremendous 
urge to discover. He never could stop 
working. His economics grew from his 
early days of going round villages collec¬ 
ting data on rural consumption. In his 
conversations he would recall incidents 
from those days to explain some point or 
other, and then suddenly one would 
realise what had prompted this man to 
devote his life to writing on and teaching 
economic growth and distributive justice 

P N Mathur passed away on Sunday, 
March 21, 1993 at Carmalhcn in Wales. 


per cent each in government jobs at the 
state level. The scheme also excluded the 
economically well-off among the back¬ 
ward classes from availing the benefits of 
reservation through putting an income tax 
ceiling. Agitations were held by the up¬ 
per castes against this reservation policy, 
but gradually petered away partly because 
the scheme had an in-buili strategy of 
dividing the upper castes on the issue 
through maknig provisions of reservation 
for those among the upper castes who 
were backward in terms of economic posi-> 
tion and gender. 

But the government led by Laloo 
Prasad has very recently replaced the Kar¬ 
poori Thakur scheme with a new formula. 
The ordinance to this effect was approved 
by the state cabinet on F^uary 16 and 
got the assent of the governor Mohammed 
Shafi Qureshi the following day and thus 


New Reservation Policy 

Kameahwar Uhuudhary 


The new reservation policy has further consolidated backward class 
support for the chief minister However, the withdrawal of 
reservation benefits for upper caste women has generated intense 
criticism. 
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Under the new iciienK; 
thenuk) of reservation in government jobs 
has been raised by 2 per cen i each for the 
two sections of tfu OBCs, i e, from 12 per 
cent to 14 percent for the most bacicwaids 
and from 8 per cent to 10 per cent for the 
backwards. The earlier provision of 3 per 
cent reservation for the economically 
backward upper caste people has been 
struck down. The ordinance ensures 2 per 
cent job reservation for women belonging 
to the SCs, STs and OBCs. Now the upper 
caste women cannot enjoy the benefits of 
reservation. Gender is thus not considered 
to be a common denominator of socio- 
educational backwardness as was the case 
under the previous scheme. In addition, 
the ordinance has also abolished the in¬ 
come tax ceiling which had been impos¬ 
ed under the Karpoori Thakur formula of 
reservation to prevent the economically 
prosperous section among the OBCs from 
taking advantage of reservations. There is 
a provision for constituting a rive-mcniber 
permanent commission to look into the 
claims of benericiaries of job quota 
scheme in the light of the judgment 
delivered by the apex court on the Man- 
dal Commission report. The proposed 
commission is to comprise a chairperson, 
a social scientist, two experts and an of¬ 
ficer of the joint secretary rank. 

The chief minister has strongly defend¬ 
ed the new schemes. He aigues that the 
apex court in its judgment on the Mandal 
Commission report had declared the job 
reservation scheme on the basis of 
economic backwardness and gender ‘un¬ 
constitutional'. The court has upheld 
reservation in jobs only on the “basis of 
social and educational backwardness” as 
per the provisions of the Constitution. 
Hence, he reasons continuing job reser¬ 
vation on the basis of economic back¬ 
wardness, in I he state was tantamount lo 
violation of the judgment given by the 
highest court of the land on the Mandal 
report. However, he suggests that the cen 
tral government should bring about an 
amendment in the Constitution if it was 
willing to extend the joh reservation 
facilities for the poor among the up(>er 
castes. 

In fact, the dynamics of the changes 
introduced in the rescivauon policy by 
\<idav are a result of his political calcula¬ 
tions and compulsions as well as his 
politico-social objectives. The BJP has 
made concerted moves to counter Yadav 
and penetrate his solid social base of the 
backwards, especially the yadava.s. Recent¬ 
ly, as a part, of its strategy the BJP drafted 
the formcr'MP and senior party leader, 
Jagdambi Prasad Yadav, as the president 
of its newly-founded body, the Shriram 
Lx)k Sanghanh Samiti and projected 
another jrarty leader belonging to the 


yadaV caste; Ramdas Rai, as an impor¬ 
tant funetkHury* of the party. In addition, 
it is trying hard to make inroads into the 
SC and ST vote banks. During his recent 
visit to Bihar, L K Advani repeatedly em¬ 
phasised that Iris party had got Kamesh- 
war Choupal, a BJP MLA, belonging to 
the SC community to perform shilanyas 
of the Ram Mandir at Ayodhya. The Hin- 
dulva juggernaut is gradually gathering 
momentum even drawing some sections 
of the backward castes. In February, the 
convenor of Kranti Morcha, Birendra 
Nath Sharan, and the Kurskanta block 
Congress leader, Ganesh Prasad Yadav, 
along with hundreds of their followers 
joined the BJP. 

Obviously. Laloo Prasad has to be on 
guard against communal onslaughts of 
the BJP. He knows that the support ex¬ 
tended by a section of the leaders of the 
BJP and the Congressfl) to the Tierce anti- 
reservation movement in the wake of the 
implementation of the Mandal Commis 
sion report had yielded dividends to the 
Janata Dai, particularly in the last Lok 
Sabha elections in Bihar. The movement 
has widened the gulf between the upper 
castes and backwards. This polarisation 
has enabled the JD and its allies to win 
49 seats out of S4 in the last I-ok Sabha 
elections. 

Besides the legal justifications extended 
by Yadav, the current changes made in the 
reservation policy are latently guided by 
his strategy to encourage the political 
(electoral) polarisation between the upper 
castes and the backwards and solidify his 
base among the latter. He thinks that the 
new ordinance on reservation, which 
removed the provisions giving some bene- 
Tits to the upper caste men and women, 
would generate a reaction among the 
upper castes and force them into the fold 
of the BJP which is gaining strength in 
the wake of the demolition of the Babri 
mosque. Such a reaction, he calculates, 
may create a counter-reaction among the 
backwards and prevent them from falling 
prey to the designs of the BJ P. in this pro¬ 
cess, only iheCongress(l) would lose its 
up^r caste supporters to the BJP and the 
backward vote-bank of Yadav would get 
further cemented. Further, due to his 
unrelenitess aggressive stance and moves 
against communal propaganda and acti¬ 
vities of the BJ P, he has become immense¬ 
ly popular among the Muslims who speak 
of supporting him even if his own 
castemen, the yadavas, desert him. 

Another .signiTicant factor leading 
Yadav to adopt the new reservation for¬ 
mula is i-he ongoing internal struggle 
within the Janata Dal. Currently, a sec¬ 
tion of the party opposed to Yadav is ted 
by the enginecr-turncd-polidcian and MP, 
Nitish Kumar who was previously a close 


conTidant and ftiend of the fanner. Nitish 
Kumar was conspicuous by his absence at 
the grand ‘sadbhavana* ally organised 
under the stewardship of Yhdav at Patna’s 
Gandhi Maidan on January 20. The rally 
was attended 1^ a galaxy of leaders in¬ 
cluding former prime minister and SJP 
leader Chandrashekhar and the West 
Bengal chief minister, Jyoti Basu. 

This opposition from a section within 
the party giew as Yadav declared that the 
Karpoori Thakur scheme of reservation 
would be changed as per the Mandal 
Commission report. Only a few days after 
the massive rally several prominent leaders 
and ministers of the party led by Nitish 
Kumar paid glorious tributes to the 
former chief minister Karpoori Thakur. 
The function was jointly organised the 
Karpoori Rachna Chakra and the Jan 
Nayak Karpoori Thakur Vichar Kendra. 
Rirticipants demanded that the state 
governmeni should not rererse the Kar¬ 
poori formula. It was held that if the 
formula was replaced the most backward 
classes and backward class) would be 
clubbed together and, as a consequence 
the most backward class (M BC) stands to 
lose. The gathering comprised several 
ministers belonging to the most backward 
class. The wrath of these leaders was 
targeted at the initial announcement of 
Yhdav that a commission would be set up 
to prepare the list of beneTiciaries as re¬ 
quired by the decision of the Supreme 
(Tourt on the Mandal report. Further, 
delegate session of the Most Backward 
Caste Co-ordination Committee was held 
at Patna on February IS. About 200 
delegates paiticipated to launch a direct 
agitation demanding, among other things, 
a higher percentage of reservation for 
MBCs in government jobs. The parti¬ 
cipants at the session unanimously 
favoured a revision in the Karpoori 
Thakur scheme in such a manner that the 
MBCs would not lose. They demanded 
I6.S per cent reservation to the MBCs in 
government jobs and criticised the 15 per 
cent reservation of government jobs for 
MBCs. There was a scuffle between sup¬ 
porters of the warring groups in the ruling 
JD, one led by Yadav and the other head¬ 
ed by Nitish Kumar on February 16 at 
Patna College seminar hall where Kumar 
had gone to address a meeting. Supporters 
of the chief minister held the field 
shouting the slogans ‘Nitish hai hai*; 
‘Nitish go back’, ‘Mandal virodhi vapas 
jao' and ‘Laloo Yadav zindabad’. They 
were agitated over Kumar’s campaign to 
unite the MBCs under one umbrella to 
protest against the violation of much 
publicised slogan of social justice which 
is alleged to have benefited yadavas only 
•SO far. Kumar had addressed at Patna the 
conference of MBCs like dhanuks earlier. 
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Poiitioal observers believe that though 
Nitish Kumar appears to be in the foK- 
front, tk)e real man behind the scene is 
another J(0 sulwart, Shared Yadav It was 
through the efforts of Shared Yadav that 
a truce was hammered out between the 
thief minister and Kumar and a co ordi 
iidtion committee constituted However, 
tumblings in the party continue 

I jloo Prasad Yadav was howevei able 
to successfully tackle the opposition ot a 
section of the party members when he, 
finally, came out with the new torinula 
largely allaying the feais of the MBC 
leaders Kumar himself clanfied that the 
new formula enhancing the percentage of 
reservation for the Annexuie I and ^n 
nexure 11 categories was almost similar to 
what he wanted He furthei said that there 
was no dispute over Mandal ( ommisston 
and Karpoon Ihakur formula 

Pot nil St Rf AC 1 KINS 

Many political paiiie> and organisa 
lions have expressed then views on the in 
trodwtion ol the new icseivaticin (or 
mula Most ot them are opposes! to n But 
there is no mobilisation o* (veopk yet on 
the issue The proiest is verbal and iitua 
lislic in tharaiiei Some political pa ties 
have deliberately ignored K and sonic 
others have maintained a studious sileme 
Initially, souaes in the ( ongrcss(l) and 
the BJP said that they would noi ‘repc-at 
their past mistakes' They kne-w that if they 
started agtlat’ons against the new scheme, 
the polarisation of upper castes and the 
OBCs would get fuilhcr actentuaied, as 
in case of the anti Mandal agitations, 
and the Yadas base would get turtfer 
solidified 

But the (eader of opposition in the stale 
assembly, Congressfl) stalwait lagannath 
Mishra, could not hold back his oppusi 
non to the new scheme He ciiticiscd the 
hasty approval of the ordinance by the 
Slate cabinet on the ground that the vci 
diet of (he Supreme Court regarding the 
Mandal report had not been widely 
debated yet He held that the amendment 
to the Karpoon 1 hakur formula on reser 
vation was “untimely, irrational and 
against the vcidict of the Supreme Court” 
He disparaged the chief min islet for play 
ing games with the MBCs and women on 
the issue of reservation The new formula 
he held was against the views ot Ram 
Manohar Lohia who stood for special 
treatment for women of all castes In ad 
dition, be argued that the Mandal Com 
mission recommendations were for the 
central services and, hence, the verdict of 
the apex court on this question would, in 
no way, affect the reservation policy in the 
states The chief minister had, in his opi 
moil, been playing into the hands of 


•haves’ among the backward castes and 
had done nothing for the depressed and 
most backward castes Moieoser, the 
Bihar Pradesh Congiess(l) Committee 
(BPCC 1) vehemertlly criticised the stale 
goveinment foi ’disciiminating* against 
the women and resolved to oppose the 
striking down ot f per cent lesei vation in 
goveinment jobs for the women belonging 
to all castes 

The BJP has ically lurneo a blind eye 
to the recent ordinance Parly souncs 
maintain that ihrv will carry foiward their 
Ram Mandii programme and will iicn fall 
prey to the trap laid by \adav, by opj>os 
ing the ordinance 

According lo the senior Janata Dal 
(Ajil group) leade' Ram Sunder Das, the 
karpoon lhakut scheme was “more 
scientific and justifiable'' in comparison 
with the Mandat ( cxnmission report m 
the present situation as it had job quotas 
foi the poor among the upper i astes and 
also fur women He clanried that ncithci 
he nor his patty w.n against the Mandal 
lepoii, however, the state government had 
no right to implement the Mandal ( om 
mission report without constituting a 
commission to caiegoiise (he backwaid 
castes and identilv .is per the direc live of 
the Supieme < oim foi the jniipose of ex 
elusion, ihe 'creamy layer’ among the 
backwards {Hindustan lime\ tHJ) 
icbniaiy I. 1991) 

I he leader ot the Bihar Ra|va Atvam 
Picchada Varg Ivan Mpckshit Saiiiaj, 
Ramdhari Hind asscind that the manner 
III which the Stax jinvcrnmciit aimed ai 
implerneming the it civaiion norms was 
dgainsi the loiinnli ul v icia! insiiec 
champitincd bs tin lanal. Dal 

Ihe Mo.I Backw iid < astes Suidcnts 
Association c>l Bihai ciitieiscd Ihe deci 
Sion ol the I alcKi Pi oatf Yadav govern 
Ttient to reseivc jitr cent of jobs lt>r 
backward class women as a whole Ihe 
association held that it would be piopcr 
not lo disturb the job quota ol MB( s and 
proside2 jsci*em lescivaiion for women 
of reserved class in each eategury (MB( s 
and Bt s) separately Speakers at a 
seminar on Tight tor Social iustieC and 
the MBCs’ cNganised by the association 
held that the MB( s were eiiiiilcd to 16 pet 
cent reservation in consoiianc e with their 
ratio 111 the pojuildtion of (he state, but 
the new reservation scheme had lesirictcd 
their quota to only M per cent They con 
sidered this ‘unfair’ i.HT, Patna, lebiuarv 
18) Speakers includcxJ Vmay Kanth, R<im 
Ball Singh, Ntivin Kumar Arya, U N 
Sinhd, kistri Das and Ami Kumat Das 

Ihe Indian IVoiiles Iront (IP))and (he 
Piagaiishcel Mahila Manch dciioii'tbCd 
the state govemmenf for taking away ) per 
cent of reservations for women in govern 


mem jobs granted under the old torinula 
I he cancellation ol 3 oer cent reservation 
lor women diew siiong protest ttoin most 
women's oiganisaiicms. I'aiticularly the 
Bihar Mahila Samaj (BMS) Ihc gencial 
secretaiv of Pat lui list net liianch of BMS, 
Sushila Sahav iiglided it a giuss viola 
(ton ol (he SupiMiic ( (Xirt ciecivion She 
atgiiidthii Xit.ai c woiiicn Smiied more 
than 19 |Hri c ox ol the stale’s total popula 
lion jiid woM socially cconomuallv and 
educalionalB I ai kwaid with nuaeor lew 
incentives cii tv emu loi advanccinciil 
and warned (hat d the gewe iniin nr did not 
iclravl this slep iluic woulcl be’ massive 
.igitationv She nudi <ui ap|xul u> women’s 
orgamvjiioiiv to uiiiic and tight against 
the injiisticC done ii Itihar women (//f, 
I'aina, febiuarv ,) 

It was only the leadci > ol 'samajvadi 
Janata Pait^ who luilv approved of the 
nc*w reser vaticHi foi mula iiu|>lcmenicd by 
the I aloo Prasad Yadav goveinment I he 
state president, the sectctaiv and the 
general scx.ielaiy ol the parly. Ajil Kumar 
Mehta HaundiaiiatloPi.isad and Ram 
sakat Singh ic iterated then total coniimi 
inent to the Mandal < ommission lejKvil 
They asserted tfiat the karpcKvri formula 
was lilted in favour <vf the uppei castes 
Olhei signatories lo ihe press release lo 
this efteci mcludtd Hasan Man/cK>i 
Hasim A/mai Ah Khan and Niipciidia 
Ciujvta (/// l^itna fehiiiaiy 77) 

I uithei, It IS imiKxlaiit lo note that Ihe 
left parties like ilieC PI the c PlfMjand 
Ihe IPf have maintained a silence ovti the 
nc*w reservation scheme (Ihe IP! has 
aired its opjioMiion cxily lc> the c hanges 
made legaidinj’ rescrvalioiic for women ) 
IXititig the debates on the Mandal ( om 
mission icporl in the past, Ihe ( PI(M) 
had been insistent on exclusion ot the 
relatively bntci oft veciionof the OB< s 
from drawing the benefit • of revc nation 
But Its silence is ironical in Ihc wake ol 
the l,al(K) Yadav govciniiiiiii lernoving (he 
old provision of dcliariing ihiough a 
rough e<oiiomic ctinxion those jxoplr 
paying income (ax troin .ivailing the 
bent Ills ol uNervation 

Ihc natiirr of opposition to tic luw 
a'servatiori schcini hvthejxiliti il|variits 
and oiganisation ha> ihu bcci very 
cautious No cffoit hi' txen iiiictc lo 
mobilise atlcclccl jicopic and l.tunch a 
rnovsmenl It is ol vioiis (hat tin iHcctcd 
people, I e, the tipjKr castes and al.o ilis 
Itoliticdl partus cliaiiipioning their in 
(crests have on ihi score conceded a 
defeat to (he cal ulaicd diid acgiessive 
hdckwaicf cat) policies ol the chief 
mini etc I 

Howe VC I all IS not well with the legal 
jusiificaiio'i ol the step taken bv Yadav 
who asserts that thr new scherru ol reset 
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vation h^-s been ncces<>il«iied and introduc¬ 
ed in line with the verdict of 'he Supreme 
Court on the ManUal feixiri. His measure 
is right to the extent that OBC reservation 
is constitutionally meant only for those 
who are socially and educalitinally back¬ 
ward aiid noi foi those who aic backward 
on econon.K'oi gendci lines Hence, ex¬ 
clusion 01 I lx- poorer (economic) upper 
castes fioni i.njoving the IseneHts of resei- 
vation would be cnrie..t under the given 
consiiiu'ional provision. Bin the new 
scheme ol i.,'.enaiioi. is coristilutionaiiy 
not valid m rttamin): leservation for SC, 
ST and t>H( women. I he verdict of the 
apex court nullifies resetwiiion on the 
basis of sex. And Yadav is very much 
aware of i' as is evident from his 
statements on ific issue. Hut he has made 
ic.scrvaiion for backward class women. 

Secondly, he lias lemovcd the income 
tax (etonotme) ititenon which formed a 
pan of the old '■•lit.iitc diTuirring income 
lax payers itom the benefits ot leseiva¬ 
tion. This goes against the decision of the 
apex I'ouit rcg.iiding exclusion of the 
‘creamy lavtr’ ol the OBCs from the 
aiivainagis ol rescrvaiicm The Yadav 
governnieni should li.'--e Inst idemdied 
flic ‘cicitiviv layer' ol the ttlJCs and then 
implcinfnied the new -.theme. Oi il he was 
in such has;.', he should tiave retained the 


JEAN I'AUL SAKI RE i. lus prcl.ice to 
Fanon's H'niched o) fhe Lxinh wrote 
“Faiion hides noiliing. m oidet to fight 
against ns the forniei colony niiisi light 
against n.scif: oi, ralhci. the ivvo siruggies 
form pan of a whole’' [IJ. tic l oiitiiiucs 
"when they are taught what shame and 
hungci and pain arc, ail that is sliired up 
in them is a solcaiuc fuiy whose loicc is 
equal to that ol the pressuie put upon 
them. You said they understand nothing 
but violciii-e'.’ Ol course; first, the only 
violence is the ‘settlers'; but soon they will 
make it then own; that is to say, the same 
violence is tin own back u|)c>n us as when 
our teneelioii comes forward t,i meet us 


income tax entenon which could have 
prevented at least a part of the Ytreamy 
layer’ of the OBCs in Bihar from corner¬ 
ing the benefits of reservation. Apart from 
these important loopholes Vhdav is not 
opposed to making a cxxtstitiakmai amend¬ 
ment providing reservation for the 
economically poorer upper castes. He 
needs to take a similar sunce concerning 
reservation for women so that if he is not 
to be portrayed anti-(upp« caste) women. 

L,a$lly, Yadav has further consolidated 
his base among the OBCs by introducing 
the new scheme expanding reservation for 
them, allaying MBCs fean and completely 
excluding the upper castes from drawing 
any benefiu of reservation. However, there 
would have been greater polarisation on 
ca.stc lines benefiting Yadav, had there 
been agitations against his scheme by the 
upper ca.stes. Obviously, Yadav has to 
think of other moves in his crusade 
against the age-old hegemony and domi¬ 
nation of upper castes in Bihar. After all. 
he has to realise his amlntion which he fre¬ 
quently reiterates at public meetings by 
using a picturesque Hindi proverb: ‘Bees 
saal lak mai moong dalunga dushmano 
ke chhaati par’ (translated literally, it 
niean.s that he will continue to sit like a 
grinding stone on the chest of his enemies 
lot 20 long years). 


when we go towards a mirror. As violence 
continues in South Africa (post-apar- 
ihcid?), it is seen as a manifestation of 
‘Blacks against Blacks’ phenomena the 
connotation of which should be obvious: 
‘the incapaaty of Blacks to govern 
them.sclves’. 

Recently it was revealed by the govern¬ 
ment appointed investigative panel that 
the South Afiican Defence Ibroes (SADF) 
had hired a convicted murderer last year 
to Icayi a covert operation aimed at com¬ 
promising members of the military wing 
ol the ANC by using prostitutes, drug 
dealers and homosexuals. Even after the 
lifting of the ban on the ANC in February 


1990 the ‘dirty turn' tqiefauon mounted 
by Military Intelligence went on fiom 
through December 1991. The BUho 
massacre and earlier to that the Boipotong 
massacres revealed the connivance of the 
South African regime in pCTpetuating 
violence which was conveniently seen as 
Black against Black violence: The two 
major issu^ that confront South Africa 
today are township violence and the 
restructuring of post-apartheid South 
Africa in the bee of the Ythnic confBcu’. 

Concern with violence todiQr cannbi 
blur the past where lies the roots of the 
present. Colonisation of Africa has been 
anything but peaceful and colonialism in 
South Africa has the dubious distinction 
of having created a regime founded on 
racial segregation. Such a r^me could 
survive by sheer force alone and not by 
ikmocratic consent. Suppression and legal 
banning of all political opposition ofioi 
gave rise to only one language—that of 
violence The regime had no accoustics for 
any other. Ibr generations of Black 
Africans, hatred and violence have 
become part of daily existence 

One cannot help going back to Fanon. 
“The native town is a crouching village, 
a town on its knees, a town wallowing in 
the mire It is a town of niggers and dirty 
arabs. The look that the native turns on 
the settlers town is a look of lust, a look 
of envy; it expresses his dreams of 
possession—all manner of possession; to 
sit at the settlers table to sleep in the set¬ 
tlers bed, vrith his wife if possible The col¬ 
onised man is an envious man. And this 
the settler knows very well; when their 
glances meet he ascertains bitterly, alwiqrs 
on the defensive ‘they warn to uke our 
place*. It is true for there is no native who 
does not dream at least once a day of set¬ 
ting iiiiitself up in the settlers place” (2). 

Even a decade earlier the apartheid 
regime was unwilling to come to terms 
with nuyority rule its responiw to peopk's 
demands was repression and the imposi¬ 
tion of emergency in I98S. Despite the 
banning of all political opposition in 
1960s, by the end of the decade African 
nationalism erupted in the form of Black 
consciousness movement. Influenced by 
Black politics in the US and encouraged 
by National Party’s policies of ‘tribal col¬ 
lies’ and ‘Ebintu’ iucation, the move¬ 
ment represented a lesfruaued racial con¬ 
sciousness of Africanism. It was among 
students that it emerged when Steve Biko 
led Black students in the break with the 
multi-racial, but predominantly white and 
English-speaking National Union of 
South African Students (NUSAS). He 
formed the South African Students 
Organisation (SASO) among university 


‘Blacks against Blacks’ Violence in 
South Africa 

Rama S fVfolkott- 


A regime I'ounded on nicinl segregation could only have survived 
by the use ot iorce and not hy democratic consent. For 
generations of Black Afiiains, hatred and violence have become 
part of daily existence. Not surprisingly, today, the two major 
issues in South Africa arc township violence and the restructuring 
of a post apartheid SiKiciy in the face of ethnic violence. 


II4K 


Ei onomic and Political Weekly June 5, 1993 



hf high Khoob in the South African 
Studenti Movement (SASM). SASO em- 
jiaced all non-white university students 
ind preached black unitx black self- 
eliance and psychologic^ libemtion. The 
nchoate philosophy of Black con- 
dousness was the tentative framework for 
irganising black youth under the leader- 
.hip of Steve Biko and others (2]. A dif- 
'erent style of politics to the non-racial in- 
riuMve of axioms that were characteristic 
if campaigns of the ANC and its ‘con¬ 
gress alliance* in the 1930s emerged. 
fk>litics of public protest was reintroduced 
ind a whole new generation began to grow 
n the 1970s that was imbued with a sense 
>f rebellion, self-assertion, and believed 
n itself, its rights and its ability to fight 
or a better future. The process culminated 
n the Soweto uprising of June 16, 1976. 
This was in a way, the take-off of the 
'oulh factor in liberation movement of 
south Africa. 

A conscientised youth outstripped the 
lider generation in their militancy and 
>egan to act independently of them. The 
mmediate cause for June 16 was the pro- 
:est march of some 10,000 youth in 
Soweto against the introduction of in- 
itruction in Afrikaan as well as English 
n urban black schools. The response of 
:he regime was violent, following cx- 
;hanges between pupils and security 
Torces killing between 600 and 1,000 Black 
[>eopie—-mar^r of them children in dif- 
Terent parts of South Africa. The regime 
fiad to reckon with the political potential 
3f the vast poor of angry young Blacks, 
but not by conceding to their demands or 
entering into a dialogue but by seeking to 
foot out student and pupil leaders and en¬ 
sure that there was no repetition of the 
lebellion—leaders were arrested and even 
tent to Robben island, Biko died in deten- 
lion and SASO and SASM were banned. 
By then the youth had moved on from 
purely educational grievances to broader 
resistance to apartheid and proved that 
direct mass resistance was possible. The 
Azanian Peoples Organisation (AZAPO) 
was formed in 1978 as a successor to the 
proscribed Black consciousness structure 
ind the mass organisation to embrace the 
Freedom Charter of I9SS Congress of 
South African Students (COSAS) was 
Tormed in 1979. The COSAS aggressive¬ 
ly promoted the nationwide ‘Free 
Mandela’ campaign. Youth were now in¬ 
volved in consumer boycotts, rent strikes, 
ind solidarity action with Ihide Unions 
ind COSAS paved the way for a new 
phase of resistance politics. The year 1980 
witnessed intensified political activity and 
the youth involved manifested a deeper 
jrasp of and concern with political 
deology and strategies. Youth and com- 


where. In 1983 these structures came 
together in the broad-based umbrella 
resistance movement of the United 
Democratic Front which consisted of 
several hundred affiliate groups. The 
structure of UDF lent itself to decen¬ 
tralisation and encouraged localised in¬ 
itiatives. Black consciousness and left- 
wing groups opposed to the Front coalesc¬ 
ed in the National Forum, with a socialist 
element added to its ideology. The 
adherents styled themselves as ‘anti-racist' 
as opposed to non-racial and excluded 
whites. By 1984 an unprecedented popular 
rebellion against the South African state 
was mounted and took a variety of forms 
The militancy of the youth was such that 
even five-year old were engaged in the 
struggle. “It is shocking the extent to 
which children turned into daredevils 
Soldiers meant only teargas to them, 
policemen only enemy target. There was 
such a great contrast with the young 
whites, still playing with toys and pester 
ing their mothers for popcorn and ice¬ 
cream” (2j. The days of insurrectionary 
politics had begun. 

As the regime’s only response was bla¬ 
tant repression—mass detentions, killings 
and forcing members underground— 
student organisations were deprived of 
their leadership and ties that linked 
political groups in a loose but coherent 
organisational network. Danocratic pro¬ 
cedures and debates which had become an 
article of faith for the majority of youth 
organisations eroded and seen as ‘unaf¬ 
fordable luxury’ in the face of blatant 
lepiession. When emergency was declared 
in 1985 a large number of angry youth ac¬ 
tivists were dislocated from a necessary 
process of political education and deve¬ 
lopment. Wluie the youth were in the 
forefront of the struggle, they were the 
first to be detained and first to be shot. 
Increasingly the more daring ones regard¬ 
ed themselves as leaders of the struggle 
and took upon themselves to enforce com¬ 
pliance by brutal means—the most grue¬ 
some of them ’the necklace!—placing of 
a rubber tyre; filled with petrol, around 
a victim’s neck before setting it alight. In 
March 1985 a community councillor was 
assassinated in this fashion. The pheno¬ 
menon of power of youth in township life 
raised many issues for the adulu of black 
communities. While they supported the 
youth in their struggle for fie^om, many 
were disappointed of their brutal 
methods. The belief that freedom was 
round the corner and the willingness to 
die for it created various levels of activity 
which were not always well debated and 
blurred their creativity at times. Detain¬ 
ed leaders were replaced by younger, more 
radical and nulitant aaivists often lack- 


youth became a.n irreplaceable factoi in 
South African political life. It is this 
generation of Africans that the older 
leaders particularly tho.se who have 
relumed from exile oi from prison have 
to work with 

The at tempts of parents and elders to 
briny the voulh hack to schtHils -ucceetled 
only pavtiallv Rivali v iMwt-cr. lesiisiancc 
groups and *>loodv feuds between youth 
organisation on the one hand and 
township g.angs or ‘vigdant.s’ on the other, 
‘revenge’ killings becnnic the order of the 
dav While the cUleis acknirwledged with 
pride (bat their children refused to live 
iiiuler apart held thev also sadly recognis- 
t'il that they had ‘flie knowledge of how 
to die, and lio'.v t<' kd!’ The re.'>ponsc of 
the state was (mce ae-'iii to reimpose law 
and oidei by dtvia'':' g natirnvd cincrgcn- 
i-v on lune 1?, iVRh gis jne, the prshce and 
secutiiy forre-i tune h'nnchp in dealing 
ssith the troublesome voulh. Forty per 
cent of the detained (of abtxa .■'.?,000) im¬ 
mediately following emergency wi-rc under 
the age gicup of 18 The one interesting 
spin-off of unprecedented nrpression wa.s 
the taciica; alliance between warring 
comrades— the Soweto Students Congress 
(supporters of Freedom C harter) and the 
Azanian Students Movement '’.f Black 
consciousness The realisaiton (hat the 
struggle was a protracted one and that 
they need to oiganise themselves and m 
relation to othei sectors of a-sisiance pat- 
ticularly workers led to the underground 
launching of South African Youth Con¬ 
gress (SAYCO), (he country’s largest ever 
youth grouping. SAYCO pledged to be a 
part of “cla.s.s alliance of workcis. com¬ 
munity. women and student organisations 
with principles similar to ours". 

The Students and youth movement in 
South Africa has accelerated the libera¬ 
tion movement and pul the apartheid 
regime in a state of alert. Yet lilieration 
itself was noi to come by easily. The 
psychological brutalisation, 'vigilanteism' 
and the use of ‘hit squads' demand a 
bloody price from black youth 

Ft HNIf VlOl I.NT t 

‘Ethnicity’ ‘ethnic conflicts' in South 
Africa lodiiy arc as much a legacy of the 
apartheid .■-ysiem as [loverty, population 
relocation, death and illiteiacy "However, 
the depth of ethnic identification and its 
manipulation tor pxrliiical end.s will be less 
easy to wipe away. Political manipulation 
of ethnicity has permeated the very 
transmission ot ideas; ethnicity has in¬ 
formed the actions of South Africans over 
many years because ti seemed to make 
sense ol the every day world” 13). 

Howevei, eiliiiicity is not an African 
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^Communal’, * 51 ( 10031 ’ identi(ie$ are un- 
foMing in various ways, often violently, 
ethnic conflicts called ‘tribalism’ in Africa 
are no exception. The present conjuncture 
in South Africa is npe for political 
mobilisation of ethnic identities as the 
country limps painfully towards free¬ 
dom--a post-apartheid state. Ethnicity 
has been used by the apartheid regime to 
divide the African population, to keep 
them segregated resulting in Federal and 
Bantustan policies. Bantustan politician 
such as Ntsanwisi and But helezi use it to 
mobilise opposition to a unitary South 
Africa. Within the national liberation 
movement, there are divergent opinions 
and altitudes—one wing calling for the 
denial and suppression of ethnic dif- 
frences in the cause of national unity and 
the other wing recognises the power of 
ethnicity as an instrument for political 
mobilisation at the regional level. The 
Freedom Charter of the A NC holds that 
while they denounce tribal pride, they arc 
not indifferent to traditions, languages 
and cultures of individual ethnic 
groups [4). 

Whether ethnic identities are ‘imagin¬ 
ed’, or ‘historically constructed’, it is im¬ 
portant to ask why identities become im¬ 
portant at one particular juncture and not 
at another. Faced with the demand for 
liberation, the apartheid regime is fighting 
its last battle by once more using ethnic 
divisions foi political mobilisation to 
create a federal South Africa with a cen¬ 
tral government economically and politi¬ 
cally weak. The 'homelands’ were repro¬ 
ducers of cheap labour for the apartheid 
regime. But once it lost control of 
homelands, it gave up homeland policy. 
In April 1990 six homeland leaders pull¬ 
ed out of important talks with piesidcni 
de Klerk at the behest of ANC and by 
1991 National Party abandoned the home¬ 
land policy. Having abandoned the policy, 
the regime supports opposition to ANC- 
led liberation struggle brazenly as is evi¬ 
dent from the revelations in November 
that South African military intelligence 
has been channelling weapons to Inkaiha 
from Mozambique’s right-wing guerrillas 
of Renamo, is a part of the overall strategy 
of the South Africa regime designed lo 
stop the ANC from coming to power. 

In 1959 the policy of ethnic tragmeu- 
taiion of National Party was given legis¬ 
lative form in the promotion of Bantu 
Self-government Act The Zulu identity 
which existed in loi'sei form in the 1950i 
was later carefully nurtured by Buihelezi 
who claimed 10 be destined to lead a ‘Zulu 
Nation’ that pre-existed apartheid and col¬ 
onialism. Buihelezi refused to follow the 
politically suiadal route of ‘ independence’ 
for the Kwazulu ’hoineiand’. In 1972 the 
Zulu land Tariiorial Authority became 
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1975 Inkatlia Freedom Pmy was formed. 
The balandng act between a regional Zulu 
mobilisation, and an African nationalist 
mobilisation tilted in favour of the former 
by (he end of 1970s. In 1986 the Indaba 
Constitution was drawn up and made pro¬ 
vision for chiefs to play an important role, 
provided for ‘a council of chiefs’ for 
‘tribal authority’ to remain as a form of 
local government and for the existence of 
tribal police. The process of politicisation 
of Zulu ethnic identity look several 
forms—invocation of Zulu ‘hislory’, Zulu 
nation, and the ideology of Zuluness, that 
became the core of Inkatha Syllabus in 
schools. It “sanctioned superiority based 
on sex, age and social position and re¬ 
produced the whole set of authoritarian 
and hierarchical relations found in Zulu 
society". With the unbanning of the ANC 
and other political parties and release of 
Nelson Maixlela, ethnic mobilisation 
within Inkatha Sliategy has not only in¬ 
creased but takes the form of violent con¬ 
frontation with (hose who oppose it and 
co-operation with the apartheid state in 
defending privileges inextricably tied to 
the Baniustans. 

“Ethnic social identities and ethnic 
group consciousness have now been tied 
inextricably K> violence in Sbuth Africa. 
The racism of colonial conquest and 
slavery and the years of segregation in the 
Union of South Africa; the sacred history 
of (he Afrikaner volk with its claims to 
a (iod-given mission in Africa; and the 
vicious consequences of the implementa¬ 
tion of apartheid—a policy based on 
separation—all these repressively en¬ 
forced ‘group politics' have involved 
violence [3) 

Six homeland chiefs pulled out of im¬ 
portant talks with president de Klerk in 
April 1990 at the behest of the ANC. Of 
(hem. General Bantu Holomisa ofTran- 
skei is seen as the strongest supporter of 
ANC [5|. Transkei, the first ‘independent’ 
Bantustan in 1976, was ruled diaatorialiy 
by Mantanzima until 1987 when Holo¬ 
misa took over. The change of policy of 
the apartheid regime towards Ihmskei was 
evidently to punish Holomisa for his sup¬ 
port to ANC. The government of Pretoria 
stopped paying its R200 million share of 
Southern Afncan customs union unless 
Transkei withdrew its ban on South 
African Sorghum Beer. Threats from 
apartheid government continued and by 
August 1990 hundreds of Transkeians were 
killed by Inkatha and South African 
police. Ill Ciskei Brigadier Oupa Gqoza 
captured power from l>ennox L Seba in 
1990 after the release of Mandela. Pik 
Botha manoeuvred to restructure the 
government and change the Constitution 
to rcincorporaie Ciskei into South Africa 
in February 1991. South Africa ruled 


Ciskei With an iron nun sinee the 
emergency of November 1991. I^pie of 
course did not figure anywhere in these 
transactions. 

While ‘Zuluness’, ‘Zulu identity’ may 
not be seen purely in terms of the outcome 
of articulations of ;'>eripheral economies 
with the centre, it can hardly be doubted 
that the manipulations of the apartheid 
have contributed more than any other fac¬ 
tor to the creation of separatism of the In¬ 
katha Freedom Party and its confroma- 
tionist attitude to the ANC and CODESA 
talks. Federalism that it supports is 
precisely what the white minority would 
like. In the attempt to build a post- 
apartheid state that would not shed white 
capitalist market economy and yet main¬ 
tain the facade of Black majority govern¬ 
ment politically free, the Inlatha Freedom 
Party, those Af^rican chiefs who have been 
caiefully nourished by Pretoria are impor¬ 
tant allies. Violence in Black townships 
mainly between the warring Inkatha 
Freedom Ruty and the ANC, the increase 
in crime rate not only by Blacks^ but by 
Whites as well marks the South African 
scene today. But there is a difference. 
Violence of Black Africans is seen as 
‘tribalism’. Violence by state security 
agents, of SA DF is justified for ‘reasons 
of state’. What worries the regime is the 
increase in White crime not only by the 
neo-Nazi AWB but by While youth, 
thieves, women shop-lifters, etc Economic 
factors may be blamed for the explosion 
of White crime, but what is appalling for 
the White policemen and detectives is the 
dilemma of investigating these crimes, 
particularly when a White youth gets 
caught or killed by Black security person¬ 
nel. As the sense of powerlessness, dlsem- 
powerment of the White male increases, 
with no apartheid laws to protect them, 
their anger is directed against the most 
vulnerable—women, children, old people 
and blacks, it is said that “at the police 
dog training centre in Pretoria, the Alsa¬ 
tians are no longer trained to bite just 
Blacks". 
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SPECIAL STATISTICS: 1 


India’s External Debt 


THE quality of official statistics on 
India’s external debt has shown a noticea¬ 
ble improwment recently, thanks to the 
insistence of the IMF and the World Bank 
on being provided comprehensive and 
up-to-date informiktion on different 
aspects of the Indian economy as part of 
the staUIisation and structural adjustment 
programmes. Compared to the earlier at¬ 
tempt at obfuscation and concealment, 
the government is now having to come out 
with data on different dimensions of ex¬ 
ternal d<At—multilateral and bilateral aid, 
commercial borrowings of (iffetent types, 
export credits, IMF bortowing.s, NRI 
deposits, rupee debt, loans for defence 
purchases and short-term debt. 

Hitherto there used to be significant 
differences in debt statistics published by 
the Reserve Bank of India (RBI) and the 
government of India (Gol). There were 
also differences between the estimates 
released by the Indian authorities and 
those of international agencies, namely, 
the World Bank, the IMF, the Institute of 
IntematioiuJ Finance (IHO. the Organisa¬ 
tion for Economic Co-operation and 
Development (OECD), and the Bank for 
International Settlements (BIS). Though 
there was no formal definition of exter¬ 
nal debt until 1988 when an International 
Working Group on Debt Statistics provid¬ 
ed an exhaustive definition, there was 
general agreement that all outstanding 
iiabililies owed to non-residents repayble 
with or without interest constituted exter¬ 
nal debt and that, within it, liabilities with 
an original or extended maturity of above 
one year represented medium- and long¬ 
term debt and those with a maturity of 
one year or less short-term debt. It was 
the V^rld Bank’s Debt Reporting System 
which was one of the early initiators of 
debt dau and gave currency to such a 
definition with the emphasis on repay¬ 
ment of liabiities in either foreign curren¬ 
cy or goods or services. 

Until now the debt figures released by 
the Indian authorities (RBI and Gol) have 
invariably been significantly lower than 
those published by the international agen¬ 
cies. First, the Indian authorities were 
reluctant to include NRI deposit liabilities 
in debt. It was presumed that the NRIs, 
with strong local links, would renew the 
bulk of their deposits from time to time 
and eventualy utilise the proceeds, in¬ 
cluding inteiest income, locally. Apart 
from the conceptual problems with this 


EFW Research Foundation 

approach, the massive withdrawal of NRI 
deposits after the 1990 Gulf ciisis expos¬ 
ed how unreal was the presumption on 
which it rested. Second, on supposed 
security considerations, data on defence 
debt were kept a secret by the government. 
Third, the official agencies did not have, 
until 1991, the details of short-term debt, 
including bank exposures and suppliers’ 
credits. Finally, differences in valuation 
have also given rise to non comparabili¬ 
ty of official debt statistics with those of 
international agencies. While the official 
agencies follow the foreign currency to 
rupee to US dollar route for conversion, 
the World Bank’s Debt Reporting System, 
for instance, uses the IMF cross rates for 
directly converting original currency 
values into US dollar equivalents. 

The differences between debt data put 
out by the RBI and those published by the 
government have been essentially due to 
differences in data sources. The variations 
in the estimates of the different interna¬ 
tional agencies have been due to dif¬ 
ferences in sources of data, coverage and 
valuation of debt. While the World Bank, 
IMF and IIF get country reports, BIS and 
OECD use a mixture of creditor and deb¬ 
tor reporting systems. OECD includes 
non-civilian or defence debt whereas the 
World Bank includes it only to the extent 
repotted by the debtor country. OECD in¬ 
cludes debt denominated in the domestic 
currency and use of IMF credits. While 
the World Bank includes accrued interest 
on NRI deposits, OECD and IIF do not 
do so. 

The Reserve Bank’s Policy Group and 
Ihsk Force on External Debt Statistics of 
India (1992) tried to reconcile these differ¬ 
ences and suggested that while it was not 
possible to always accept the procedures 
of the international agencies nor hope to 
change them, the aim should be to ensure 
that the data put out by the RBI and the 
Gol are generally consistent and uniform 
and that debt statistics are presented in 
such a detailed and transparent manner 
that users are able to identify the sources 
of divergence of data from different agen¬ 
cies. The Iksk Force has suggested that 
India’s external debt should cover (i) all 
government and non-government loans 
from abroad, bonds raised from interna¬ 
tional capital markets, some revalued 
balances under IBRD pooled loans and 
exchange adjustments in respect of pre- 
1971 IDA credits, convertible debentures 


until they arc convened tnto equity, use of 
IMF credits, and export credits including 
those extended by foreign official export 
credit agencies: (ii) non-resident deposits 
with an original maturity of over one year 
including accrued interest on FCNR 
deposits: and (iii) short-term credits con¬ 
sisting of bank exposures, suppliers’ 
credits and NRI deposits up to one year 
maturity. The Policy Group and the lask 
Force have suggested that where there are 
grey areas, the data could be presented as 
memorandum items. An example was the 
bilateral rouble and rupee credits owed to 
the erstwhile USSR and the east European 
countries, respectively. The Policy Group 
Report argued that though they con- 
-stituted debt and had the same macro¬ 
economic implications requiring transfer 
of goods and services out of the country 
to service the debt, they had no direct im¬ 
pact on foreign currency reserves. Hence 
they could be shown as memo items in all 
debt statistics. The report suggested 
transparency and similar treatment for 
defence debt considering (a) the actual 
payments for defence debt are shown in 
the government budget documents, (b) in¬ 
ternational institutions anyway gain access 
to these data following globalisation of 
Financial transactions, though their 
figures arc a combination of some con¬ 
jecture and some hard facts, and (c) debt 
discharge obligations and macro-econo¬ 
mic management require full knowledge 
of aggregate debt, their maturity and 
terms. Also, withfthe exception of NRI 
deposits all short-term credits up to six 
months’ maturity had to be excluded from 
even short-term debt as these transactions 
were basically trade-related 

■ Debt Estimated at $87 Bin ion 

The revised sutistics put out by the 
government show the country's external 
debt to be significantly larger than in¬ 
dicated by earlier estimates. Excluding 
defence debt and civilian rupee/rouble 
debt as also short-term debt of less than 
six months’ duration, India’s external in¬ 
debtedness has risen from US $53.9 billion 
(Rs 85,500 crore) at the end of March 1989 
to $67.58 billion (Rs 199,000 crore) at the 
end of March 1992, it; at the rate of about 
$4.5 billion a year. Quick estimates up to 
September 1992 show a fwther rise to 
$71.11 billion. As a propoition of CDP. 
the country’s foreign debt rose from 19.8 
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per cent in 1988 89 to 30 I per cent in 
1991 92 ' But. indK died above, this 
does nol imlude the mrmni 'indum items 
namely shoil icrm debt of kss than six 
months niaiiaii> iivilian loiibit dtbi and 
detenie debt from both ihe general cur 
rency aiea ((»t M and ih* luptt paymcni 
area (K PA) I he sjicli iI ariiumints adduc 
ed foi their sxlIu ion from debt sannot 
stand ihtoteiicdl or operanonal scrutiny 
I he outstandiny iinount of all coniiac 
tudl liahthiH s to I on residents to be repaid 
with 01 without interest or, as the World 
Bank has em[ihasissd, any debt repayable 
111 either foreign cuirency or goods or ser 
vices son.iiiiJies debt at any point in time. 
Debt may have different components— 
coiuessional or on noimal terms, short 
term or long term, against nvukeiable or 
non markcuble instruments—but they all 
lonstiiutc debt Fven debt denominated 
m rupees involves transfer of good* *1 
services to service it The all im ve 
estimate of India s aggregate exteri > debt 
would touch S82 billion as al Iht end of 
March If92 and nearly $87 billion as at 
iheend of Scptemhci 1992 Asperuentage 
of GDP in 1991 92, the aggregate ntter 
nal debt as at i he end of M arc h 199' was 
38 8 per cent As percentage of exports 
total debt has shot up to 312 per cent in 
1991 92 from 274 per cent four years 
earlier Inclusive of the memoiandum 
Items merttoned above, the proportion of 
aggregate debt to exports would nse to 371 
per cent lor 1991 92 (Bible I) 

Nu Mori MctiytRAiiiv iNUtBTLD 

I xternal debt statistics published by the 
government on J comparable and consis 
tent basts are available only for a relatively 
short penod, from the encl of March 1989 
(Ihble 2) Amongst the multilateral agen 
CMS, the World Bank has been pubbshing, 
based on official mums as well as creditor 
sources, fairly comprehensive external 
debt data —except for the limited coverage 
of non civilian debH Unlike the Indian 
official agenaes m the past, the World 
Bank has been including both short term 
debt and NRl deposits along with accrued 
interest on such deposits in debt oulstan 
ding and in debt service As per these 
statistics, India s cxtei nal debt as a penxn 
tage of GNP has more than doubled from 
12 6 per cent in 1981 82 to 29 2 per cent 
in 1941 92 and as percentage of exports 
of goods and services from 137 per cent 
to 294 per cent liable 1) Hiking govern 
mem of Indiaf, revised data for total debt 
foi 1991 92, the ratio of debt to GDP was 
32 6 pel cent and of debt to exports 312 
per cent The differences are explained by 
(I) use of GNP by the World Bank and 
of GDP sn the Indian official sutistics, 
(ii) inclusion of official grants as pari of 
the exports of goods and services by Ihe 


World Bank and their exclusion by the 
offitial agencies, and (iii) non inclusion 
of debt service on account of IMF credits 
bv the World Bank Another source ol 
difference lies in Ihe valuation of debt 
denominated in different currencies, 
though the txacl direction of this dif 
Icrence is dillicult to discern due to the 
varied nature of fluctuations in exchange 
rates Incidentally, as flow data are ion 
veried at period average exchange rales 
and stock data at period-end exchange 
rates, over Ihe period variations in debt 
outstanding may not equal net flows 
(disbursements less amortisation) or net 
transfers on debt (net flows minus interest 
payments) 

Be that as it may, India’s external debt 
has assumed alarming proportions The 
World Bank continues to classify India as 
a moderately indebted low-income coun 
try, but this is on the consideratioii that 
India has a large share of concessional 
debt The World Bank’s estimate of the 
present value of India’s debt (defined as 
the discounted value of future debt ser 
vice, taking as discount rates the normal 
ly accepted interest rates such as the 
OLCD export credit rales, the World 
Bank’s normal lending rates and the 
currency specific market rales) works out 
to $56 456 billion as aginsi the actual debt 
of $71 557 billion in 1991 92—a downward 
adjuSiraent of about 21 per cent This 
favourable situation is unlikely to last for 
long as the proportion of concessional 
debt in the country’s total debt has steadi 
ly declined from about 75 per cent in 
1980-81 and 60 pei cent in 1982-83 to 416 
per cent in 1991 92 (fable 3) The share 
of private cieditors, NRI deposits, and 
Wot Id Bank loans at market-i^ted rates 
of interest has risen The share of private 
creditois in total debt has gone up from 
about 10 per cent in 1981 82 to 40 per cent 
in 1991 92 Above all, in India’s case; the 
acceptable threshold level of 220 per cent 
for the present value of debt to exports 
ratio has been crossed though the present 
value of debt to GNP ratio of 80 per cent 
specified as aitical is yet to be reached 
Interestingly, in its latest World Debt 
Thbles. 1992 93. the World Bank has 
clarified that "lowering the critical values 
by 5 per cent would add [along with a few 
other countries] India to the severely in¬ 
debted group ’’ (p 129) But it is a moot 
point whnher for a large-sued economy 
such as India’s with the external sector 
having a relatively low share in GDP, the 
latter norm is at all relevant 

NtoAiivf Net Flows 

As a result of the glowing debt service 
burden, there has occurred a steady dec¬ 
line in net flows and net transfers through 
debt (Ihble 3) But for the SI 6 bilfaon 


inflow under Ihe India ueveiopmeni mnds 
in 1991 92, net transfers would have been 
negative in that year, as was close to 
happening in 1990 91 Negative net 
flows already mark external commercial 
borrowings (Table 4) and net transfers on 
account of external assistance have begun 
to taper off (Hible 5) 

A significant aspect of net flows turn¬ 
ing negative is its impact on the central 
government’s budget (Hible 6) Consider¬ 
ing that future debt service payments will 
have to be at current exchange rales, the 
implications for net receipts in the govern 
ment’s budget will be serious in the very 
near future. At the end of March 1992, the 
outstanding external public debt valued al 
the current occhange rate (Rs 1,09,608 
..tore) was three times the value of debt 
measured at histoncal exchange rates 
(Rs 36,948 crore) 

The projection of debt service payments 
(Bible 7) brings out the implications of 
growing debt service for BoP Debt ser 
vice payments are likely to be about $8 to 
9 billion in each of the next five years 
and when the India Development Bonds 
mature in 1996-97 there will be a sireablc 
additional burden Besides, a part of the 
debt incurred in 1991 92 which is not in 
eluded in the above data will also mature 
in 1995-% oi thereabout 

Comparison With ( hina 

A stnkii^ success story in managing ex 
ternal finances is that of the People’s 
Republic of China Despite a low level of 
concessional debt (ranging from 15 to 18 
per cent as against India’s over 70 per cent 
in the 1980s and over 40 per cent even 
now) and of mukilateial aid (10 to 12 per 
cent compared to over 30 per cent for In 
dia), China’s extonal debt as a proportion 
of exports has remained, remai kably low 
at 90 per cent compared to 312 per cent 
for India Also, despite such limited 
dependence on external debt. China has 
achieved an export level of $70 billion in 
1991 compared with India’s $24 billion in 
1991 92 

Nolea 

1 The goverimeni of India’s hconomic 
Survty, 1993-93 has grossly under-csitmaied 
this proportion at 27 3 per cent in 1991 92 
(p 118) The corresponding figure put out by 
Ihe RBI, apparently based on Ihe old 
method, is 317 per cent for medium and 
long term debt plus all NRI deposits or 33 1 
per cent for total debt including all short 
term drbi (see RBI. R^iorl on Currency and 
Finance, 199192, p 412) 

2 The data now idcaied by Ihe government, 
as t a b ulal e d and presented in Ihble I, are the 
most comprehensive of all Ihe available 
esiimales 
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Tablr 1: India's External Debt-- 

Summary 







Rupees C tore 




I'S % Million 





I ixl Match 


t lUl 


1 ncl M. 

.'tch 


1 nd 






Sept 





Sept 


1989 

1'190 

1991 

1992 

|9'12 

1989 

1990 

199! 

I9'r2 

1992 

1 Multilateral 

27,535 

32.886 

40,386 

68 >26 


r,56(» 

19)64 

20,900 

23.090 

2 3,899 


(T2 6) 

(32 8) 

(32 8) 

(34 3) 

( 3 3 8) 

("61 

(3. ) 

(310) 

(34 2) 

(33 6) 

(a) Concessional 

19.333 

21.7WI 

25 849 

40.990 

41 SW 

P 304 

1. ( 2 

)3 377 

14,320 

15,013 

2 Bilateral 

20,189 

23,029 

27,430 

4'.655 

46 8 r) 

I28S. 

1 3 5M 

14,19' 

I*,486 

16,004 

(a) Concessional 

17,640 

19,480 

23,117 

40 423 

39 149 

II '36 

II 510 

11 9(.3 

13 119 

13,427 

t Total of concessional |l(a) « 2(a) | 

36,973 

41,240 

48.%6 

81.413 

81 (MS 

2 3 5 4(1 

24 <8 ' 

2i 340 

27.4 39 

28.440 


(43 8) 

(41 I) 

(39 8) 

(40 9) 

(39 9) 

(43 ’) 

,31 't 

(40 0) 

(40 6) 

(400) 

4 IMF 

3,6% 

2,5-2 

5 132 

8,934 

10 830 

2 36 s 

I 4‘M 

2 62 3 

3 45) 

4,383 

S Expoit credit 

4,069 

4,16' 

4,553 

■',374 

8,685 

2 S')’ 

. 441 

■» 356 

2 375 

2 917 

6 Commercial borrowings 

12,803 

15 988 

19,727 

35,664 

36 190 

8 1 ’6 

<1 31‘ 

10 ’(W 

II '00 

12,271 


(15?) 

(159) 

(16 0) 

(17 9) 

(17 8) 

(15 ') 

(15 9) 

(16 1) 

(P 3) 

(P7) 

7 NRI and Ft (B and O) deposits 











[abovi one year maturity] 

10,109 

12 269 

14,039 

15 83 ' 

15 ‘ 36 

6 46 3 

133 

1 10 

5 WlH 

5,687 

(a) NRI deposits 

10,109 

12 26^ 

13 852 

15 185 

044 

6 '*6 3 

IM 

3 1 ' 

' 358 

' 382 

(b) FC (B and O) deposits 

0 

(1 

187 

647 

792 

0 

0 

9 

250 

305 

8 Long-term debt (1 to 7) 

78 401 

90 911 

1 II 267 i,K} /7S 1.86 981 

50 011 

5 > 149 

5' m 

61 710 

M9(il 

9 Short-term debt 

6,091 

9 4<>S 

11,683 

15,242 

15,9')l 

3 892 

5 18‘ 

him 

5 868 

6 149 

(a) NRI deposits (up to one year 











maturity) 

4,045 

5 56 

6,902 

6 494 

6 492 

2,58f 

( 

5 5-7 

2 489 

2 480 

(b) FC (B and O) deposits (up to 











one year maturity) 

0 

6 

328 

924 

4 419 

0 

0 

16' 

3" 

1,707 

(c) Others above si\ months 

2,046 

3.901 

4,453 

7 824 

5.080 

1 306 

> »5 3 

2 267 

3,072 

1962 

10 Total debt [g 4 9j 

84,492 1 00,376 1 

22 950 1.98.%72,02.9-’? 

M,905 

58 63 1 

63 3‘)6 

67.578 

71.110 

Additional Items 











II Short teimdebt of Ic's than six 











months 

1,695 

3,4"’2 

4,976 

4 38 

4 044 

1 052 

(8)4 

’ ‘33 

169 

1 562 

12 (ivihan Rouble debt 

1,418 

l,70‘ 

2,207 

3,090 

3,109 

911 

<49 *■ 

1 149 

1 194 

1 201 

13 GCA defence debt jUS $ 2,176 











million] 




5 1.34 

5 634 




2,176 

2.176 

14 Rouble defence debt [Rouble 8,899 millionj 



28 ?«8 

28,288 




10 921. 

10 926 

15 Aggregate debt [10 t«i 11] 




2 16 117 

2 tt IM7 




«2 nn 

M> 97'. 

Key Debt Ration 




1988 89 1989 9t) 19'l« 91 I'WI 92 



16 Debt as iiencntagc of tiDP at 











current market prices 











a Long tani debt 




19 8 

20 0 

21 0 

30 0 




b Total debt 




21 3 

22 1 

’3 2 

(2 6 




c Aggregate debt 







44 6 




17 Debt as percentage of expoiis* 











a Long-term debt 




25» 

229 

2 38 

28'' 




b Total debt 




274 

253 

26' 

3P 




c Aggregate debt 







3 1 




18 Debt service ratio [debt senice** as 











percentage of expcrris] 




28 3 

249 

..5 2 

26 2 

_ 




• E-xport^ of mcrthandisc and gross invisible rcteipis excluding offmal it instcis 
•* Includes acciued interest on non lesidcni deposits 
Not available 

Note Figures within brackets are percentages to total debt 
Source ( i) Oovernmenljof India’s Lconomic Survey, 1992 93 

(ii) RBI, R ports of Policy Group and Task lorcton Lxtcrnal Debt Staiist.cs of Indid (IW) and oui rstimatcs 
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iMile Z: India's Kxternal Uebt 

(Revised Classificanun) 


Rupees ( ro re__US < Millio n 




1989 

tnd Mars.h_ 

1990 1991 

1992 

bnd 

Sept 

1992 

1989 

Fnd Match_ 

1990 1991 

1992 

End 

Sept 

1992 

1 

Miillnal III 

27.535 

32,886 

40.386 

68,226 

68,548 

17.560 

19,164 

20,900 

23,090 

23.899 


\ liost Hint 111 boriossing 

26,719 

32,575 

38 429 

63.787 

63.807 

17.004 

18,399 

19,887 

21,631 

22.318 


1 >>iss iSKinal 

19.3)3 

21,760 

25,849 

40,990 

41,899 

12,304 

12,672 

13,377 

14,320 

15.013 


a ll>.s 

18,477 

21,055 

25,221 

40,017 

41,090 

11.759 

12,261 

13.052 

13,974 

14.714 


b Olhtf 

856 

705 

678 

973 

809 

545 

411 

325 

346 

299 


II Non sonsessional 

7,386 

9,815 

12,580 

22,797 

21,908 

4,700 

5,727 

6,510 

7,331 

7,305 


a IHKI) 

7,362 

9 752 

12,161 

21,134 

20,246 

4,685 

5,690 

6.293 

6,7% 

6,751 


|j utlieis 

24 

6) 

419 

1,663 

1,662 

15 

37 

217 

535 

554 


H Nsiii rosi inmcnl bsirrsiwiing 

816 

1.311 

1,957 

4 479 

4,741 

556 

765 

1,013 

1,439 

1,581 


1 1 omisannal 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C 


11 Non < iinsessional 

816 

1.311 

1,957 

4479 

4,741 

556 

765 

1,013 

1.439 

1.581 


H 1 ublii seslor 

130 

158 

303 

%2 

0 

83 

92 

157 

308 

0 


1 IIIKI) 

130 

158 

)03 

%2 

0 

83 

92 

157 

308 

0 


II Olhtrs 

0 

0 

0 

U 

0 

0 

0 

0 

0 

0 


*1 1 man lal Irisiilii'ioiis 

409 

799 

1,270 

2,811 

4,646 

2% 

465 

657 

904 

1.549 


1 li)RI> 

278 

50) 

872 

1,720 

3 272 

178 

292 

451 

553 

1.091 


11 Utiurs 

131 

2% 

398 

1.09) 

1 374 

118 

173 

206 

351 

458 


1 i'risale seslor 

277 

)54 

384 

706 

95 

177 

208 

199 

227 

32 


1 lURO 

274 

313 

330 

628 

0 

175 

184 

171 

202 

(1 


1 Othris 

3 

41 

54 

78 

95 

2 

24 

28 

25 

32 

II 

BilaKial 

20,189 

23,029 

27,430 

47,655 

46,889 

12,852 

13,585 

14,195 

15 486 

16.004 


V (lossiiiiiirni burrowing 

17.640 

19,480 

23,117 

40,42) 

39 149 

11,236 

11,510 

ll.%3 

13,119 

13,477 


1 1 nriicssional 

17,640 

19 480 

23,ir 

40,423 

39 149 

n.236 

11,510 

ll,%3 

13,119 

13,427 


II Nun SOI ccssioital 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(1 


K Nrif govcimncnl boirowing 

2,549 

3,549 

4 313 

7,232 

740 

1,616 

2,075 

2.232 

7,367 

2.577 


1 1 (insLSMUiial 

398 

441 

514 

928 

1 179 

242 

261 

266 

348 

39) 


1 i’uhli SCI lor 

40 


0 

0 

0 

26 

4 

0 

0 

a 


1 1 inariiial Insliluliiins 

)54 

431 

514 

928 

1,1/9 

714 

255 

266 

348 

)91 


I iisaie seslor 

4 

3 

0 

0 

0 

7 

2 

0 

(1 

(1 


11 No 1 soniessional 

2.15) 

) lOK 

3 799 

6,304 

6,561 

1,374 

1,814 

1.966 

2 019 

2 184 


.1 " ihli seslor 

l,■’02 

2,581 

2,957 

4,472 

4,586 

1.087 

1,507 

1,530 

I 4)2 

1 526 


h I inansial Institulions 

196 

2 71 

527 

1. 2)6 

1,391 

125 

158 

271 

)% 

461 


1 I'risals sesioi 

25) 

256 

315 

5% 

584 

162 

149 

16) 

191 

195 

III 

IMI 

3,6% 

2 5 72 

5 132 

8,934 

10,830 

2,365 

1 493 

2 62) 

) 451 

4,183 

IS 

1 xpinl II sill 

4 069 

4,167 

4,553 

7.374 

8,688 

2,597 

2,441 

2,356 

2,175 

2 91/ 


s llliSiM 'sdlt 

1.958 

I.87-' 

2 230 

3.566 

3 771 

1251 

1.0% 

I.IS4 

1 1(2 

1 755 


H Siipiilitis sredil 

( 1 xpoM iredit component ol bilateral 

1 049 

950 

933 

1,380 

1 925 

670 

555 

481 

442 

r>4l 


sieslil 

1 062 

1 )4t) 

1 390 

2,428 

2,992 

676 

790 

719 

791 

< 021 

V 

( oninieraal hoi rowing 

12.803 

15,988 

19 727 

35,664 

36,190 

8.1/6 

9,)35 

10,209 

ll,7(K) 

12.2/1 


A kommrual bank loans 

U '>ccunused borrowings (met IBi)s) 

( 1 ss in > Vs. ariliss si bsn row ings els 
with millilaitral^bilalcral guarantee 

9,815 

11,45) 

13,200 

20.933 

20.333 

6,268 

6.68'' 

6.831 

6 704 

6 76S 


2 749 

4.22‘’ 

5 840 

13,219 

13,892 

1,756 

2 468 

3,022 

4 512 

4 8(9 

VI 

t in (>M 

NKI and K (B and <)) deposits (above 

239 

3('a 

687 

1 517 

1 96' 

152 

180 

356 

484 

6S4 


m< seal maturity) 

10,109 

12269 

14 0)9 

15 837 

15 836 

6 463 

7,131 

7,107 

5,608 

5.687 


V NKI slc(H>sits 

It) 109 

12 269 

1)852 

15 185 

15 044 

6,46) 

7,131 

7 012 

5,358 

5,382 


!l 1' iH and ()> deprssils 

0 

0 

187 

647 

792 

U 

0 

95 

250 

305 

VII 

Uil il lung lenii debt (1 lo VI) 

78.401 

90 911 

1 II 267 

1.83,725 

I 86 981 

50 013 

53,149 

<; 7,390 

61,710 

64.%! 

Mil 

Shot I It nil ill bt 

A NKI dcpostis (up 10 one year 

6,091 

9,465 

II 683 

15,742 

15 991 

3 892 

5,485 

6,006 

5.868 

6,149 


n aluiits 1 

4 045 

5 562 

6 902 

6494 

6 49’ 

2 586 

3,232 

3,572 

2,489 

2,480 


(lie (B and ()) deposils 

0 

0 

178 

974 

4aI9 

0 

0 

167 

357 

1,707 


( r )ilii I > (abosi 6 moiilhs) 

2.t)46 

3 903 

4 453 

7 824 

5 080 

1 306 

2,253 

2,267 

3,022 

l.%2 

i\ 

\ 

( III s> K i<it IV 11 r V 111) 

Additioi' i Items 

(i) Shoii term debt ol lts< than (i 

84 492 1 

1,00 376 

I 22 950 

1,98,96'’ 

2 02 972 

53,905 

58,634 

63,3% 

67.578 

71,110 


nionllis 

1,695 

3.4 7 > 

4 976 

438 

4 044 

1 oa: 

2.004 

2.533 

169 

1,562 

\1 

(ii) < iviIbii Kouhit debt* 

( III ) (■( A defense debt 

(IV) Rouble deltntc deist (S HV'» imlli n 

1 Old It 1 

Aiwregale debt (I\ + X) 

1 418 
(78)) 

1 705 

(856) 

2 207 
(943) 

2 

),090 

(972) 

5 634 

28,288 

;M.4I7 

3,109 

(978) 

5,634 

28,288 

2,44047 

914 

995 

1,149 

1,194 

2,176 

10,926 

82.bl.1 

1.201 

2,176 

10,926 
Mb **:.> 


* I ig’ires witlin brai kets are million roublts 
'utunr Samf as lable I 


il‘ i 
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Ihble 9: External Debt and Debt Service* 

(As at the end of March) 


(US $ mtUton) 



1981 

1982 

1983 


198<: 

1986 

1987 

1988 

1989 

1990 

1991 

1992 






A 

: Debt Summary 





Ibtal Debt Slock 

20,611 

22,567 

27,471 

31,891 

33,857 

41,021 

48.354 

55 825 

58,467 

63,929 

69,138 

71,557 

1 Lonf-term debt 

18.709 

19,810 

22,134 

24,542 

26,545 

33,060 

40,289 

48,281 

52,122 

57,674 

61,716 

64,315 

(i) Public and publicly 













guaranteed 

18.373 

18,937 

21,105 

23,357 

25.204 

31,563 

38,901 

46.631 

50,649 

56,123 

60,228 

62,842 

fii) Pnvate 













non-guaranteed 

336 

873 

1,029 

1,18< 

1,341 

1,497 

1,388 

1,652 

1,473 

1,551 

1,488 

1.473 

2 Use of IMF credit 

977 

1,553 

3,446 

4 713 

4,456 

4,832 

4,768 

4,023 

2,573 

1,556 

2,623 

3,451 

3 Short-tam debt 

926 

1,204 

1,891 

2,636 

2,856 

3,129 

3,297 

3,519 

3,772 

4,689 

4,800 

3.791 

Memo export credits 



2,352 

1,815 

2,018 

2,452 

3,348 

3,485 

4,623 

5,014 

6.684 

6.975 

4 Net floivs on debt 

2,438 

2,281 

3,937 

3,213 

2,765 

2,548 

2,440 

3,078 

3,393 

3,818 

3,903 

3,547 

5 Net transfers on debt 

1,796 

1,549 

2,828 

l.f62 

; 1,033 

589 

104 

361 

242 

326 

8 

242 


B: Debl Scrvicfn 


11 

Pnncipal Repayments 

755 

747 

933 

1,083 

1,091 

1,310 

2,290 

1,894 

1,948 

1,982 

2,406 

3,680 


Public and publicly 
guaranteed 

664 

662 

714 

822 

786 

947 

1,810 

1,605 

1,669 

1,660 

2,088 

3,403 


(i) Official creditors 

585 

575 

600 

595 

544 

652 

844 

1,108 

973 

1,094 

1.205 

1,436 


(ii) Pnvak creditors 

80 

87 

114 

227 

242 

295 

%7 

4% 

6% 

566 

883 

1,966 


(ill) Privnc non-guaranteed 

91 

85 

219 

261 

305 

363 

480 

289 

280 

322 

318 

278 


Memo total commercial 
banks 

125 

127 

283 

415 

483 

565 

1,258 

583 

704 

638 

674 

690 

III Interest Payments 

532 

549 

788 

933 

1,025 

1,373 

1,794 

2,170 

2,631 

3.012 

3.369 

2,702 


Public and publicly 
guaranteed 

502 

512 

662 

803 

887 

1,219 

1,636 

2,023 

2.504 

2,872 

3,234 

2,585 


(i) Official creditors 

346 

344 

357 

428 

438 

550 

681 

795 

923 

1,087 

1.179 

1,265 


(II) Pnvate creditors 

156 

168 

305 

376 

449 

668 

955 

1.228 

1,581 

1,785 

2,056 

1,320 


(hi) Private non guaranteed 

30 

37 

126 

130 

138 

154 

158 

147 

127 

140 

135 

116 


Memo, total commercial 
banks 

58 

193 

199 

453 

534 

309 

410 

434 

500 

632 

678 

586 

IV Debt Services 

1,287 

1,2% 

1,721 

2,1)16 

2,116 

2,683 

4.084 

4,064 

4,579 

4.994 

5.775 

6.382 


Public and publicly 
guaranteed 

1,166 

1,174 

1.376 

1,625 

1,673 

2,166 

3,446 

3,628 

4,173 

4,532 

5,322 

5,988 


(O.Ornaai creditors 

931 

919 

956 

1,023 

982 

1,202 

1,525 

1,903 

1,896 

2,181 

2,383 

2,701 


(ii) Private creditors 

236 

255 

419 

602 

690 

964 

1,921 

1,725 

2,277 

2.351 

2.938 

3,287 


(ill) Pnvate non-guaranteed 

121 

122 

345 

391 

443 

517 

638 

437 

406 

462 

453 

394 


Memo, total commercial 
banks 

183 

320 

483 

868 

1,017 

874 

1,668 

1,017 

1,204 

1,270 

1,352 

1,2/6 

1 

Total debt as percentage of 

137 

154 

192 

208 

210 

Debt KatUHt 

264 293 

288 

281 

272 

238 

294 

2 

exports 

Total debt as percentage of 
GNP 

119 

12 6 

14 9 

16 0 

17 5 

19 1 

21 4 

220 

21 7 

23 9 

23 7 

29 2 

3 

Total debt services as 
percentage of exports 

93 

10 4 

14 3 

16 7 

18 2 

22 7 

319 

294 

303 

27 6 

28 3 

306 

t 

Concessional debt as 
pcrcentagr of total debt 

751 

685 

59 7 

53 5 

510 

48 6 

46 3 

448 

42 4 

403 

39 8 

416 

1 

Multilateral debt as 
percentage of total debt 

29 5 

32.0 

312 

307 

309 

30 2 

29 5 

297 

309 

30.8 

315 

33.5 


iounr The World Bank, World Debt Tables (for difletcnt >cars| 
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Ikble 4; Hxteraal Commercial Hommings* 




1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990^91 

1991-92 

1991 

Apr-Dee 











1992 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 






CroreJ 





1 

Authorisations 

1,700 

1,3% 

2,654 

4,314 

5,479 

3.414 

5.276 

1,559 

4.806 

2 

Gross disbursements 

1,799 

2,474 

2,252 

4.069 

4,1% 

3.050 

2,714 

1,406 

1.668 

3 

Debt service payments 

1,175 

1,565 

1,736 

2,224 

3,041 

4,006 

5,393 

2,169 

3.065 


(a) Amortisation 

565 

7% 

871 

1,103 

1,455 

2,137 

2,898 

1,112 

1.82S 


(b) Interest payments 

610 

769 

865 

1,121 

1,586 

1,869 

2,495 

1,057 

1J40 

4 

Net capital inflow (2—3a) 

1,234 

1,678 

1,381 

2,966 

2,741 

913 

-184 

294 

-157 

5 

Net capital transfers (2- 3} 

625 

909 

516 

1,845 

1,155 

956 

-2,679 

-763 

-1,397 






(US 

$ Million) 




1 

Authorisations 

1,390 

1,090 

2,050 

2,980 

3,290 

1.900 

2,130 

680 

590 

2 

Gross disbursements 

1,470 

1,940 

1,740 

2,810 

2,520 

1,700 

1,100 

610 

550 

3 

Debt service payments 

960 

1,220 

1,340 

1,540 

1,830 

2,230 

2,180 

940 

1,010 


(a) Amortisation 

460 

620 

670 

760 

870 

1,190 

1,170 

480 

600 


(b) Interest payments 

500 

600 

670 

770 

950 

1,040 

1,010 

460 

410 

4 

Net capital inflow (2- .la) 

1,010 

‘ 1,310 

1,070 

2,050 

1,650 

510 

-070 

130 

-50 

5 

Net capital transfers (2 3) 

510 

710 

400 

1,270 

690 

-530 

-1,080 

330 

-460 


• Exclude;* borrowing up to 1 year maturity. The estimates are based on data base of ECB Division of the Department of Economic 
Affairs, Ministry of Finance. Hxteinal commercial borrowing includes loans from commercial banks and Other Financial 
Institutions, bonds and FRNS, suppliers' credit, buyers' credits and credits from export credit agencies of concerned govern¬ 
ments, IFCfW), private sector borrowings from ADB, etc. This table does not include funds raised through India Develop- 
ineni Bonds in IWI-92 (S I 6,' billion) 


'lablo 5: External Assistance 




1985 86 

1986-87 

198’’-88 

1988-89 

1989-90 

1990-91 

1991-92 

1991 

1992 


1 

2 

3 

4 

5 

6 

1 

8 

9 

10 







(R'i Crore) 





1 

Authori.sations 

5,650 

6,160 

9.265 

13,070 

10,826 

8,123 

12,707 

6.724* 

3,362* 

2 

Gross disbursements 

2.936 

3,605 

5,052 

5,304 

5,802 

6,704 

11,615 

7.582 

6,077 

3 

Debt service payments 

1,367 

2.029 

2,624 

2,946 

3.686 

4,282 

6,656 

3,992 

6,079 


(a) Amortisation 

776 

1,176 

1,581 

1,646 

1,987 

2,329 

3,650 

2,151 

3,247 


(b) Intere.s! payments 

591 

853 

1,043 

1,300 

1,699 

1,953 

3,006 

1,841 

2,832 

4 

Net capital inflow (,7 3a) 

2,160 

2,429 

3,471 

3,658 

3,815 

4.375 

7,%5 

5,431 

2,830 

5 

Net capital transfers (2 3) 

1,569 

1,576 

2,428 

2,358 

2,116 

2,422 

4,959 

3,590 

-2 






(US $ Million) 




1 

Authorisations 

4.620 

4,820 

7,150 

9,030 

6,500 

4.530 

5,510 

2,920* 

1,110* 

2 

Gross disbursements 

2,400 

2.820 

3,900 

3.660 

3,480 

3,740 

4,690 

3,160 

2,000 

3 

Debt .service payments 

1.120 

1.590 

2,020 

2,030 

2,210 

2,390 

2,690 

1,660 

2,000 


(a) Amorti-sation 

630 

92(1 

1.220 

1,140 

1,190 

1,300 

1,470 

900 

1,070 


(b) interest payments 

480 

670 

800 

900 

1,020 

1,090 

1,210 

770 

930 

4 

Net capital inflow (2 3a) 

1,770 

1,900 

2,680 

2,530 

2,290 

2,440 

3.220 

2,260 

9.30 

5 

Net capital transfers (2 ~ 3) 

1,280 

1,230 

1,870 

1,630 

1,270 

1,350 

2,000 

1,500 

~ 


* For the period April-Scptembcr only. 

Vote : The data include government and non government loans and grants (including food assistance but excluding other 
commodity grant assistance). These figures do not include suppliers' credits,commercial borrowings and IMF credits other 
than Trust Fund loan. 
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Tabit‘ 6: Giiwrnmvnt ii( India's bLxtrrnal Ibrht 


(Rupees cron) 


Ybar Loans Received 
during the Ybar 

Repayments 

Interest 

Payments 

Total Debt 
Service 
!(J)+(4)I 

Net Receipts 
[(2)-(5)1 

Outstanding 
External Public 
Debt at Histo¬ 
rical Exchanae 
Rates 

Outstanding Ex¬ 
ternal Public 
Debt at Current 
Exchange Rale 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1986-87 

3.040 

1,016 

766 

1,782 

1,258 

20,299 


1987-88 

4,069 

1,176 

977 

2,153 

1,916 

23.223 


1988-89 

4,016 

1,556 

1,242 

2,798 

1,218 

25,746 


1989-90 

4,443 

1,848 

1,494 

3,342 

1,101 

28,343 


1990-91 

5,339 

2,159 

1,834 

3.993 

1,346 

31.525 


1991-92 

8,279 

2,858 

2,704 

5,562 

2,717 

36,948 

109,608 







(6.1) 

(18.0) 

1992-93 








(RE) 

9.173 

4,743 

2,916 

7,659 

1,514 

41.218 


1993-94 








(BE) 

10,549 

5,095 

3,946 

9,041 

1,508 

46,453 



Note : Figures in brackets are precentages to CDP at current prices. 

Source. Report of the Comptroller and A luJitor General of India on Union Government—CivU (for diftinent years); and Budget papers. 


Table 7: Projifled Debt Service Payments *»n the Basis of Del»t Outstanding as on March 31, 1991 

ft.'.S $ imllioni 


Actuals 


Projected 



1988-89 

1989-90 

l‘)‘H) 91 

1991-92 

1992-93 

1993-94 

1994 95 

1995 % 

1 

2 

3 

4 

.5 

6 

7 

8 

9 

External a.s.sistance 









Principal 




1,831 

2,056 

2 ,0% 

2,255 

2.356 

Interest 




1,476 

1.688 

2.009 

1,9*48 

1,964 

External commercial 









borrowing 









Principal 




1,116 

1,386 

1,624 

1,814 

1.996 

Interest 




1,050 

997 

918 

804 

676 

IMF 









Repurchases 




483* 

340 

137 

919 

907 

Charges 




225* 

175 

148 

136 

71 

NRI deposits FCNR 









Principal 




3,362 

I..592 

1,258 

626 

- 

Interest 




505 

328 

178 

59 

- 

NRI deposits NRER 









Principal 




210 

929 

322 

4(8) 

357 

Interest 




375 

354 

261 

229 

189 

Total 

6,069 

6.226 

6,816 

10,633 

9,845 

8,951 

9,240 

8,516 

Principal 

3,159 

2,944 

3,206 

7,002 

6.303 

5,437 

6,014 

5,616 

Interest 

2,910 

3,282 

3,610 

3,631 

3,542 

3,514 

3,226 

2,900 


* Actuals 

Note : Principal repayments and repurchases are projected based on repayment/ repurchase schedule. Interest payment on external 
assistance and commercial borrowings (those at fixed interest rates) arc estimated based on the interest indicated in 
loan agreements. Interest on commercial borrowings (those at floating rates). FCNR/NR(E)A deposits and charges 
payable to IMF are estimated on the basis of the latest rates. Principal repayments under NRI deposits are based on 
a quick survey of selected banks. 

Source. RBI; Reports of Policy Group and Task Force on Fi.xternal Debt StatLstics of India (1992). 
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PERSPECTIVES 


Sociological Research in India 
The .State of Crisis 

Veena Das 


The crisis in sociological research in India has to be located in 
three institutional structures—the universities, the UGC and the 
professional bodies such as the Indian Sociological Society. The 
overarching framework within which the role of each of these 
bodies may be understood, however, is provided by the practices 
of politics. 


RESEARCH in any field is sustained over 
a period of time not by the brilliance of 
a few outstanding scholars but by the pa¬ 
tient building up of competence in the 
average researchei. What Thomas Kuhn 
called ‘normal science’ provides the 
backbone of research in any subject. 
While students cannot be trained to do 
brilliant research they can and must be 
trained to do competent research. One 
cannot plan for paradigmatic shifts in a 
discipline. When these occur they are, by 
definition, unpredictable. A result of the 
imaginative flights taken by unfettered 
minds these paradigmatic shifts are to be 
celebrated but they cannot be methodical¬ 
ly replicated. What is a cause for dismay 
in the field of sociological research in 
India is not so much the lack of brilliance 
as the lack of competence. 

I base my comments on my experience 
as a teacher in the University of Delhi for 
the last 25 years when I have had the op¬ 
portunity to interview students from 
several universities and for the past few 
years to act as an expert member in selec¬ 
tion committees for the positions of lec¬ 
turers and research associates, both in 
universities and the UGC. 

The number of students registered in 
the doctoral piogrammes in sociology has 
increased phoDmenally in the last decade 
For a position of Lecturer or Research 
Associate anything up to 100 applications 
may be received of which 40 may be of 
candidates who have obuined their doc¬ 
toral degrees from any of the Central or 
Stale Universities. Another 40 may have 
an M Phil degree. It is on the basis of my 
experience of interviews with these can¬ 
didates that 1 have found the following 
characteristics among several candidates 
who possess the highest research degree 
in sociology. 

(I> In most universities students are not 


expected to read any books systematically, 
lb the question whether the candidate has 
ever read a book in the social sciences 
from cover to cover, the answer is usually 
in the negative. The level of competence 
in sociology is so poor that candidates 
with doctoral degrees have assured me 
that Malinowski conducted his fieldwork 
in India; that Max Weber's thesis on the 
Protestant ethic was based on his study 
of American society; that Calvin was the 
name of a place in Europe; that there was 
not a single ethnographic study of any 
tribe in India- and that they had tem¬ 
porarily forgaien the name of the theory 
as.sociaicd with Darwin. 

(2) The ignorance ol elementary facts is 
matched by an eloquence on generalities, 
l-or example, the same candidates who 
could speak for 15 minutes on the impor¬ 
tance of class conflict in Marxian Theory 
and the urgency of social justice for the 
downtroddea was unable to distinguish 
between use value and exchange.value or 
to tell me the meaning of the word 
Brumairc in The Eighteenth Bruntaire of 
Louis Bonaparte. 

(3) Every dissertation has a long list of 
references. However, candidates are unable 
to remember the argument of a research 
paper or a book although they have them¬ 
selves referred to it in the body of the text. 
Some candidates make a candid admis¬ 
sion that they did not feel the need to 
actually read the books and papers cited 
in the text or included in the list of 
references. Others state that they have 
forgotten what they have read. I want to 
emphasise that this ignorance or forget¬ 
fulness is with regard to books and papers 
that they have themselves quoted, not with 
regard to sociological works that I may 
consider important. 

(4) The standard format of PhD disser¬ 
tations in many universities now is for the 
candidate to prepare a questionnaire on 


such topics as “Attitude ol working 
women to marriage”, or "Prevalence of 
drug addictkxi among youth ' The ques 
tionnaire is admini.siered to 100 or 150 
respondents sdected aci-ording to the con 
veniencc of the re.searcher. Each chapjer 
is then organised aioiind the specific 
rcspon.ses received aiound a cluster oi 
questions presented in tlie foimat of 
tables. This is followed by a de.sciiption 
of these responses. The students are not 
required to Icain how to use primary or 
secondary scxirccs; they have no experi¬ 
ence of library research; they conduct 
neither inlerwive fieldwork nor well- 
designed survey lesearch. and desjnic the 
appearance of tables thev do not learn the 
elements ot statistical ica.soning. 

(5) Some o( this reseaich is nublcshed. 
Normally it is published in depart mciit.’il 
journals or magazines in which there are 
no prcKedures foi relcri mg a papci. Some 
of the research also gets published in the 
form of a book usually by small pub¬ 
lishers on the grant ot a subsidy. In some 
cases, as for instance in the case of t iG(.’ 
Research Scioilists, there i-. an tiid>viduat 
contingency giant of ilie magnitude ol 
Rs 2 lakh available to each incuinheni I 
have come across ca.scs in which a subsidy 
of about Rs 80,000 has been given to a 
publisher. In one case, I found that the 
book published on the basis of a subsidy 
consisted entirely ot inalci lals copied from 
District Gazetteers. The reason why such 
publications escape all academic scrutiny 
IS that a vicious cycle is built (btough 
availability of icsearch funds leading to 
subsidy lor publications and publications 
leading to nuxe grants for re>cMrch. Many 
publishers have now come into being, who 
suryive .solely bc-caii.sc there are bodies like 
the U(iC and vanou.s Kescarch Councils 
which provide finam lal support lot 
substandard public.iiioiis ( learly, i: is not 
my claim that all research puhlished 
through these schemes is suhsiandard but 
it is noticeable that very little ot such 
research is published in national or inter¬ 
national journals of repute and very little 
receives any critical attention in the book 
review sections of good jouinals, 

(6) One consequence ol this configuration 
of factors is that books arc published 
which are plagiarised, bringing disrepute 
to Indian universities. About a vear ago 
Anthropology Today carried a letter by 
Gustaff Houtman of the (.Iniversiiy of 
Manchester which slated that he had 
come across an astonishing volume called 
Monastic Buddhism among the Khamtis 
of Arunachal by one l> Kondinya, 


lisq 
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published by the National Publishing 
House of Dehi in 1986 "of which", lo put 
it politely, “a substaniial part seems to 
duplicate Mdford t Spito’s Buddhism 
and Sociely". The letter went on to stale, 
that, "There is no bibliography and no 
reference to Professor Spiro but a consi¬ 
derable number of paragraphs would ap¬ 
pear lo differ from Spiro’s text only in the 
most minoi particulars such as the substi¬ 
tution of ‘Khamti* for ‘Burmese’. Yet the 
author apparently has a doctorate from 
Delhi, has Worked as a post-doctoral 
RIlow for the Ministry of Home Affairs 
of Indian Ciovernmeni;’ (See Anthro- 
polo/ty Today, Vol 8, No J, June 1992.) 

Unfortunately, this is not an isolated 
case and only a systematic .survey of 
books publislied in recent years can reveal 
the extent of the malpractice This tenden¬ 
cy to plagiatisation can be diieclly traced 
to the proliferation of publishers, sub¬ 
sidies for substandard research, and the 
refusal to apply academic Judgment with 
honesty on the part ol those who recom¬ 
mend lhe.se lor subsidies. Befote I discuss 
the factors responsible for the crisis, let 
me also add that a small tuimber of 
students, located in different universities 
and research institutes continue to pro¬ 
duce professionally competent research. 
The evidence for this is available in the 
‘act that while in the W)s, reputed publis 
hers were able to find only a few scnioi 
scholars whose numographs were con¬ 
sidered woilhy of publication, now there 
arc young scholars whose monographs 
find a place in the list of books of the 
most reputed national and internaiioiiai 
publishers. Wliat the cumulative work of 
these young scholars has done is to pro¬ 
vide a plurahty of perspectives on the 
understanding of Indian sociely. Clearlv 
traditions of sound reseaicfi need lo be 
built up with care. Where certain depart¬ 
ments and institutes have nourished sound 
rc.search through their eftoris at regular 
leaching, departmental seminars and in¬ 
volvement of senior faculty with the 
building of library rcsouices, the institu¬ 
tional framework must be protected. 
Where talentei.1 young pcisons are located 
in iastitiiiions where such facilities are not 
available they must be provided the means 
to participate in the research programmes 
of such centres of advanced studies. 
However, the trend in policy-making is to 
treat all institutions equally without any 
regard to their academic record leading to 
the situation in which the profession is 
swamped with substandard research. I do 
not use the word ciisis easily to apply to 
any kind ol situation. In this case, how- 
cvei,! do believe that we are in a state of 
crisis requiring the immediate application 


of sound judgment. Bonowing an analogy 
from medicine, the patient is in a critical 
state and there is every reason to believe 
that if critical interventions are not made, 
we will face the death of social science in 
India. 

What are the factors responsible for this 
crisis? One would have to locate the crisis 
in three institutional structures—the uni¬ 
versities, the UGC and the professional 
bodies such as the Indian Sociological 
Society. The overarching framework 
within which these may be understood, 
however, is provided by the practices of 
politics. 

At the level of the universities, the pro¬ 
liferation of the subject has simply not 
been matched by the will to ensure com¬ 
petence m teaching and reseatch. In 
.several universities, textbooks such as that 
of Mclver and Page, written almost 50 
years ago. continue to he taught. These 
textbooks arc available in translations in 
several regional languages. The combina¬ 
tion of commctcial interests and academic 
apathy leads to the dismal situation in 
which students aic completely unaware of 
what has happened in the subject in the 
last 50 years. 

Second, were leaching and research is 
conducted in regional languages, students 
do not acquire proficiency even in reading 
m the finglish language. I am afraid that 
rhetorical statements about national self- 
rcspi’ct notwithstanding, neither the 
translations of competent sociological 
works in the regional languages nor 
original coniiibutions add up to a suffi¬ 
cient body of literature that may be 
available in these languages. Thus a stu¬ 
dent fails to acquiie competence in her 
subject on the basis of thb literature. I 
may add that proTicicncy in reading in the 
Piigli.sh language for graduate students is 
considered necessary in most universities 
in the world now, even in countries which 
were known foi their linguistic chauvinism 
a decade ago such as Germany, France 
and Japan. 

Third, the policies for recruitment and 
promotion ol teachers increasingly sacri- 
lice academic competence for political ex¬ 
pediency. Even in the best of cases, univer¬ 
sities find themselves caught ih a double 
bind. Due to the fact that recruitment and 
promotion of teachers is increasingly sub¬ 
jected to political ptessures, those who 
conic to be in positions of responsibility 
arc rarely men and women of towering in¬ 
tellectual stature. Unable to receive 
academic legitimacy through cither their 
teaching or research, they seek seif- 
confidence and legitimacy through either 
political patronage or through a mecha¬ 
nical routinusalion of acadenac procedures. 


'The fear of populist pressures which 
represent the other side of raechgnised 
bureaucracies has increased in the univer¬ 
sity campuses to such an extent that 
decision-makers internalise the imagined 
responses of populist, trade union bodies 
and direct thdr own actions accordingly 
Most scholars of repute either withdraw 
in the face of this combination of bureau¬ 
cratic and populist assault on their dignity, 
or they simply succumb Even vice- 
chancellors and pro-vice-chancellors 
whose own academic stature and reputa¬ 
tion for integrity are unquestioned find 
that in their efforts to tame the power of 
uascrupulous heads of institutions or 
departments they end up by discarding the 
idea of academic judgment itself. 

Fourth, the examination of PhD disser¬ 
tations is managed within a small coterie 
of scholars. There is real dearth of com¬ 
petent examiners within the country but 
a search for examiners from the interna¬ 
tional field is regarded with suspicion as 
a sign of a colonial subjugation of the 
mind. We are now in a situation when 
dissertations are appioved on the basis of 
lecipiocity tathei than the application of 
academic standards. While differences in 
academic judgment can happen and even 
the best of universities once in a while pro¬ 
duces a doctoral student whose disserta¬ 
tion does nut meet high prore.ssionat stan¬ 
dards, it is the frequency with which this 
is happening in our universities that is a 
cau.se of concern. Where dissertations are 
written in regional languages, the availa¬ 
bility of examiners is further limited. 

If the univctsiiies are to take a share of 
the blame for the falling standards for 
research, the UGC cannot escape its 
major responsibility cither. The decision¬ 
making bodies in the UGC seem to have 
completely misguided notions about the 
state of social science research in the coun¬ 
try. Among the reasons for the prolifera¬ 
tion of substandard doctoral degrees is the 
premium attached to a PhD for teaching 
posts at the level of Lecturer and Research 
Associate, regardless of the quality of 
research. The pressure to obtain a PhD on 
'(he part of the student is matched by the 
pressure on supervisors to accumulate 
credits for producing large nuinber of 
students with doctorates obtained under 
his or her supervision. Such ‘objective’ 
(read meciianical) factors as the number 
of doctoral students enhance the prestige 
df the supervisor. This has led to the 
paradoxicsil situation in wlach the efforts 
to improve the quality of teachers has led 
to a further deterioration in standards of 
teaching and research. 

The plain &ct is that no amount of in¬ 
troduction of national testing schemes will 
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solve the problem. Every objective type of 
t«»t intr^uoed at the national level, 
produces its own corresponding tutorial 
schools and kunji type texts. Unless the 
UGC squarely faces up to the fact that 
with the exception of five or six depart¬ 
ments in the country, others are simply 
not competent or equipped to provide 
facilities for advanced research and 
withdraws any accreditation from these 
departments, the problem will assume 
alarming dimensions. The need is to con¬ 
solidate resources and sec that good 
students are provided opportunities to 
study and conduct research under the 
guidance of competent scholars. Hence 
while undergraduate and postgraduate 
teaching should be strengthened across the 
country, facilities for research supervision 
must be limited to a small number of 
places with proven competence and re¬ 
asonable resources provided for these 
departments to maintain a national 
character. 

The UGC seems to work with a vision 
of a floating population of brilliant young 
scholars who are to be directly recruited 
by experts appointed by the UGC. As con¬ 
ceived, the schemes of the UGC seek to 
give support to young scholars who are 
seen as crushed by the faction-ridden 
politics of university departments. While 
it is true that many departments are rid¬ 
den with factionalism and also that not 
ail deserving young scholars get oppor¬ 
tunities for reearch, it is equally true that 
in the overall oontext of deteriorating stan¬ 
dards. thetXjC ends up by recruiting 
scholars with rather poor skills in 
research. Once money is available for a 
scheme, such as that of Research Associ- 
ateships, on Research Scientists, the UGC 
seems hesitant to discontinue it. In this, 
it receives the support of senior scholars 
who are aware that resources for social 
scientists are shrinking and who do not 
want to contribute further to this decline 

1 do not wish to suggest that the pro¬ 
blem of declining resources does not pose 
a serious threat to the survival of young 
scholars. Howver, there can be no quick 
fix solution for the kind of problems I 
have described here While it is very 
important to nourish talented young 
scholars, the search for such talent can¬ 
not be through the mechanised procedures 
evolved by the UGC and the universities. 
It may be necessary to appoint search 
committees which would sedk professional 
opinions on the sample of the research 
work of a yotmg scholar and to draw up 
a list of accredited journals to which such 
scholars are encouraged to submit tlieir 
work. All of this can be accomplished 


much better if the UGC takes a suppor¬ 
tive role towards the well recognised 
departments and charges them with the 
task of fulfilling national res|xmsibiiities 
rather than taking the indifferent or even 
advcisarial approach that it has been tak¬ 
ing VM-u-viv established universities in re¬ 
cent years. 

Finally, the professional btidies have 
done little to salvage the situation. The in¬ 
terests of the profession lie not only in 
producing greater number of jobs lor 
sociologists but in ensuring that ethical 
practices in the discipline ate maintained. 
The Indian Sociological Society should 
take upon itself the task of preparing a 
serious report on the state of sociological 
research in the country so that we can face 
the situation squarely. A discipline that 
has been nourished by such eminent 
scholars as Radhakamal Mukhei jee, (i S 
Ghurye, N K Elose, D N Marumdar and 
M N Srinivas now stands in a position 
where there may not be a next generation. 

In the general clamour of voices that 
are calling for universities to act more 
responsibly, I want to state as strongly as 
I can that this can only be done if prac¬ 
tices of politics become more responsible. 
It cuts little ice to speak of financial 
responsibility on the part of univer.si(ie'> 
when the gwernment itself sci.s rather 
high standards of ilnaiKial irresponsibility. 
New universities are announced in a game 
of political one-upmanship committing 
major lesources towards infrastructure 
while existing universities are kept on 
tenterhooks even about availability of 
salaries. Universities are urged to raise 
their own resources but the minimal 
changes in budgetary practices and 
bureaucratic control that would enable 
universities to retain these resources are 
not permitted A case in point is the in¬ 
sistence of the UGC that all extra 
resources raised by a university would be 
deducted from the overall budgetary 
allocations, despite the fact that detailed 
evidence of the impossibility of retaining 
the minimum infrastructural facilities for 
teaching and research under present 
allocations has been provided to all 
decision-making bodies. 

Once we consider the practices of 
political parties that are not transparent, 
the situation appears even more alarming. 
Every political patty aspires to control and 
use the uniicrraty as its experimenul 
ground. There is not only the effort to use 
the university as a recruiting ground for 
political parties (which may be legitimate) 
but also to recruit students who can help 
in the conduct of the night ife of political 


parties. One has to only consider thel 
phenomena! amounts of money poured 
into student.s’ and teachers^ elections to 
realise that university politics provides a 
far quicker route to social and economic 
mobility for many students than the 
laborious task of attending lectures and 
luioriaN and leading ixvsks. it would only 
be lair to add that there are several 
teachers who also find ii easier to build 
a reputation through participation in 
universiiv politics rather than their 
teaching and research. When we further 
consider the money poured into sponsored 
agitations, crowd management, and in.sti- 
gation of violence in the campuse.s, we gel 
to understand the night battles for con¬ 
trol of universities waged by (rolitical par-, 
ties all over India. 

How can universities stand up to such 
moral corruption? it seems to me that the 
first thing to realise is that the so-called 
representatives of students and teachers 
are the ones who in the name of represen¬ 
tation arc devouring those they claim to 
represent. Research can only nourish in 
an academic environment in whiih acade¬ 
mic honesty is not discounted. But 
academic honesty first requires that we 
lace up to out predicamern, to curtail the 
rhetoric of academic brilliance and restore 
a dignity to dull, honest, plodding 
research. It also requires that we recognise 
(he enormity of our responsibility in sav¬ 
ing what little is left of cril ical reHection 
in out society. 

One may question my whole argument 
that in order to .save critical rcncciion we 
need to save the tradition of professionally 
competent research despite its incapacity 
to suggest paradigm shifts. I shall con¬ 
clude with two observations on the rele¬ 
vance of such work within the accepted 
paradigms of a disapline. First, it is im¬ 
portant to build up a critical mass of em¬ 
pirical data on the society cn the basis of 
which alone does it become possible to 
pursue arguments within a rational dis¬ 
course. Second, as J stated at the begin¬ 
ning, paradigmatic shifts cannot be 
methodologically replicated. Most of us 
are intensely aware of the mediocrity of 
our own efforts. Speaking on a personal 
note, if I find it necessary to continue at 
my efforts wit h writing despite my disap¬ 
pointment with myself, it is because i am 
aware that I am simply doing a holding 
operation till someone comes along one. 
day and transforms the understanding of 
those sociologtcal problems that 1 find so 
intracubic Meanwhile i can only transmit 
certain skills to my students so that when 
that person arrives, she does not find a 
complete vacuum of thought. 
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REVIEW ARTICLE 


A-Way with Their Wor(l)d 

Rural Labourers through the Postmodern Prism 


« WHAT originally started out as a review 
: af two recently published collections 
about south Asian history and society 
[Haynes and Prakash 1991 and Prakash 
19921 offers a timely opportunity to com¬ 
ment on the impact and implications of 
what purports to be an entirely new ap¬ 
proach to the study of agrarian change, 
and the role in this of peasants and 
workers in general and unftee rural labour 
in particular.' At times during the im¬ 
mediate past it has seemed as though 
development theory about agricultural 
labour has imploded, a consequence of on 
the one hand economists [for example, 
Srinivasan 1969] who reduce it to an 
epiphenomenon of mathematics, and on 
the other non-economists who question 
the very existence/possibility of develop¬ 
ment itself.^ Into the latter category falls 
postmodernisn, which propounds some¬ 
thing akin to a form of 'cultural indi¬ 
vidualism', or the politico-ideological 
equivalent of bourgeois economic indi¬ 
vidualism, and which—when combined 
with concepts such as 'resistance' and 
'popular culture^dilutes/downgradcs/ 
dimisses unfreedom and creates a space 
for reactionary politics. In considering the 
impact/implications of postmodernism, 
therefore, this review will focus largely on 
texts by Prakash, since these provide 
agenda-setting introductions to both col- 
leaions and also constitute a sympto¬ 
matically postmodern approach to the 
agrarian issues under consideration.' 

Rose-Tinted Postmodern Prism 

Emanating from linguistic/literary 
theory and rapidly colonising the social 
sciences, postmodernism encompasses 
much of the discourse which permeates 
[among otheis) the subaltern studies pro¬ 
ject, new sodal movements, resistance 
theory and popular culture. The influence 
of its methodological and theoretical im¬ 
pact on political practice cannot be under- 
tstimat^. As elsewhere, the 1980s has 
witnessed in India a confluence between 
tcademic discourse, as projected by the 
iubaltern studies series, and the political 
practice of what are termed new social 
novttments.' The latter consist of en¬ 
vironmental movements, composed of 
iribals and forest-dwellers, peasants and 
lew farmers’ movements, and more gene- 
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rally the women’s movement, which has 
played a prominent role in both the 
ecological and the new farmers’ move¬ 
ments. It is frequently argued, both in 
academic discourse about these move¬ 
ments, and by the spokespersons of the 
latter, that what is on offer here is nothing 
other than a radical new agenda, or a 
complete break with a socialist/nationa- 
list/colonial/male past and thus the shape 
of an entirely new future. ' 

A form of radical conservatism which 
denies the fixity of meaning (or the theory 
of the floating signifier), postmodernism 
licen$e.s an anii-universalistic, indeter¬ 
minate, deceniering and thus a relativistic 
interpretation of social existence, in which 
no particular identity or political view 
is—or can ever be—privileged." From 
within a postmodern epistemology, there¬ 
fore, it is possible not merdy to deny the 
necessity and/or desirability of changing 
an existing or traditional political order 
but also to espouse/endorse fascism with 
a clear conscience.' 

In rejecting totalising/Eurocentric 
metanarratives, postmodernism also 
denies thereby the possibility of a univer¬ 
sal process of socio-economic develop¬ 
ment embodied in the notion of history- 
as-progress (regardless of whether or not 
this is actually realised). Such a view 
necessarily signals the abolition of the 
Enlightenment project, or emancipation 
as the object and attainable end of 
historical transformation, and along with 
it socialism and communism. The collec¬ 
tive is replaced by the autonomous/frag- 
menied individual subject, action is guid¬ 
ed not by class structure/formation/strug- 
gk but subaltern/elite identities and/or 
those based on ethnidty/gender/religion/ 
region, revolution is replaced by resistance, 
and in term of the desiriibl^(po»ible) 
outcome of such action socialism is 
displaced by bourgeois democracy—or 
worse 

In true postmodern fashion, Prakash 
claims that in India the concept 'agricul¬ 
tural labour’ was constituted by colonial 
discourse, the implication being that out¬ 
side the latter it had no material existence 
(1992a: 2, 3-4,9). * The main target of his 
postmodern critique is Marxism in 
general, and in particular its privileging 
of‘theeconomic’ (1992a; 2, 3, II, 12, 13. 


14, IS-16.21), dismissed 1^ him as ‘foun¬ 
dational’ (1992a: 3, 15).* Unsurprisingly, 
therefore, Prakash regards the Eurocen- 
tric/enlightenment/emanci patory econo¬ 
mically-based notion of class differentia¬ 
tion as inappicable to Indian countryside 
(I992a:2l), ^ rejects this in favour of an 
approach which emphasises the 'cultural' 
formation of labour (1992a: 3. II, 34, 
35-36). For example, the jajmani relation¬ 
ship should in his opinion be regarded as 
a form of ‘patronage’, or a specifically 
‘cultural form of power relations’ 
(1992:37). For Prakash, therefore, “the 
u.se...of indigenous categories such as 
jajman and kamin allow an empirical ac¬ 
cess to real life that categories such as 
landlords and labourers do not provide 
easily” (1992a: 38), thereby (re-)privileging 
‘indigenous’ categories over the discourse 
of political economy ('indigenous - real, 
political ecomrny = unreal), a procedure 
which he himself criticises with regard to 
colonial/naticnalist/Marxist views on the 
free/unfree labour distinction (1992a: 1, 
6). it also confirms the idealist nature of 
his approach; that is, the denial of an ob¬ 
jective reality independent of and beyond 
the immediate perception of the indivi¬ 
dual subject—no false consciousness, in 
other words [for example, see Prakash 
1992a:3]. 

Part of the difficulty here is that the 
concept ‘false’ consciousness is itself 
epistemologically impermissible within a 
postmodern framework. Since Prakash 
not merely accepts but celebrates the 
plurality of the ideological, by definition 
no form of consciousness can be cate¬ 
gorised as ‘false’. Ckiierally speaking, 
postmodernism rejects consciousness of 
class as an Eurocentric concept that in¬ 
volves an ‘outsider’ unacceptably imput¬ 
ing a politically appropriate; logically con¬ 
sistent and historically necessary set of 
universalistic beliefs to particular socio¬ 
economic agents. However, without a con¬ 
cept of consciousness that discriminates 
between notions of ‘truei’ and ‘false’ 
(which in turn entails the theorisation of 
a politics that transcends the randomness 
of non-specific/amorphous conflictive 
practices), it becomes possibk to identify 
each and every singk component of beha¬ 
viour/activity (or existence)as yet another 
form of ‘resistance’.'® 
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Prakash hat conceptually decoupled 
agrarian relations from their matoial (> 
‘foundational') base, it becomes posuble 
not merely to deny the existcnce/efficacy 
of power-cxercised-from-above class 
rule) but actually to invert this; so^ rela¬ 
tions of production thus recast become in¬ 
stead evidence of power-ecrcised-from- 
below (resisunce = popular culture 
carnival). Accordingly, for Prakash (see 
below) and Haynes and Prakash (1991: 2, 
17) the fragility of power-cxerciscd-from- 
above licenses the inference that agricul¬ 
tural workers and bonded labourers could 
have rendered it inoperable had they 
chosen to do so; that they did not is then 
taken as evidence both for its non-coer- 
dve/non-exploitative nature and for the 
claim that, where it operates, ruling class 
power is exercised with the consent of the 
labourer him/herself and not against the 
wishes of the latter. When combined with 
non<lass-$pedric concepts sudi as levcry- 
day forms of resistance’ and ‘populm 
culture’, therefore, the actions/beliefs im¬ 
puted to agricultural workers and unfree 
labour can be (re-)presented fay post¬ 
modernism as proof not just of the fiac- 
tured/tenuous or even non-existent 
character of ruling class power but also 
of a corresponding process of worker 
self-empowerment. 

Resistance through Popular 
Culture 

It is impossible to understand the 
political impact of postmodern discourse 
on issues to do with agrarian change and 
development generally without reference 
to the way in which postmodernism fuses 
with and is simultaneously reinforced by 
the concepts ‘resistance’ and ‘popular 
culture’, bmh of which structure the col¬ 
lection edited by Haynes and Prakash 
(1991). The endorsement by the latter of 
‘resistance’ and ‘popular culture' is due in 
part to the way in which such concepts 
challenge the notion of passivity by 
recognising the voice and action of those 
historical categories (women, agricultural 
labourers, tribals, peasants) usually 
perceived as mute and/or dominated 
(Haynes and Prakash 1991:13,16ff; Adas 
1991:291,292; Prakash I992a:42}. On the 
face of it, therefore, such a process can 
be viewed as politically progressive. 

Within a postmodern framework that 
links ‘resistance’ to the ideological plurali¬ 
ty of the subject, ‘popular culture’ becomes 
identified with the 'voice from below’, and 
action based on this accordingly consti- 
tues an authentic expression of the 
democratic will. Consequently, anything 
and everything associated with its 
grasstoou manifestation, now increasingly 
celebrated in that most fashionable form 


Ul irowcr-cxernsea-rium-oerow, me 'pri¬ 
mordial’ rituals (crowning/decrowning) 
associated with ‘carnivid’ (Bakhtin 
iM4:l22fB], automatically becomes the 
embodiment of democratic expression." 
The difficulty with this is that once the 
‘popular’ is accepted as an unmediatcd 
construct (or the ‘natural’ voice of the 
people), it follows that what is desirable 
becomes whatever the ‘popular’ says is so; 
in short, a procedure that fails to ask 
precisely how such views are constructed, 
by whom, and for what political ends. 

In this connection it is perhaps salutary 
to recall two interrelate points. First, 
‘popular culture’ is associate historically 
with the emergence of 19th century Euro¬ 
pean nationalist movements (Burke 19811. 
Hence the importance to the latter of 
‘reinventing’ traditional folkloric concepts 
linking an ethnically-specific homoge¬ 
neous ‘people’ to a particular territory, 
thereby establishing a politico-ideological 
claim to its own rightful place/space and 
simultaneously denying any rival claims 
to this made by a ‘foreign’ occupying 
power. And second, that in its attempt to 
undermine the exceptionalist image of 
German fascism, “the right has rethought 
its arulysis of National Socialism in part 
by borrowing, altering, and often gravely 
distorting the.conoept$, met hods and con¬ 
clusions of social history. The right’s 
discourse is filled with pleas to normalise 
the study of Nazism, to empathise with 
the little man and to recognise that many 
aspects of the Third Reich, including its 
most horrendous acts, were not unique.. .It 
was history from below which first sought 
to reconstruct non-elite groups’ percep¬ 
tions of fascism’’ (Nolan 1988:52; on this 
point, see also Habermas I989:209ff]. 

The metamorphosis of ‘popular culture’ 
from a passive to an active historical role 
is in turn linked to its being the source of 
self-empowerment mediating the ‘everyday 
forms of resistance’ associated with the 
work of Scott (1985; 1986; 1990; 1992). 
This ‘resistance’ framework has now been 
extended to include not only individual 
actions undertaken subordinates with 
the object of obstructing/denying the pro¬ 
cess of material appropriation (for exam¬ 
ple, poaching, foot-dragging, pilfering, ar¬ 
son, dissimulation, flight) but also those 
multiple forms/contexts which in his view 
similarly obstruct/deny the process of 
ideological subordination (linguistic 
disguises, ritual codes/aggtession, taverns, 
fairs, rumours, folktales, songs, gestures, 
jokes). The implication is that opposition 
to the existing social order derives from 
a hitherto undiscovered authentic grass¬ 
roots voice (= ‘popular culture’, ‘car¬ 
nival’), which can be re-presented by 
postmodernism as a depoliticised dis¬ 
course untaimed by discredited overar- 


crong mcianarraiives." Lixe me 'moral 
economy’ position of E P Thompson 
(i99l;lMf0, primacy is allocated to 
customs, traditions, culture, and practices 
as these already exist within the peasan¬ 
try and the working class, a view which 
contrasts with that of Marxists who have 
tended to emphasise the backward-look¬ 
ing, politically reactionary and historically 
transcendent role of much of what passes 
for resistance based on an already existing 
‘popular culture* (racism, nationalism, 
religion). Lenin (I961;349f0. for example, 
warned agaiiut tlic opportunistic espousal/ 
endorsement of spontaneous conflict 
‘from below’ simply because this happen¬ 
ed to be taking place, and emphasised in- 
.stead the importance of party organisa¬ 
tion structured by a specifically political 
input into the formation of what would 
eventually become a consciousness of 
class. 

The politically conservative nature of 
the ‘resistance’ framework is clear from its 
epistemological lineage, both outside and 
within texts by Scott himself, lb begin 
with, that aspect of Scott’s framework 
which is most frequently invoked and/or 
celebrated for its novelty—everyday forms 
of resistance—is not in fact new. An 
almost identical concept of non-confron¬ 
tation with the state, a form of indirect 
political action known as the ’theory of 
small deeds’, was actually pioneered by 
Russian populists during the late I9ih cen¬ 
tury (Utechin 1964]. More importantly, 
much of the theory which prengures the 
‘resistance’ framework is already present 
in an earlier text by Scott (l9M:94ff, 
Il9f0, where he endorses both the ‘limited 
good’ argument of George Foster (1965) 
and the ‘culture of poverty’ thesis advanc¬ 
ed by Oscar Lewis (l%2). 

Together with Foster and Lewis, Scott 
attributes rural impoverishment and the 
lack of economic development to cultural 
factors operating within the peasantry 
itself. Peasant societies everywhere are 
traditional and thus closed economic 
systems, governed by the politics of scar¬ 
city, or what Scott (following Foster's 
‘lirnited good’ argument) terms a ‘constant- 
pie* orientation: that is, a zero-sum situa¬ 
tion which assumes rigidly fixed or 
‘natural’ shortages. Accordingly, rural 
society remains largely outside of and im¬ 
pervious to the capitalist system, both the 
process and effects of socio-economic dif¬ 
ferentiation are contained, and traditional 
culture survives intact. Such a framework 
casts ail petty commodity producers in the 
role of a pan-historical, stereotypical non¬ 
accumulating peasant proprietor (the 
Chayanovian peasant family farm, in 
other words), the basic ‘other’ of develop¬ 
ment theory and planning strategy.'* For 
Scott, Foster and Lewis, therefore. 
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^peasants are economically backward 
largely because they want to be (choice), 
because of non-economic reasons 
' (culture), and because of reasons to be 
found within rural society itself. 

In many stays, .scott ha.s not departed 
substantially the theoretical analysis 
which structured his original ‘constani- 
pie/‘limiled good’/'cutturc of poverty’ 
. approach. Haice the myth of a stereo- 
< typically undiffercntiated/non-accumu- 
, lating, subsistence-oriented, resistance- 
' engaging peasantry which pervades his 
I current work, is prefiguied in earlier 
I views; on the one hand regarding a pre¬ 
given situation of ‘natuial’ material scar- 
I city (a view he shares with neoclassical 
economic theory), and on the other con- 
1 cerning the prcsence/role of levelling 
, mechanisms (wealth traded foi prestige) 
^ whereby actual/poicntial rich peasants are 
I made to di.sgorge their surpluses by the 
^ village poor through camivalesque redistri- 
I butive rituals (fiesta, pot!aL'h),a process 
I which can be perceived as evidence of sue- 
I cessful resistance-from-below mediated in 
i the form of popular culture.'^ 

I In one important respect. however, the 
I most recent v»rk of Scott breaks with 
I that of Foster and lewis: unlike the latter, 
[ for whom traditional culture was perceiv- 
I ed in negative terms becau.se it constituted 
I an obstacle to economic development, for 
' Scott—as for new social movements 
I theory and postmodernism—(he meaning 
> of traditional culture has now been recast 
in positive terms.” In keeping with his 
. postmodern predilection, Scott inverts the 
' argument of Foster and Lewis regarding 
the relationshgr between economic develop¬ 
ment and cubure: precisely because il is 
an obstacle to development, therefore, 
traditional’ (- popular) culture can now 
be celebrated by meaii.t of the ’resistance’ 
theory framcwoik. 

By retaining much of the Fostcr/Lcwis 
framework, yet reversing it.s negative 
theorisation of culture, Scott represents in 
an even more politically conservative form 
their central argument about the relation 
ship between culture and economic 
development. Much the same is true of 
Piakash’s (I992a.i8) essentialist argument 
that colonialism made very little impact 
on India, and that there remained under¬ 
neath a ‘real’ India largely undisturbed by 
its coming/going. This, of course, permits 
him not only to reify and celebrate an in¬ 
digenous discourse as an authentic ’other’, 
resisting economic development success¬ 
fully. but also to reclassify agrarian in¬ 
stitutions such as debt bondage as part of 
this indigenous discourse: in short, not as 
unfreedom (- an economic relation) but 
rather as part of this underlying ‘other- 
nes.s* (-- a natural occurrence). 


Ahbeit Macht Fust 

A political economy of unfree labour 
begins by focusing on the labour-power 
of the subject as private property, and 
hence as an aclual/potential commodity 
over which its owner has disposition. 
Unlike a free labourer, who is able to enter 
or withdraw from the labour market at 
will, due to the operation of ideological 
constraints or extra-economic coercion an 
unfree worker is unable personally to 
commodify his/her own labour-power. 
Like chattel slavery, therefoie, production 
relationships such as debt bondage or 
peonage, contract and indentured labour, 
all of which may entail a period-specific 
loss on the part of a debtor and/or his 
kinsfolk of the capacity to sell their 
labour-power at prevailing free market 
rates, cannot be regarded as free wage 
labour. Unlike chattel slarery, however, 
where the person of the slave is itself the 
.subject of an economic trarsaction, in (he 
case of a bonded, contract or indentured 
labourer it is the latter’s labour-power 
which is bought, sold, and controlled 
without the consent of its owner.'*’ Just 
as Scott postmodernises and thus inverts 
the meaning of culture found in the work 
of Foster and Lewis, so Prakash and other 
postmodernists invert the meaning of 
unfieedom. 

In the postmodern framework of Diussig 
(1984, 1987), for example, the debt 
peonage relation encountered in (he 
Putumayo region of Peru during the 
Upper Amazon rubber boom of the early 
1900s merges into and becomes nothing 
more than a specifically cultural maiii- 
lesiation of irreducible ‘otherness’/dif- 
fcrence; accordingly, unfreedom possesses 
only a discursive existence, linked to the 
construction by colonists of a mytholo- 
gical/fulkloric image of indigenous hor- 
rot/terror (based on savagery/rebellious- 
ncss/cannibalism), and projected by them 
onto the ttibal woikforce they recruited/ 
employed. Rather than connecting the ex 
istence of terror/unfrmiom in such a con¬ 
text to struggles over (he commodification 
of labour-power, and identifying thereby 
a specifically economic lole for terror in 
the enforcement of unfreedom which in 
turn licenses the process of capital ac¬ 
cumulation. he deprivileges/banishes 
economics and reifies ideology.” 

Unsurprisingly. laussig (1984:491. 495; 
1987;27, 69. 442-43) opts instead for the 
non-econonii c/innateness of Foucault’s 
postmodern concept of power, whereby 
(he exercise of terror becomes an irrational 
end in itself; in short, a Nietzschean view 
of terror/unfieedom as chaotic, purpose¬ 
less, and hence unchanging/unchangea¬ 
ble. The resulting analysis oscillates 
uneasily between two competing dis¬ 


courses about debt peonage in the Upper 
Amazon region: one by Roger Casement 
condemning the use of unfree labour for 
rubber production, the other by employers 
supporting its use, and (because of 
‘epistemic murk') neither of which accor¬ 
ding to Ikussig (1984:470, 494; 1987: 
27-28, 29) it is possible to categorise as 
true or false.'* Like other revisionists, 
Ihussig comes near not just to endorsing 
the ‘lazy native’ myth, but also to ques¬ 
tioning both the actuality of terror—as 
distinct from the efficacy of discourse 
about this (= uncorroborated ‘stories' 
which are believed, and thus possess a 
materiality regardless of whether or not 
they are accurate)—and ultimately the 
reasons for together with the existence of 
debt peonage itself.'’ 

The more recent postmodern (re-)imer- 
pretations of unfreedom by Prakash (l99Qa; 
1990b; 1992a; 1992b; and McCreery 1990) 
not only attempt to give voice to the mute 
indigenous subject of Taussig’s analysis, 
but in so doing push the problematic 
theorisation of unfreedom structuring his 
postmodern framework to its logical con¬ 
clusion. Since Ikussig does not address the 
issue of how unfreedom was perceived 
■from below’ by the tribal worker, for him 
the question of a negativc/positive percep¬ 
tion of such a relation by the subject of 
labour does not arise, and consequently 
remains open. In seeking to answer 
precisely this question, and attempting to 
supply this missing voicc-from-beiow, 
texts by both Prakash and McCreery il¬ 
lustrate how a postmodern and revisionist 
concept of unfreedom is compatible with 
the concept ’popular culture’ and 
‘resistance’ theory. 

Like laussig, Prakash (1990b' 197-98) 
tiiainiains thal because il lacked a discur¬ 
sive form in the piecolonial era, debt 
bondage iii iIk Indian stale of Bihar auto¬ 
mat icaliy had no lelaiional existence. As 
with hi.s rcvision/dcmateriali.sation of the 
w»)ild/(words) of agricultural labour 
generally. Iheieforc, Praka-sh also revises 
the meaning ol its unfree component; the 
materiality ol (he latter is similarly dis¬ 
missed as part of economic discourse, and 
the relation itself consequently recast in 
more benign terms. He concludes that un- 
Irecdom is the significant and invented 
other of ‘colonial discourse’, and conse¬ 
quently (hat freedom is the correspond¬ 
ingly unacceptable embodiment of totalis¬ 
ing Euroccntiic notions of human destiny. 
Accordingly, the anii-univcrsalising/ 
decenlercd postmodern analysis of 
Prakash objects to (and thus denies the 
cfficacy/exisiencc oO unfreedom for two 
symptomatic reasons (1992a;4, 16-17). 
First, because it operated with a univer¬ 
sal and enlightenment notion of slavery, 
the abolition of which was used by the 
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6ritish'io equate coloniaiism with libera¬ 
tion. And second, that in the overarching 
meianarratives of colonial and capitalist 
discourse, free labour is privileged as the 
totalising agent of universal progress. Like 
neoclassical economic theory, which 
precludes a connection between capitalism 
and unfreedom by redefining the latter as 
free Wage labour, postmodernism dis- 
mis.ses bondage as a figment of western 
discourse, thereby banishing it from in¬ 
digenous accianulation and simultaneous¬ 
ly reifying unfreedom as a cultural ‘other’. 

Against this it is possible to make a 
number of points. To begin with, not the 
least of the many difficulties which con¬ 
front the postmodern framework of 
Prakash is its refusal to countenance any 
alternative to a specifically bourgeois/in¬ 
dividualist concept of freedom, thereby 
ignoring completely the socialist approach 
in which unfreedom is negated by collec-.,,i, 
tive freedom based on class. As with 
Taussig, moreover, this symptoiriatically 
postmodern uulside-ufdisai ursoTanguage 
there-is-noihing view- is a palpably idealist 
position. And again like Taussig, Prakash 
fails accordingly to distinguish between an 
ideology of un freedom (w hich may indeed 
have been absent, although precisely what 
constitutes prool of this remains pro¬ 
blematic) and deJacto unfreedom, which 
had a material existence that predated col¬ 
onialism (regardless of whether or not it 
was identified by its subject as such). 

Similarly, the difficulties into which 
Prakash gets as a result of his rcicciion 
of a sirecifically economic concept of 
fee/unfree labour are illustrated by his in¬ 
ability to theorise the conneaion betsveen 
unfreedom and the market. Hence the 
resort to moralising when confronted by 
ihwr co-existence, as evidenced by his view 
(I992a:31) that ‘the market, it turns out, 
was nothing but a .sanitised name given 
to certain sordid events’ and his reference 
to the market as a 'euphemism' tor coei- 
cion (19923:2*)), whereas in economic 
terms the concept ‘market’ is actually an 
antithesis of coercion. His inability to 
understand why the segmentation of the 
labour market frequently occurs along 
ethnic or gender lines (I992a:3lf0 derives 
from a similar cause: since on the one 
hand it involves the demoralisation of 
workers’ .struggles try transforming/deflec- 
ling consciousness of class into (false) 
ethnic/national consciousness and con 
nict, yet on the other to probe the surface 
appearance of eihnic/national/gender 
identity is forbidden to postmodernism, 
the underlying (‘foundational’) reasons 
for segmenting the labour market is not 
a question that can be posed within such 
a framework.*' 

This problem keeps coming back to 
haunt Prakash. Notwithstanding the 
claim that hierarchical inversion in oral 


tradition was a form of‘resistance’ prac¬ 
tised by unftec labour in the southern part 
of Bihar in eastern India, therefore, he 
finally concedes that, after all, it might 
just be the case that ‘the resistance con¬ 
tained in oral traditions was not paiii- 
cularly significant; they may have made 
the buiden of bondage a htile easier to 
shoulder, moderated the impact of hicr,ii- 
chy, but did little to change the ‘real’ con 
ditioii ol the Bhuinyas... one may say that 
the ora! iiadnions deluded the Bhuinvas 
into thinking that they were reconstititiiiig 
hieraichy and labour relations when, in 
tact, they did nothing of the sort’ (Prakash 
1991:170) In other words, what is 
idealised as a toim of ‘resistance’ ina> 
amourti to no mote iban a conteMiiallv' 
historically specific lotni of false 
consciousness 

Another symptomatic lexl in this regard 
IS that by Mc'< tceiy, where the culturally- 
based ‘re.s'stance’ theory ol Scott is 
simitails deployed in order to invert the 
meaning ol unfreedom on coffee planta¬ 
tions II! Oiiatemala during the late I9ih 
cenliiiv. Despite noting that “force, the 
col fee planu-i s reasoned, was whai the 
Indian iiiuicr stood, lorce would do. and 
force was what the Indians got”, that 
“labour red uiters and .state agents m 
villages jailed workers, beat and defrauded 
them, kidnapped their wives and children, 
and burned ilieir houses", that from the 
i87()s “the stale. ..had the ability to 
deliver effeetkie and immediate violence 
to the counirjside”, and that “life on the 
run and cut off from.. .the community, 
.. .was prccaious.. .{Labour contractors 
and village authorities], pres.sed to deliver 
labour, ... increasingly took their search 
for [workers] into every comer of the 
municipality, making evasion more dif¬ 
ficult’’, McCreci y (1990:161, 164, 166,168) 
nevertheless claims that the stale was 
powerless Ri cniorcc unfreedom on the in¬ 
digenous popuiaiion.’- Foi this reason, 
he theorises the debt bondage relation in 
a positive fashion, as a mechanism that 
enabled rural workers “to force from their 
employers as much money as possible"; 
accordingly, bonded labour is subsumed 
by McCrecry (1990:167, 169, 172) under 
the rubric ol ‘culture’ which—along with 
folk tales, dances, religious ceremony and 
ritual—becomes yet another form of un- 
prohlematically successful *re$istance’ on 
the pan of indigenous communities. 

This rcvisioni.st position, in which 
unireedom is regarded by McCrecry as 
evidence of the enhanced bargaining 
power of agricultural labour (= worker 
‘sell-empr'wermem’). is itself a variant of 
the posimoder n view of Prakash—a view 
to which Scott (1976:231) also subscribes— 
w hereby untree workers syrrtioiically ‘win’ 
(carnivalesque) battles in the ideological 
domain which in econonac terms they 


either lose or do not fight, in many ways, 
the attempt by postmodernism to revise 
the meaning of unireedom constitutes a 
new variety of functionalism. The old 
fiinctionalism maintained that the survival 
of a particular institutional foim (such as 
religion) was linked to its capacity to 
satisfy basic societal needs, thereby con- 
tribiiiiiig to what was percaved as social 
stability; asciiiiques pointed out, however, 
this amoimied to a framework in which 
insiitiKiuiis were functional-for-those- 
who-rulc. By contrast, the new functiona¬ 
lism of [MistiTKKlcrn theory argues that the 
coniinueci existence ol iii.stituiional forms 
such as indenture and debt bondage is 
similarly linked to their abiliiy to meet 
basic social iiocds, but ihis time not of the 
subjects hut raiher ol the objects of rule; 
that is, iinhcedom as a relationship that 
IS perceived as being liinctional-lbr-lhose- 
who-ruled 1 his, it will he recalled, is 
precisely the claim made by l-ogcl and 
Lngerinan (1974) in what amounted to a 
defence of plamaiioii slavery in the 
aniehe'.lum American south. 

t'llNI IliSUIN 

The real impoitance of postmodernism 
lies in Its thetxelical impact on political 
practice: it forbids socialism, encourages 
boutgeois deniociacy, and allows fascism. 
Where agricultural labour is concerned, 
the consequences of such an approach are 
clear. In admitting that ‘the complexity of 
drawing such a (postmodern) portrait 
makes it difficult to measure the changing 
fortunes— or raiher the immiserisalion— 
of agriculiuial labourers in India overthe 
last two centuries’, therefore, Prakash 
(I992a;46) finally recognises the conser¬ 
vative political effect of his idealist 
framework: the impossibility of analysirig 
the material basis of exploitation, and 
thus formulating |X>iitical solutions based 
on the identity of the subjat as worker. 
Ironically, postmodernism, popular 
culture and resistance theory have all com¬ 
bined to inveri/(subveri) the famous dic¬ 
tum of Gramsci (1971:175) about the 
nature of polittcal action; instead o'f 
pessimism of the spirit and optimism of 
the will, they now license optimism of the 
spirit and pessimism of the will. 

This point applies with particular force 
to the problem of unfrec labour. Given a 
postmodern teleology, whereby freedom 
is not merely linked to the bourgeois/in 
dividual discourse of British colonialism, 
but also wrongly finds its dOsure in such 
a discourse, two things follow: first, a 
critique of freedom is incorrectly equated 
with a self-empowering critique of col¬ 
onialism and capitalism; and second, a 
defence of freedom is misleadingly con¬ 
flated with a defence of colonialism and 
capitalism. Such a framework overlooks 
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;he presenie ol an aticrnative polimal 
trajectory—aUo springing from the 
Bnlightcninent~ which regards unfrec 
turn ds d negation not ol bourgeois in 
Jividudlism but rather of the collective 
freedom of the woiking cla% in a so< lalist 
xrntekt But the lattei is ol course a future 
hat postmodernism denies and cunse 
luently its form of freedom is not one 
hat IS recognised 

Noloh 

1 The text whi h follows pursues in gicaier 
delail some issues arising oul of earlier ar 
iicics {Brass 1991 Brass and Bcrnsiein 
19921 An addilinnal consideralion here is 
lhai one of the books {Prakash 1992) is a 
coniiibuiion lo a new series ol edited key 
lexis on a particular issue, preceded in each 
case by lengthy introduction I he object ol 
ihe falter is tocriiically assess ihe state of 
the art on us ihemt, chart ihe liisiorio 
graphical shifts that have oaurred since Ihe 
ihcme emerged mhink old problem<, open 
up (iUcMions svhHh were considered cto^ 
locate ihc theme within wider hislorio 
graphical debates and pose new issues of 
ilK)uirv by which further woik may be made 
possible jPiakash 1992 viij Olhei simitar 
colleciioiis in this series include Hardiman 
(1997) Rav (1992) and Stem (1992) 

2 for a recent aiiimpi lo postmodernisc 
development iheorv see Pielerse (1992) 
Sympiomaiieally lathei than engaging with 
politics/lheory lo which il is opposed mush 
posimodein discourse simply dismisses by 
chroiiologising heme the lirqueni recourse 
lo ihe prefix post (e g. post Marxism 
post industrial ) which like post 
modernism it aril consliiuirs an allcmpi lo 
dehncalc a ilovirr ol a parlicular debate 
without havingloeontioni il lheoielicallv 
and polilically (this argument /posilton is 
ol the past ind nerd noi detain us hcie ) 
The only legiiiinaie applitalion of ihe leriii 
post IS to adiviis cunnecled with the 
delivery ol It lias 

) It must be emphasistd ih ii both iolleclioiis 
under review eoriiain iiseltil lexis the ton 
lenis/argiimeni of whuh oiuHcasion inipli 
cilly challenge ihi irsiuonisi tdilorial view 
of Prakash lor example Hales and ( ailti 
(1992) pteseni a lalhei less opiiinisiu. vei 
Sion o( uidreedom as ihis applies to ihe 
reiruilnienl ol iribals as indeniuiid iiiigrant 
laboul lor Assam niel Miiiiiiius but uii 
fonunaielv have liiile lo sas iboui iis im 
poriant role m the cipitilist le structuring 
ol ihe planidlion (on this point compile 
Behai and Mohapaira (1992)) Simileily the 
lexi by Adas (1991 )(XI 101) voices e 
wilsome cascai losoiinui oscicnihusiasiic 
endotsemrnis ol ihc tesisiaiice ihcois ol 
Scesli 

I Ihc subaltern studies projesl is prcsciiicd 
in bui by no means coiilined lo the col 
leciiesn of lexis edited bs Kanajil (niha 
(1982 89) a sirongciidorHinciu ol ihe lailei 
IS coniained m Hasnes and Prakash 
(1991 7 8) and Adas (1991 296) loi discus 
sionc from dlllcieni pcrsptcliscs ol new 
seKialinovemenis is global phenomena see 
Maiei (1985) l-uenies and frank (1989) 
Icksiein (1989) loweraker and (raig 


(1990), Lscobar and Alvarez (1992), Caiman 
(1992), and ihe conmbuiions by Melucci, 
Laclau. and Vhrgas to Pielerse (1992) 
Although f uenies and Frank (1989 184 
187 89) are correct lo observe lhal new 
social movemenis are neither new nor com 
prrhensible without reference to class com 
position they mislakenlv believe lhai in 
the third world social movemenis are 
pmlominamly popular/working class and 
Ihus overeslimair the socialist content and 
potential of such mobilisation I or a discus 
Sion ol the divergence between Marxism 
and Ihc egeKeiUric resource mobilisation 
iheoiy of lolleaise action that struciures 
much new social movemcras analysis see 
Melucci (1989 184 92) 

5 As has been argued elsewhere (Brass 
fonheomingl ihis denial by the posimodein 
discourse ol new social movements (eeo 
leminisis iribals peasants farmers 
women) ol history modeinity/sociahsm 
class on the one hand and on the other its 
reaffirmation of pcasant/elhnic/gcnder 
essenlialisms, is in ihe Indian conlexi p«' 
iicularly supporiisc of the neopopuhsi 
eommunal/naiionahsi discourse ol ihe 
BJP/VHP/RSS 

6 Unless it is lo be regarded as innate im 
mutable and ihcrctoie pan ol nature any 
cimeept of dilfeienee has and can only 
ever have ils origin m a < lass siruclure 
which first assembles and then ideologicallv 
consecrales il By confernng a natural 
lixiiy on difference post modernists who 
leily/esseniiahsc il simullaneously naluralisi 
Ihe (bourgeois) sex lo ccoiiomK order which 
consiruels this (historically spei ilic notion 
ol) difference in ihc liisl place 

7 < )n tile conneclion belween poslmodernisin 
hnguistic deconstruclion dcceniermg/ 
dcpiivileging and fascism see Kermodt 


(1991 lOi il) and Uhman (1991) 

8 il should be noted that, on ih» poim, as 
on so many others, Praliash adopts a con 

Iradiciory position Accordingly, he obser 
ves that discourse analysis does in fact “per 
mit the recognition of oenam caiegoncs and 
concepts as true or false’* (1992a I), which 
would seem lo accept ihe possibility of ob 
jective evaluation lhai he subsequenily 
denies Similarly, having dismiss^ un 
freedom as an invention of colonial dis 
course, Prakash concedes that ihe taller was 
merely invoking rules about slavery contain 
ed in the earlier discourse of the indigenous 
other (1992a 5) And despite conceding 
lhai ‘even relatively privileged gremps can 
participate in resistance", Haynes and 
Prakash (19914) immediaiety comiadict this 
by observing lhai "obviously we rule oul as 
resistance those actions of dominant groups 
lhai only further their dominaiion” 

9 Notwithstanding his coded rejection of 
Marxism in terms of an eionomistic' and 
West I uropean model (1992a 21, 13 46) 
Prakash ncverlhcless utilises a number of 
Marxist categories, such as the formal/real 
subsumption of labour nth peasant and 
proletaiians surplus appropriation and 
class (1992a 24 26 27 29 1990a 2) The 
most obvious of ihe many difficullies pos 
cd by this eclectic appioach is itic exisiencr 
ol a coniradiclion between on the one hand 
ih( way in which postmodernism accepts 
only Ihe surface appearance of idcniiias 
such as elhnicily and nalianahsm and on 
ihi olhet the Marxist ihcorisaiion ol these 
same idcniitirs as the false consciousness 
of (toundaiionat') coercive cxploiiativc 
class relationships which license ihe exiiac 
non by landholders of surplus labour or 
surplus value I torn their labourers Insofar 
as he allempis lo combine a postmodern 
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tnumwofk with Miecieil componmis of ■ 
Manuii anaiysH, therefore, Pnkash juggles 
uneasily with these mutually incompatible 
(pontivc/negative) theonsations of the untie 
relational form 

10 That Vxistenc^ is frequently confuted with 
‘restsunce’ is acknowledged by Prakash 
(1992a 43) when he notes that “reading 
dissonance m the cuhuml forms which land 
hoMen and labourers lived their social lives 
IS difficult because, as anthropological 
studies of village India amply dcmonsinile, 
transactions imbued with such institutions 
as caste hierarchy and patriarchy appear to 
have the status of unquestioned habits as 
matters of everyday routine" 

11 Unsurprisingly, Scott (1990173) identifies 
the carnival as resistance incarnate, “the 
ritual location of uninhibited speech the 
only place where undommaitd dixiourse 
prevailed, where there was no servility, false 
pretences (sic), obsequiousness, or etiquet 
tes of ciicumlocution' (original emphasis) 
In keeping with this view of carnival, Dirks 
(1991) maintains that religious festivals in 
south India were examples of powci exei 
ased from below buch a view overlooks the 
extern to which carnival not merely d<)e< not 
challenge but actually reinforces and 
justifies the existing social strut lure, and is 
therefore more accurately categorised as a 
form of social control (or power exert ised 
from above) Foi the way in which the car 
nivalesque in India has on occasion served 
to reinforce communalism, see C ashman 
(1973) and heitag (1989) 

12 More recently, Scott (1990 x) has admitted 
that his analysis “shares with posimoder 
nism the conviction that there is no stHial 
location or analytical position from which 
the truth value of a text or discourse tnav 
be judged” 

13 The description of peasant economy as 
‘non-productive', together with the view ihal 
limited good’ not only results in ‘extreme 
individualism* but is also structured by a 
perception of all resouaes available to the 
rural conunumty as fuiite ( ‘natural’), sug 
gests that loster (1962 ^2. 1967 297, 301) 
subsenbes to ( hayanovian neopopulism 
accordingly, the observation that “wealth, 
like land, is something that is inhereni in 
nature” fFbster 1967 296,298] naturalises 
and thus legitimises the inequalities which 
occur in the agrarian class structure 
Elsewhere (Brass 1991] u has been argued 
that the tieo populist concepts which struc 
ture C hayanovian theory of peasant 
economy also structure a common epistr 
mological lineage that can now be traced 
from the moral economy aigutnent and the 
‘middle peasant' thesis to the new social 
movements and subaltern studies project 

14 That Scott continues to subscrite to a 
consuni-pie approach is implied in hts more 
recent view (1990 x) that for “subordinate 
groups in these forms of domination status 
IS fixed by birth Social mobility, m pnnci 
pic, if not in praaice; is precluded" His view 
about growth inhibiting cultural levelling 
mechanisms (Scott 1990 27) is similar to 
that of foster (1967 302), who noted that 
‘scif-cometing (cultural) mechanisms' serve 
to prevent individuals or families from 
accumulating 


15 foster's negative perception of traditional 
culture IS evident from his comment 
(1965 296) Ihal “such peoples will be seen 
as consiiiuiing a drag on a nation's 
develupmeni, and wilt be cutting themselves 
oft from the opportunity to participate in 
the benefits that economic progress can 
bring" 

16 Because for Prakash (t992a 6,16, 1990u I8S) 
the postmodernised concept ol anfiredom 
IS theorised in foucauliian lerms ol a cm 
poreal relationship, whereby power lakes 
the lorm ol physuat control by a landholdn 
over the hods and ,no< the labciur p»m,i ot 
the worker il is ea') foi Ihc absence ot ac 
luai violence to be inteipreted as rvidcnvi 
of cilhei the benign nature ul bond,ige | 
the 'economy of gentleness) m even ihc 
non exist'not ol unfreedom 

17 At some poinis (aussig mainiain, ihal in 
the Uppei Amaron region a mailel loi 
labour power was absent and is i here fore 
correspondingly dismissive of ( asemcni s 
altiibulion of terloi/unfreedom lo a ssai 
cilyol w irkcrs elsewhere however heap 
peais to aiccpi not men ly the existence ol 
laboii’ shortages but also the economic ii 
rahonaliiy it destroying scarce workers and 
that ihc ohjcii of lerror svas in lad lo in 
crease rubber produciion (laussig 
1984 413 71 (88. I987 32lfl lor < asc 
iiicnl V accotini ol Puliiinaycx see Singleton 
(idles and Ciiiodias (1939 201 313) In other 
words I itor armbined with unlrredoni 
po.scsscd a iwo fold economic object lo 
iniciisily oiiipui on ihe one hand, and on 
ihc other lo warn poienlial absconders ol 
ihc consequence of flight/disobedience. As 
m Ihc case ol the tobacco piamalions in ihc 
Dutch lolonv ol Sumatra, therefore, execu 
lions and floggings of tribal workers in ih« 
Puliiinaso region look place in the labour 
piocess iiself (Brcman 1989 laussig 
1984 473 771 

18 This equisocaiiori on ihe pan of laussig is 
prefigured in ihc siriilarlv postmodern am 
biguns of dc Man (1979 293), who notes 

Il IS always possible to face up lo any ex 
periencc (to excuse any guilt), because ihe 
experience always exists simultaneously as 
(iciional discourse and as empirical event 
and II IS never possible to decide which one 
ol Ihc IWO possibilities is the right one The 
indecision makes ii possiNc to excuse the 
bleakest of crimes becausq as a fiction, ii 
CKapes from the consirainis of guilt and 
innocence' 1 he outcome of this framesvewk, 
in which language is decoupled from 
material reality, is ethical rdativism, which 
in turn naturalises horror/terror/funfree 
dom) Ihal such a position licenses com 
plicity with fascism is confirmed by the 
cases not only of de Man himself but also 
of Heideggn and Blanchoi 

19 Sec Taussig (1984 490,494, 1987 60,63 66) 
for his Slews on ihie ‘lary native' and his 
questioning of ihe actuality of terror/ 
unfreedom 

20 Oeneially speaking, wcwkforce restructuring 
by means of introducing oi reintroducing 
unftee relations corresponds lo depiolnana 
nisation (ot Ihe economic and politico 
ideological decommodiftcaiion of labour 
power), a process ci class composition/ 
recomposiiion which accompanies ihe 


snuggle bet sveen capital and labour Incisn ^ 
lexts/peiic'ds wherc/wben lunhei at ^ 
cumulaiiott Is Mocked by overproduction, 
economK crisis n.ay force capital to icstruc 
lure Its laboui piocess eiihei by replacing 
fiee workers with unfiee equivalenis or by I 
conserling ihe former into the latter The ' 
econonuc advaraage of deproIrtariamsaiwM | 
IS ihai such resirm luring enables land 
holders/planters first lo lower the cost of 
liKal wofkets hy importing unfree, more 
easily rtgulaiccl, and thus cheaper ouiside 
laivoui and then lo lower Ihe cost of (he lai 
ter 1 1 when Ihe oiiginal rxiernat/loral wage j 
dilteietiiial has been eroded In this way il ' 
•s possible eiihei lo mainiain wages ai ex ^ , 
isiing (low) levels oi even lo decrease pay | I 
and conditions ol both components of ihe 
wuikloice, ihcreby resKHiiig/enhancingpn>- 
liiabiliiv and with it the aicximulatum pro 
ltd III (Ol linked lo) ihi capiialisi labout 
PICK ess In ideological lei ins, the object <vf 
I hi dcptolelaiianisalion/decommodifica 
lion ol disiinct toinis ot lahoui |mwei 
implovtd by capital is cither lo pievenl the 
emergence ol asiiciifically pioieianan con 
cciouvness oi lo cut tail Ihe lailei where r 
already exists lliiii e the iililisation of un 
frei comiMinems lioni Ihc indusliial itvervi 
arms ol laboui not as an addition to Ihi 
existing (lice) work font but lulhcr as l 
subsiiiiiic ioi and thus «ompeiilor< 
with iht laitei has due cnn<a?quences loi 
the dcvtiopinciil ol working class polllica 
consciousness in agriculluit no less thai 
manul,icluring There arc numerous in 
stances of racist responses on Ihe pan ol 
an existing agranan worklorcc disptauxd b] 
the nationally olmcally/regionally xpecini 
labour power ol chcap/unftee migrant! 
lecruitc'd hy planters landowners or ricI 
licasaiils (itgaged in the icstriicturinguf thi 
laboui proicss Where an initially pro 
gressive piolclaiiaii class struggle show< 
signs o( bciiig/hccoinuig effective the at 
tempt hv capital to demobilise ii by mean! 
ol woiklciicc resiiuiruring may convert 
what IS an aeiualiy oi potentially tevolu 
iionars situation into a politically reac 
lionaiy combiiialion of naliemalism and 
racism 

21 Much the same can he said on his aiiempi 
to inscribe resistance' into spiiii cults in 
south Bihar (Brakash I992b| 

22 loi earliei, non revisionist accounts bv the 
same author of unfreedom in CiualenMla, 
see Mc<. retry (1983, 1986) 
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SPECIAL ARTICLES 


Famine Mortality 

CliLabeth Whitcumbt; 

The giant misery of starvation caused by the alarming incidence of famine in the later 19th century was com¬ 
pounded by the appalling conditions of migration and ovet-crowding into which the starving poor were driven, 
often literally to death, conditions exacerbated by the official measures devised for famine relief Worse, in the 
great famine years, by perhaps the cruellest of the many cruel ironies of famine history, rain which might have 
been expected to bring respite to the survivors of the drought instead intensified their suffering: epidemic malaria 
took its colossal toll. In other years drought, where it persisted, ironically limited mortality. But this savTng grace 
was denied to the wretched populations of the submontane marshland and the waterlogged distriets along the 
lower Western Jumna Canal, where irrigation, intended to solve the problem of famine, added its quota to the 
principal cause of famine mortality, malaria. 

The history of famine mortality raises many questions and the search for answers should lead to an understan¬ 
ding of famine more commensurate with its complexity. With the available groundworjc of the detailed accounts 
of the outbreaks of famine in every province of British India and the manifestations of disease and the physical 
conditions associated with them, an epidemiological history of famine in south Asia becomes not merely desirable 
but a practical proposition. 


IN respooK to the alarming incidence of 
famine in the later I9ih century and the 
escalation of its economic and social 
costs, the British government of India 
devised a systematic policy for the assess¬ 
ment and relief of famme and scarcity. 
Famine was determined by a specific 
sequence of events, insufficient, or un¬ 
timely, ratnfali led to tite failure of not one 
but a succession of harvests. Prices of 
foodstuffs rose, prompting government to 
predict that 

eventually prices will rise so high that the 
labouring classes cannot, with the wages 
they earn, buy enough food to keep suf¬ 
ficient health and strength for daily 
labour; then, unless assisted, they must 
gradually become weakened until they are 
unable to work at all and death by slow 
starvation follows; or if labour fails syn¬ 
chronously with the rise- in prices, the 
same end results but more rapidly.' 

The rise in prices was taken as the index 
of distress; and mortality, presumed to be 
the direct consequence of starvation, the 
index of a famine's .severity. 

Government's intention was that 
measures for the relief of starvation 
should be implemented on receipt of 
notification of rising prices, to prevent, or 
at least limit, mortality. Assistance to the 
distressed was not to be provided in the 
form of foodstuffs, an interference with 
private commerce warranted only “if the 
Safety of the lives of the population is in¬ 
compatible with the fre^om of trade''.- 
Instead, district officers were to prepare 
programmes of public works with a scale 
of wages such as would enable labourers 
to buy food. Camps were to be established 
to house the labourers and feeding-centres 


lor the hopelessly destitute who could not 
work. 

in the event, this policy did little to' 
mitigate distress and less to prevent mor¬ 
tality. An explanation may be found in the 
events of the famine years; not merely in 
ccono/nic and social events, for which an 
impressive literature is now available, but 
in the peculiar and dramatic sequence of 
climatic events and the clinical and 
pathological history of famine years, 
which may be reconstructed from obser¬ 
vations filed weekly by officers of the 
departments of revenue and agriculture, 
public works, and sanitation of the pro¬ 
vincial and central governments. The 
reconstruction of this famine history calls 
into question the assumptions uptm which 
government’s famine policy was ba.sed. 
Rising prices proved to be unreliable as a 
distress signal. The relation of prices to 
quantities of foodstuffs was never esta¬ 
blished; nor was the critical point deter¬ 
mined which prices must teach for govern¬ 
ment to respond with the greatest efficacy. 
Relief schemes therefore could not but 
come into operation piecemeal, wherever 
district officers could convince their 
superiors, by the pertinence of their obser¬ 
vations. of the necessity for intervention. 
Mortality, moreover, on the colossal scale 
recorded in famine years, was not simply 
the direct consequence of starvation, but 
the outcome of a far more complex set of 
conditions than official policy allowed for. 
What these conditions were and how pat¬ 
terns of mortality characteristic of famine 
years were determined by them can be 
demonstrated by the history of Madras, 
1877-78, compared with Punjab, 1896-97 
and 1900-01. No wretchedness, on such a 


scale, has ever been better documented. 
It is possible therefore to conduct an 
autopsy of famine mortality, to clarify the 
nature of the problem in its complexity; 
who died, and where; when did they die 
and how, of what cause, and why. 

I 

Madras, 1877-78 

The years of famine, 1877-78, were 
distinguished not by unrelieved drought, 
but by mqnths of drought succeeded by 
rain, tempestuous especially in coastal 
districts, from May to June, giving way to 
drought again in July to return from 
August at greater than average rate of 
precipitation (Table I and Figure I). 

By the beginning of 1877, scarcity had 
been officially declared in Madras town 
and in seven districts: Nellore, Cuddapah, 
Bellary, Kurnool, North Arcot, Coim¬ 
batore and Madura. By March-April, pro¬ 
longed drought conveited scarcity, “as 
evidenced by rocketing prices", into 
famine in South Arcot, Trichinopoly and 
Tinnevelly. Malthus’ predictions were not 
borne out. The coastal, intensively ir¬ 
rigated districts of Tanjorc, Ganjam, 
Godavary and Kistna, with populations 
of 540 per square mile and above, were 
prosperous and escaped while famine 
ravaged the up-country districts where 
population barely averaged ISO per square. 
mile.' 

Drought, scarcity, hunger and the death 
of cattle compel!^ the villagers in the 
famine districts from late 1876 to migrate 
in search of food and work. They followed 
routes long established by seasonal migra¬ 
tion; from Nellore, Chingleput and North 
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Arcoi in the direction of Madras; from 
north Nellore and Kurnooi to the Kistna 
delta; from Salem to Trichinopoly and 
Tanjore; from Coimbatore to Trichinopoly 
and Malabar. At the height of the famine, 
from April to July 1877, the migration was 
enormous, certainly lens of ihousand.s, 
probably hundreds of thousands, of 
“labouring poor". Migration from 
Madura and Tinnevelly, for example, to 
the coffee estates in Ceylon and the 
Travancore hills' more than doubled. 
Government policy encouraged migration, 
to towns where foodgrains were stockpiled 
by private trade, at the behest of official 
policy, and to the public works and relief 
camps. ^ 

The Madras famine was “the first in 
which official arrangements were made 
for the systematic inspection of the 
distressed people". In March, April. May 
and July 1877, the Sanitary Commis* 
sioner. Dr W R Cornish, toured the 
famine distiicts, making a clinical inspec¬ 
tion of labouring gangs on the public 
works and the destitute in relief centres. 
Cornish physically examined some 3,000 
persons. In March, he noted “a general 
tendency to leanness of all classes... ribs, 
collar and shoulder bones are all un¬ 
usually prominent...But many had a fair 
amount of muscular development and 
clean, glossy skins". Colonel (later Sir) 
Richard Temple, seconded from Bombay 
for famine duty in recognition of his ex¬ 
pertise in the design and implementation 
of relief schemes had toured the famine 
districts shortly before Cornish. Temple 
had been impressed by (he muscular 
physique of the labourers. Concluding 
that the scale of wages was pitched loo far 
above the bare necessity of relief. Temple 
had ordered a reduction.' Cornish, 
whose clinical eye had been caught by the 
incongruity of ‘muscular destitution’, took 
a history which showed the error of 
Temple's interpretation. Some nine-tenths 
of these labourers were “of the animal 
food eating castes...[and] had largely sub¬ 
sisted on bullocks which had died or been 
destroyed on account of famine. In 
March, April and May, in many districts, 
beef was weight for weight the cheapest 
food procurable. 

The presence of these apparently well-fed 
individuals in the labour gangs, caused 
superficial observers to draw wrong in¬ 
ferences as to the extent and severity of 
the dist^.s amongst them. T'hey ate meat 
because the famine had brought an abun 
dance of it, temporarily, to their doors, 
and the food nourished them; but the 
supply was of very precarious and un¬ 
certain duration, and the fact ought to 
have been accepted as a sign of the severity 
of the food dearth, instead of which there 
is reason to believe that the ruling authori- 


Fk^uu I: MAiMiAS»IUiNnu.i, Monthly Averaccs. 1170*74.1177, It7l 

iUinfftH (inchl 


12 



Jtn Mftr Apr Miv Jub JuI Aiip Sep Oct Nov Dec 

Month 


Souftw Annual /Uports oj the Sanitary Commissioner. Madras, tt70>79 


FiouRe 2; Madras, RsoisrEiiED MonAurv. It77. Il7g 
MONTHLY DlSTtlBUTION 


IkiiRl DMths (Tbouttoda 



Jm Feb Mtf Apr Majr Juo Jut Aug Sep Ocl Nov Dee 

Mootli 


Soufcmr Anmtaf Jt^porrs ttf the Samimy Comm*aHmer. Madms, 1177. IS74. 


fiGUKF Mamas, RtciisriKio M<)frrAi.irY. 1477, 1878 Principai. Causis 
S mallpox 4 per cent 


Fevere 30 per cent 


D and I> 9 per crni 



Frvere 48 per cent 
Chohn 21 per cent 


Other 33 per cent 


DaadDSper ceni 



SmallpoK 7 per cent 
Cholera 4 per cent 


Other 33 per cent 


1877 

loui Deaths 15,56,112 


1878 

Total Deaths ^ 7,61.309 


Sources: Annual MefWti of the Sunttaty Commissionef. Madras, 1877, 1878 


1170 


Economic and Polilicai tMeekly Juiw S, 1993 






FlCUR£4; REGISTEREDMORTAUTY, vS^T^^^^WNOPALCNUSes*. MONTHLV DlST»lB!UT\Cm 


Ibul Deuhi (Thouwn^) 



0 -I——F—-,., - , , . , . _ : 

Jan Feb Mar Apr Ma> Jun Jul Aug Sep IKi No> l)e»: 

Month 


Total IXcaihs (ThousamU) 

I2t>.r — - 

100 \ 1*1* 

M.; \ 

4U ; 

20 ! 

t.in k'h M.(i \i>t Mav Inn Jul Auk '^P 
Ktonth 



< holeta 
I) anU D 


* hrveis 

loial (Hra(h» 


SmaMpOk 


Sources Amm! Reports of the Sanitary Commissioner, Madras, \%n, 1878 


tics were at one time misled as to the real 
nature of the calamity, by glowing reports 
week after week of the physical condition 
of the labouring classes.'' 

Scarcity had already had severe effects on 
the old and voung. Once the meat supply 
was exhausted, the condition of the 
labourers deteriorated rapidly. In Bellary 
in April Cornish found some 30 per cent 
of the gangs to be in a state of emacia¬ 
tion; in July, “nearly all the people on the 
works were wasted".^ 

His inspections provided Cornish with 
a superabundance of the physical signs of 
starvation. Vl'asling. "the ino.st gcnetal 
physical attribute of the lamine stricken”, 
observed to follow a characteristic se¬ 
quence: first, the loss of body fat, mam- 
rested in the disappearance of the rounded 
contour of the bultock.s; later, the loss ol 
muscle tissue from limb* and trunk, detec¬ 
table in the abnormal protrusion of elbow 
and knee joints, in the wide spaces bet 
ween closed legs, in the prominence ol 
ribs. Anaemia, the characteristic pallor of 
mucous membranes of the eyes and 
mouth, cracking and ulceration of the 
corners of the mouth and of the tongue, 
the sign of iron deficiency; the "drawn" 
expression of women and children; the in¬ 
crease in heart-rate, ‘ the movement of the 
heart, knocking against the ribs, [visible) 
even at a distance of some yards”. S-ur\ y, 
observed in the early stages of the famine, 
since green vegetables had disappeared 
from the markets before foodgrains, and 
in March already, in North Arcot and 
Cuddapah, the heart of the famine tract, 
the normally ubiquitous lime had become 
unprocurable. The characteristic deep, 
purplish-blue discoloration and thicken¬ 
ing of the gums, ulceration, bleeding and 
loosening of the teeth were repeatedly 
found on physical examination. ‘Kaniine 
akin', “dirty- looking”, scaly, degenerate 
cpitMium; and a striking reddish pigmen¬ 
tation of the hair, now known to be in¬ 
dicative of kwashiorkor, hypoprotein- 


aemia. By July, Cornish estmiaicd that 
.some 60-70 per cent of the labouring 
population ol the famine districts weic 
suffeiing irom scurvy, anaemia and 
generalised wasting. The physical signs 
of starvation, he noted, were “signi¬ 
ficantly absent in cooks and others 
employed in camp kitchens"" 


In women and children, in addition, 
there were the signs of ai icsicd growth and 
development Children botn in the campS; 
had “the wi/ened and spidcr-iike ap^ 
pearance ol the half-staivcil”, from defec¬ 
tive nutrition m tilcm Of giils aged 12 to 
14, barely 20 per cent had i cached puber¬ 
ty Meiisirualion in young women was 


I'abu !• Maoras—C imoNoiiXiY in bviNrs, fcNO I 87 s.|g 7 g 


1876 end 

Rains failed, lo.ss of cattle 

1877 Jan 

Cirain imports t 

Prices t • t —hood scarce—Disires.s: Ki.sina to Malabar 

Beliary, Cuddapah, N Arcot. Kurnool' 7,50.000 on relief works 

Relief Works: 902, 629: Wages ( : Sirtcier control of admissions 

Apr 

(iratuiious relief' 80, 834 

Temple reports situation worsening, especially in lower classes 

May 

Relief works: 1 : Deterioration in labourers' condition 

Gratuitous relief: t t ' Special allowance for ‘reduced’ persons 

Prices I 

Jun 

Cyclonic storm: Madras, SE Coast 

Rain: Initially general then poor 

Jul 

Prices steady 

SW Monsoon failed 

Aug 

Puces t t 

Relief t t 

Rain 

Sep 

Prices reach max 

End Sep 

Rain good 

12 districts: 2,.300,000 on lelief 

Prices 1 

Oct 

Relief f 

NE Monsoon: Good 

Nov- 
1878 May 

Slorms: Tiinjoie. Tinncvelly, Madura 

NE Coast. Rain pool 

Relief ) 

Prices i Slow 

Prices f 

Jun 

Relief f 

Ram poor 

Jul-Aug 

Prices t 

Relief t 

Rain 

Oct 

Prices steady then f 

Relict 1 

Rain 

Dee 

famine 'practically over’ 

Famine rcliel officially ends 


Soufcey. Ciovonment of Madras, Review of the Madras Famine, 1876-78, Madras, 1878; Annurd 
Report of the Sanitary C ommtsstoner, Madras. 13, 1876; 14. 1877; IS. 1878; Hepon 
of ihe Revenue AdmmiMranon. Madras 1876. 1877, 1878. 
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mmy wn iricKuiar, ana in severe emana* 
or(, ceased aliogettwr. The population of 
regnani women was remarkably low. 
hese findings were confirmed in the 
ccline in birth-rate; in 1877, 23 per cent, 
1 1878, 50 per cent below the average of 
ie two previous years. Analysis of the 
reast milk of mothers in the camps 
bowed it to be no more than a thin, 
eatery secretion, deficient in solids, salts 
nd casein.'* 

Starvation was unmistakable, wide- 
wead and unmistakably severe. 

At the height of the famine, from April 
) July 1877, “the labouring poor, 
estilute of food and work, forsook their 
lllage homes to an enormous extent", 
lovernment also saw in migration the 
rospeci of relief, and actively encouraged 
. Attempts were made to open up new 
lutes from the famine districts, from 
ellary and Cuddapah, for example to the 
uckinghain Canal works on the Neliore 
MSt. Government and the migmnts were 
eceived. The drought which had driven 
lem out deprived them of food, and 
ater, on the way to the towns and camps, 
[waging killed the migrants, the necessity 
I “resort to unusual—repulsive and 
oxious—kinds of food”: the result, diar- 
wca, and death from dehydration. >Meils 
nd tanks had long dried up. Such water 
t was available was mostly contaminated: 
le risk of drinking it, diarrhoea and 
eaih from dehydration. The excessive 
eat of the famine months heightened the 
sk of dehydration. The planned migra- 
on to the Buckingham Canal served 
letely to demonstrate the cruel futility of 
le expedient. The “line of migration” 
.>lected was “out of the usual course”, 
nderstandably, since it lay “across a 
trren mountain range'’. “The experiment 
ad ultimately to be abandoned as unsuc- 
issful and full of disaster to the 
Bople".'® 

Most of the migrants were the able- 
odied poor. How many died en route will 
Ever be known. These deaths went for the 
lost part uiuegistered. Circumstantial 
ridence suggests manv thousands. Of 
lose who survived the journey, hundreds 
r thousands were to die at their destina- 
on, “victims", as Cornish put it, “of the 
rcumsiances of the food dearth (which 
rought] the people under peculiar in- 
initary conditions... Hundr^s of thou- 
inds of destitute poor crowded the relief 
orks and centres and towns where food 
to be had; all this contributed to 
isorders of digestive functions, often 
ith fatal consequences". The principal 
luse of death and disease was the 
leterioration” in the water-supply: 

The usual surface wells and tanks have 
dried up and ihe sources that are available 
are so much polluted, that even persons 


rtgUHCX w w mAa wogntwwiwuKMajiT, 
Ibul DmUu CThouiandt) 



FiCUkk 6. PUNIAB—Rainiai I., M(AN Per QiMimii. AVERAr;b 18%. 1897 


Mcm RunfRll <inch) 



SotfAYR Rrports of ih* Revenue AdmimsifOtHW, Pun/ab 1889-!9CX>, Reports 
of the SutMurv Ad’mmitrauon, Punjab. 1890-1900 


who are particular about the qudiiy of 
their water are unable to procure a whole¬ 
some supply. When the people therefore; 
arc accumulated by thousands on various 
road works and the welts were few and far 
between, it was no cause for surprise that 
sudden explosions of cholera occurred 
amongst them." 

An abundant water-supply and efficient 
‘conservancy’ were provided for in camp 
plans. Estimates of the population to be 
provided for were wretchedly inadequate. 
Camp facilities were overwhelmed from 
Ihe outset. Explosions of cholera were 


recorded early ip the faming declining by 
March, when rpigration intensified, to be 
overtaken by dther diarrhoea! diseases 
with similar 6tal outcome “Some form 
of bowel dinrder”, Cornish estimated 
from the weekly returns of camp hospi¬ 
tals, accounted for at least three-quarters 
of the mortality.'^ 

Post-mortem evidence substantiated 
Cornish's estimate. From December 1876 
to July 1877, 3,250 persons were admit¬ 
ted to the hospital of a relief camp on the 
outskirts of Madras: of these 1,117 (34 per 
cent) died. Porter, the medical officer in 
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Soii/rer Reports of the Sanitary Administration, Punjab, 1896-98. 


much less in evidence in the mortality 1 
returns: smallpox, always associated with I 
drought, was negligible; the autumnal *; 
wave of malaria returned lu iieai-normal J 
proportions. 1 

Early in the famine in 1877. medical; ) 
staff remarked oh the significant absence \ 
of the usual” amount of intermittent ; 
fever in the famine area. It remained i 
absent “as long as the drought continued”. 
As late as May, no case of “ordinary in¬ 
termittent fever" had been recorded 
throughout the famine camps and hospi- i 
tals. But after the heavy cydonic storm at : 
the end of May, "agues" characteristic of < 
malarious fever were widely reported. In ; 
September and Octobei, “the long delayed ] 
rain (ell in unusual quantities I 
and . .febrile alfcctions, always of the j 
malarious type, either intermittent or 
remittent, were exceedingly prevalent, ! 
especially m the famine districts; fever of ; 
10 to IS days’ duration, eiacerbated at 


charge, performed 459 autopsies. The 
bodies were “greatly emadaled”; 

Average Hi Average Wt (lb) 
Normal Autopsy 
Tamil men (181) 5’ 7* 110-120 54 113 

women (121) 5 2" 95-105 40-102 

The skin was dry and scaly. Most bodies 
showed oedema—swelling due to the ac¬ 
cumulation of nuid--of the feet; some, 
generalised oedema. The internal organs 
were ‘wasted’; the brain markedly atrophic 
and reduced it weight. The most signifi¬ 
cant changes were found in the gastro¬ 
intestinal tract: loss, and in many cases 
ulceration, of the mucosal lining, a gross 
reduction overall in the absorptive surface 
of the intestine. Porter identified some 
cases of cholera; most he diagnosed as 
’Terminal dysentery and diarrhoea of 
famine”. The pathological appearances he 
describes are consistent, in a modern in¬ 
terpretation, with bacillary dysentery, the 
immediate cause of death being gross 
fluid loss.'^ 

Registration, while approximate and in¬ 
accurate in detail, provides an adequate 
source for overall estimations of mortality 
by regipn, principal cause, and by 
season.*^ Mortality during the months of 
drought, from late 1876 to July 1877, the 
mortality, principally, of migration and of 
towns and camps, of diarrhoeal diseases, 
famine moruity in the strictest sense, may 
have amounted to some three-quarters of 
a million, a provisional estimate based on 
camp and municipal returns. The total 
mortality for 1877, however, was officially 
estimated at I.S million and calculated by 
Cornish to be in excess of three million. 
An exarnination of the monthly returns 
for the famine years shows not one but 
two phases (Rgure 2). ‘Phase I’, mortali¬ 
ty of the moiths of drought, to July 1877, 
was the mentality from cholera and 


bacillary dysenteries, the diarrhoeal "'ghl complicated by dysentery or 

diseases, for which the focus was the oedema, followed by recovery or more 

towns, and the famine camps. This death within a month. All classes 

was far exceeded by the mortality of of ’he population were vulnerable. In 

‘Phase ir, from August-September, Kurnool and Cbddapah, “public business 

distinct not only in the season of its nearly collapsed on account of the subor- 

predominance but also in its principal dinale classes [of officials being) .stricken 

cause, “fever" (Figures .3 and 4). '»'ilh fever". Throughout November, 

This fever,described in the field obser- December, January, temperatures high by 
vatiops of mixiical officers in 1877-78 as day and low by night “favoured the infec- 
“predominantly of the malarious type”, lion”: “thousands.of the hall-starved sur-, 
was the greatest single cause of mortality vivors of the worst period of the famine 
in Madras in ail years (Table 5). fell victims to the fever”.*' 

The morlaity curve of the famine years Neither the climatic conditions which 
differs not in seasonality, nor in principal characterised the years 1877 -78 in Madras 

cause, but in amplitude. In 1877, mortality nor the catastrophic consequences were 

ill Phase I, mainly from diarrhoeal isolated evcr»s. Cornish warned, from 

diseases, at a record level, was succeeded long experience and examination of the . 

by a huge epidemic wave of malaria. The historical record, that “malarious fevers 

following year, characterised by a more on an exaggerated scale” must always be 

equable rainfall, there were far fewer anticipated in India where long droughts 

camps and most closed by the third “were, as often, succeeded by inordinate 

quarter. Cholera and the dysenteries were and tempestuous rains"; as in Kajputana 


TAaLE2; Madras—Selected Relief Camps*. REoisrERFDMoRiAiiiY. 
Januarv-July, 1877; Principal Causes 


District 

Total 

Deaths 

Cholera 

Smallpox 

Fevers 

Bowel 

Complainis 

Other** 

Madras 

1756 

82 

44 

43 

1070 

517 

Chinglepul 

1304 

46 

18 

4 

1124 

112 

Trich’poly 

1171 

186 

67 


888 

30 

Madura I 

831 

327 

45 

242 

217 

... 

Madura 2 

1029 

26 

18 

23 

780 

182 

Cuddapah 1 

770 

25 

42 

130 

378 

195 

Cuddapah 2 

4196 

— 

5 

11 

2986 

1194 

Betlary 

239 

15 

2 

8 

126 

m 

Salem 

3890 

9 

11 

7 

2944 

919 

Coimbatore 1 

589 

20 

4 

101 

252 

212 

- 2 

975 

— 

3 

7 

785 

180 

- 3 

379 

1 

1 

4 

173 

160 

Total 

17129 

737 

260 

620 

11723 

3789 


* Camps for which mou rmum* are availabte. 

** Defective r^iMruion: no cause cenified. 

5o«/vr: A Porter. The Data$tso/lMe Madras Famine o/1877-78, Mttitia, 1889, AimendixC. 
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FKiuul: PuNUt~-RKiiCTEiieDMonAiiTV, in», li«7-piuNcmt Causes 


Smallpot 7 per ccni 
Cholcta I per ccni 


Feven fl per ceni 



/ 

fwers 47 per cem i 


Other 29 per cent 


1896 

Xoui Uenthi - 6,42,078 

SottrcfL Heporti of the Sontiary Admtnutration, Pun/ah. 1896 S 



ioinl Orcths 6.30,61? 


in the famine year, 1868; inTonk in 1869, 
when an estimated 25 per cent of the 
population had died. SO per cent of these 
from “the feser that followed the rains”; 
in the central provinces the same year, 
“the exceptional mortality” was reported 
to have begun just when the famine 
ended; the scourge of the times was 
“fever”.'* 

The a.s$ociation of drought, exces.sive 
rainfall and epidemic malaria was thus 
well known. A noxious miasma, malaria, 
exhaled by saturated soil was generally 
believed lo be the cause. Cornish sub¬ 
scribed to this opinion, and assumed that 
saturation of soil overheated by prolonged 
drought must intensify the exhalation. But 
he made a striking ob.servadon which was 
incidental to his analysis o< fever mor¬ 
tality, and irrelevant to the ruling miasma 
theory; “malarious fevers following on 
famine are just as much natural pheno¬ 
mena as the enormous development of in¬ 
sectivorous life after prolonged 
drought”.*’ Insectivorous species throve 
on the enormous proliferation of insects, 
amongst them the mosquito unleashed in 
the intense humidity when the rains broke 
the drought. Two years afto- the Madras 
famine, Laveran in Algeria identified the 
malaria parasite, planmodium spp. in 
18%. Manson predicted that malaria in 
man would prove to be transmitted by 
mosquito, in 1898, Ross established by ex¬ 
periment that malaria in man was vector- 
borne, transmitted by the bite of the 
female anopheline mosquito, and deter¬ 
mined the phases of the life-cycle of the 
parasite plasmodium in the vector 
anopheline. The vector wasthe key to the 
relation between climate and malaria, 
demonstrated by the catastrophic events 
in Madras, 1877-78. 

Those years of famine were distin¬ 
guished not by drought alone, but by 
drought and episodic, often tempestuous, 
rainfall. Drought and the scarcity of 
foodstuffs resulted in widespread starva¬ 
tion, confirmed by clinical examination, 
in migration and overcrowding in towns 
and camp.s where conditions favoured 
contagion and hundreds of thousands 


died of dysentery and diarrhoea. This was 
the classic mortality of famine, provoked 
by starvation and aggravated by the 
precisely those measures devised by 
government to relieve it. But the greatest 
mortality in the famine years came afler 
the drought had broken, from epidemic 
malaria. 

Is this pattern of climatic conditions, 
not unrelieved drought but prolonged, in¬ 
tense drought broken at its height by rain, 
and this biphasic pattern of mortality, 
seasonal and skewed heavily to the 3rd 
and 4th quarters of the year, to be found 
in other great famine years distinguished 
by colossal mortality? Evidence from 
Punjab, from two years, l8%-97 and 
1900-01, when scarcity and famine were 
officially declared, prows instructive. 

11 

Punjab 

(1) 1896-97 

The famine year, 1896, in Punjab was 
a dry year, a year in which drought was 
widespread and persistent and rainfall, 
particularly in the crucial third quarter, 
significantiy below the average for the 
decade (Thble 3 and Figure 6). 

In the course of the year, prices rocketed 
in response to the drought, and the export- 
trade in foodgrains. Government set up 
public works camps tii the worst-hit dis¬ 
tricts, Lahoic, Hissar, Gurgaon and 
Ferozepore. Migration, however, was 
report^ to be modest, and to have tailed 
off before the hottest months.'* 

Conditions in Punjab in 18% differed 
strikingly from Madras in 1877. So did the 
seasonal distribution of mortality (Figure 
7). The highest incidence is recorded ear¬ 
ly in the year, with no late peak. The 
figures for 1897, when the climate returned 
to ‘normal* diow the pattern of seasonal 
distribution characteristic of ‘normal* 
years, and similar, in the shape of the 
curve for the liter months, to the catastro¬ 
phic year in Madras, 1877. 

An examination of the efistribution of 
mortality in Punjab by principal cause is 
illuminating (Figure 8). Smallpox, the 


oisease most cnaracieruiicaiiy associatea 
with drought, reached record levels in 
1896. The 'famine diseases', of overcrowd¬ 
ing, cholera and the diarrhocal diseases, 
were relatively insignificant. 'Fever* ac¬ 
counted for the overwhelming majority of 
deaths in both 18% and 1897, as in every 
year in Punjab. The seasonal distribution 
of total mortality follows the curve for 
'fever* mortality closely (Figure 9). 
6,42,078 deaths were recorded for the 
famine year, 18%. in Punjab, 6,30,617 for 
the following year, a rate of 31.5 permille, 
shockingly high; but significantly lower 
than the average death rate Ibr the decade, 
39 per millc. 

The observations of the Sanitary Com¬ 
missioner provide an explanation. Cholera, 
he reported, had been “introduced into 
many localities but conditions favourable 
to the growth and virulence of the micro¬ 
organism were wanting in most places”.'* 
Four years earlier, epidemic cholera had 
swept through Punjab, accounting for 
nearly a third of the total mortality for 
the province in 1892, at a rate of 49.5 pet 
mille. in 18%, the contagion was 
somehow contained. Relief camps were 
fewer, confined largely to the Delhi divi- 
sion, and wound up after a few months. 
The provision of disinfectant— potassium 
permanganate—fur municipal water- 
supplies may have been effeaive. The level 
of immunity in survivors cf the recent 
epidemic was no doubt high. Diarrhocal 


Tabi.e 3: Punjab—C'HBONOK v.y oi EvENts. 
1895-1897 


1895 ian-May 

Crop f 

Wheal exports f t 

Prices t 

Jun 

Rain j 

Jul 

Rain J 

Aug 

Rain moderate—heavy 

Sep 

Rain ceased 

SE, SW: Crop failure 

1895 Dec-1896 Mar Rain i 

Crop Jt 

Prices f 

Wheat exports I 

Lahore: Relief works 

May 

Rain—slight 

Jun Jul 

Rain i 

Aug 

Rain I f 

Temperature t 

Sep 

Rain ceased 

Crop failure 

Prices f t 

Scarcity general * Famine, 
Delhi division, Gujanii 

Oa-Nov 

t Temperatures and hot 
winds 

Dec 

No rain 

1897 Jan 

Ram: Laic, unusually 
(Molonged 

Apt 

Cropt 

Prices 1 


Sources-, tleporr of the Kevntur Adminitirelkm, 
Punjab, 1895-1898; Report of the 
Sanitary Administration, Punjab, 
1895-1898. 
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Ibul Dcatlii (ThouMnds) 


IbtftI OcMhi (ThousMMte) 



Ian Fch Mai Apr May Jun Jul Aug Sep Oct Nov Do 
Month 



Month 


— Ibul DcatNl Cholera ^ ' Smallpox 

—~ Fevers — D and D 


Sources: Reports of <ie Sanitary Administration, Puitjob, I896r98 


HGUM 10 PiiNiAB—WFSiTitN Jumna Canal. Kaknal AND DEtHi 
DIVISKINS RLOIAItllLDMOKrALITf, im. It*?: PMNCIPAI CKUtUc^ 



l*% '•*’ 

loul IJtalhs ■ J.02I !>««'« ‘ 


No cholm dcaih» regutered 

urciv Hrpt/ris o/ the Samiarv Atimifiistroiton, Punjab, ltt%-98 


diseases accounted for no more than 0 . 6 fc 
deaths per nillc, for similar reasons. ^ 
Conditions, that is, drought, were 
eminently favourable to the transmission 
of smallpox. Mortality, at a rate of 2.19 
per mille, was reported in a characteristic 
seasonal distribution, maximum in May 
at the height of the drought, minimum in 
September-October. 

As in every year, so in 1896, fever was 
the largest single cause of mortality; over 
3,90,000 regiaered deaths. But the rate of 
19.1 S per mille was more or less equivalent 
to that recorded for I89S, markedly less 
than the rate in 1894—25 per mille, and 
far below the decade average, over 29 per 
mille. The figures for 18% came as no sur¬ 
prise to the Sanitary Commissioner: 

In this Province (and generally in India), 
a deficiency of rainfall and a low death- 
rate from fevers are almost invariably 
assodated—whereas heavy rainfall, follow¬ 
ed as it is by the swamping of low-lying 
places, great floods, and excessive mois¬ 
ture m the soil is almost invariably follow¬ 
ed by high fever mortality...the curve 
generally falling duiing the rain, while in 
the succeeding dry weather the cases in¬ 
crease. The rise and fall of the ground 
water, by causing variations in the amount 
of moisture present (in the soil] evidently 
plays an important part in producing or 
controlling outbreaks of paroxysmal 
fcvers...With a permanently lowered sub¬ 


soil water the ^netal health of the popula¬ 
tion living on the land remains go^.^' 

in 1896. rainfall was deficient 
throughout Punjab and the groundwater 
level low in most parts of the 20 districts 
of the plains. I n 10 districts, high ground- 
water levels persisted even in the driest 
years: three in the submontane region to 
the north, and five plains districts, much 
of them low-lying, with extensive peren¬ 
nial irrigation from high-level canals. 
Marsh and veterlogging were familial 
features in these districts. And in these 
districts, and these alone, the death rate 
in 1896 was the highest in the province, 
and fever mortality far in excess of the 
provincial average. The highest death rates 
from fever were recorded in the districts 
served by the lower reaches of the Western 
Jumna Canal In less than a decade after 
its opening in 1820, this stretch of the 
canal had become notorious for persistent 
waterlogging from seepage and obstruc¬ 
tion of natural drainage and a persistent¬ 
ly high incidence of fever. Clini^ surveys 
were carried out along it. in exhaustive 
detail, in 1846-47 and themfter at inter¬ 
vals throughout the 19th certury. Succes¬ 
sive attempts were made lo remedy the 
“unhealthiness" associated with the canal 
by realignment and surface drainage cuts. 
The canal however flowed through a 
shallow basin The natural disadvantages 


of drainage were not only not relieved, but 
compounded by the surface cuts, which 
lemM to become pools of sluggish or 
stagnant water. Droi^t and famine in the 
early 19th century had in part prompted 
the construction of the western Jumna 
Canal.^ In the drought and famine year 
of 1896, mortality in the Karnal and Delhi 

Taile 4; Punjab—Cmronouxjy of Events, 
1898-1900 


1198 May-Jun 

No rain 

Jul 

Rain, but ceased early 

Aug-Sep 

Rain 41 

Crop 44 —Wheat n- 


ports ceased 

Impending famine— 
His»r; Relief works 

Ocl-Nov 

No rain 

Dec 

Rain patchy 

1899 Jan-Feb 

No rain 

Mar 

Rain patchy 

Crop 4 . 

May 

Tempcratuirff 

Jun 

Rain f-f, 

Jul-Sep 

Rain 4 ^ 


Crop 44 

Oct-Nov 

PneesM 

Unusuuly dry 

Dec 

No rain 

1900 Jan-Peb 

Rain 44 

Crop^ 4 Whcai expons^^ 

Mar 

Apr-May 

Icmperaiure^A 
Foddw^^-Hattie 
mortality 4 ^' 

Delhi, Lahore divisions; 
Famine conditions 4 

Apr 

No sMte relief found 
necessary 

West: Rain^f 

Cropf 

May-Jun 

Jul-Scp 

Temperature A A 

Rainfall 

Oct-Nov 



Prices ^ 

Dec 

Rain; Timely, sufficieni 

190i Mar 

Prices 4 

SouKts Rtpori qf the Ittvenue Adminisiniiion, 

Puivab. 1899, 1900, 1901; Report of 
the Sanitary Adminiatmion. Puniab, 

1898, 

1899, 1900, 1901. 
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1900 

1btal Deaths 9 70 US 

Source^, Rq>o*ts oj the Samtari AdmirnMnuon Pun/ab IS99 1901 


1901 

Total Dfuihs 7 21 917 


divisions of the candl was the highest (or 
Punjab, and l^i wa' its principal cause 
(f-igure 10) 

Quinine was now ofrinatly recognised 
as an agent of prophylaxis But the pros 
pect of prophylaxis was wiecked on the 
rocks of administration An experimental 
system introduced in Delhi division, by 
which quinine was to be soU through the 
post office, had proved a failure No 
alternative scheme was prepared 

(2) 1900-01 

The famine year, 1900, was marked by 
a catastrophic coincidence of drought, 
and rain, conditions starkly reminiscent 
of the great fiimine year 1877 in Madras 
and reflected, as in Madras that year, in 
the scale, and the pattern, of mortality 
(Table 4 and Figure II) 

"The year 1900”, Dr Bamber. the 
Sanitary Commissioner reported, "will 
long be remembered as one in which the 
Province suffered sevoely from famine, 


then cholera and lastly malarial fever’ 
(Figures 12 and Mj 
Cholera stnick hardest where famine 
struck haidat in the south eastern 
districts of Ihssar and Pohtak, a con 
tinuation ol an outbreak in 1899 The 
spread of the disease couU be mapped 
with precision from the movements of 
labourers to government’s relief camps 
On Decembei 11, 1899, a tank used by 
famine relief labourers in Hissar was 
reported to be contaminated Some of the 
labourers moved on to neighbouring 
Rohtak, where the first case for the district 
was reported on December 19, in a family 
ol labourers on the relief works On April 
10, 1900, an outbreak of cholera was 
leported in a famine relief camp at Delht, 
amongst a gang of chamars "imported 
from Rohuk” The medical ofTicers of the 
sanitation department understood the 
situation perfectly and, since contamina¬ 
tion of the camps’ water-supply could not 
be prevented, knew that thqr were power 
less to change It "If the landless labourers 


resorted to rdief camps”. Dr Derbyshiie 
obsei ved, they “stood a grraier risk of dy¬ 
ing” Choleia rage i on in the south cast, 
reaching its highest incidence in July By 
Novembet, the epidemic had, characteri¬ 
stically, “lost Its virulence By December, 
It had virtually disapi>ear«d '' 

In 1900 sc ere drought was followed by 
un,easundbly heavy rainfall ‘level’ then 
tai outstiipped cholera Conditions in 
lero/cporc dMrici were typical epidemic 
nialaiia. tollowing the veiy heavy rainfall 
late in September Malaiid accounted fur 
iieaily 6,86 (XX) deaths throqghout Punjab 
in 1900 a i itc of moie than 11 per millc 
Rainlall lompoundcd persiacnt waterlog 
ging and its noxicnis elleas Moitality, 
pie eminently lever mortality, was again 
maximal in the districts served by the 
lowei It aches of the Western Jumna 
C anal had ina di y year, and catastrophic 
in 1 wti one Reviewing the mortality 
icturns the Sanitary C oniniissiontr call 
ed again lor aticniion to paid to pro 
phvlaxis Mortality in this Ijnine giat was 
the mortahis ol each and every year writ 
laige 

As levii causes moic than two thuds ot 
the molt iliiv m this proviiM anaually I 
am siruiiglv ol the opinion mat sonic 
special airange menis should he made lor 
the distiihutioii ot quinine iii all pans ot 
the piovinct 

In the Sanitary Commissioner’s budget 
foi that year expcnditaic per disliut on 
quinine supplies came to Rs 60 

ill 

Whs Malaria'' 

Malaiia leaps the haivc<< prepaicd lor 
It by the tarrune oi so it seemed to the 
distinguished malaiiologisi (hiisiophers 
Lummtnting on iht Punjab ejiiclemic of 
1908 A crucial jiait ot ihc explanation 
lies nuiin lairiine a suih hut rather in 
the jiceuliar (limalie charactei ot the 
iariiine years marked by gitaitsi loss of 
lile years not ol droiivhi atom as in 
Punjab in 1896 but of extreme drought 
and of lain as in 1900 in that province, 
and in Madras in 1877 ( hi isiophers des¬ 
cribed the characteristic palicinsof rain 
fall temjxrature and sub soil moisture 
associated with endemic and epidemic 
malaria His colleague Cull identified 
climatic laclors which were critical tn 
transmission jxroling ol fiesh rainwater, 
which provided the anophelines’ breeding' 
places, and atmospheric humidity, which 
regulated the longevity, and therefore the 
br^ing timq of the vector A level of at> 
mosphenc humidity of 63 per cent, Cill 
suggested was critical, below thi«, the 
anophelme could not breed ^ 

In ‘normal’ years, the persistence of 
high temperatures during the rams regu- 
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Figure I3: Punjab—Registered Mortality, 1900, 1901—Principal Causes: ktoNTHLY Distribution 
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Sources: Reports of the Sanitary Administration, Punjab, 1899-1901 


larly created conditions which favoured 
the proliferation of the vector, and a 'nor¬ 
mal' autumnal wave of malaria regularly 
followed. In years of drought, high 
temperatures with little or no rain drove 
atiiiosphcric humidity well below the 
critical breeding level; the incidence of 
malaria, and annual mortality fell bclow' 
'normal' levels. 1'he history of Punjab in 
the famine year of I8% demonstrates 
precisely this- mortality in the drought- 
stricken distiicts of the plains below the 
average fur the decade, while mortality in 
the perennially waterlogged and “pestilen¬ 
tial" districts oi the Western Jumna Canal, 
by conirasi, was far in excess of provin¬ 
cial rates. In the famine years of greatest 
mortality, the association of prodigious¬ 
ly high tempaatures with ‘unseasonable’ 
rain greatly imrcased the level ot atmos¬ 
pheric humidity and prolonged it, creating 
the optimal conditions for a massive pro¬ 
liferation of vectors and an uncommon in¬ 
crease in their longevity, signalled by that 
"extraordinary development of insec¬ 
tivorous life” which Cornish had observed 
in Madras “whenever unsea.sonabiy heavy 
rain followed drought". 

Proliferation of anophelincs on such a 
scale favoured an increase in infcciivity 
sufficient to destabili.se the precarious 
equilibrium between infection and im 
munity which obtained in areas where 
malaria was endemic in 'normal' years. 
The infen.se and prolonged drought so 
characteristic of these famine years may 
also have played its part in destabilisation. 
In ‘normal’ years, anophelines feed on 
cattle, in addition to human, blood in a 
ratio of perhaps 3:l blood-meals. It has 
been observed that outbreaks of cattle 
plagues, of rinderpest for example, with 
its huge cattle mortality, were followed not 
infrequently tv an epidemic of malaria.^ 
Deprived of cattle, anophelines fed in¬ 
creasingly on humans, thus increasing the 
rale of transmission of the parasite. In tne 
months cf drought in famine years, dattle 
died in far greater numbers than from 


plagues. The vector population, swollen 
by the enhanced rate of proliferation in¬ 
duced by the heightened humidity when 
rain followed the drought, fed almost ex¬ 
clusively on humans. Cattle mortality in 
all probability contributed significantly to 
human morbidity and mortality in these 
catastrophic years. 

These factors alone may have been suf¬ 
ficient to overwhelm host defences. The 
relation of infectivity to the nutritional 
status of the host is even today obscure, 
in the months of drought and worsening 
scarcity, the incontrovertible physical signs 
of starvation were repeatedly observed. 
Drought and starvation drove the labour¬ 
ing poor into the insanitary conditions 
which took so great at a toll in the famine. 
Here, in the first of the two great phases 
of famine mortality, 'it was not the heat 
of the sun which scorches, but the sand 
which IS heated by the sun”. The risk was 
recognised. Kipling’s heroic “William the 
Conqueror” organised the distribution of 
his foodgrainsin the famine, very possibly 
the Madras himine I877-78, by carts 
amongst the villages precisely to minimise 
the risk of contagion associated with 
famine camps.'' In the camps, rife first 
with cholera and then other diarrhoeal 
diseases, no case of fever—malarious 
fever, the greatest killer in the famine years 
as in all years, had been reported as late 
as July, in Madras, I877 and 1878, and 
in Punjab in 1900-01, but not in 1896-97, 
a huge rise in mortality came with the 
huge increase in the incidence of malaria, 
from late August through September, Oc¬ 
tober, November, December. Malaria took 
its toil on all dasses of the population. It 
is conceivable that the starving poor were 
less susceptible to malaria than the well- 
fed, as the Woodhead commission was to 
suggest in reviewing the evidence of the 
Bengal famine of 1943. Such observations 
are consistent with Murray’s recent hypo¬ 
thesis, from field studies in Africa, that 
“refeeding” may enhance susceptibility to 
malaria.’^. The traditional practice of 


treating malaria by tunkemmn. starvation, 
or, more properly, abstinence, as surgeon 
Sturmer, for example, observed in Nellore 
in 1877" may well be pertinent. How 
precisely the Ea-sting, or starving, stale may 
protect the host remains to be determin¬ 
ed. It is conceivable that anaemia, an in¬ 
evitable concomitant of famine, could 
play a specific pan, perhaps by denying 
the parasite its required nutrient in its 
pas.sage in the red blood cell. 

The pictuie which emerges from this 
brief sketch is frightful. The giant misery 
of starvation was compounded 1^ the ap¬ 
palling conditions of migration and over¬ 
crowding into which the starving poor 
were driven, often literally to death, 
conditions exacerbated by the official 
measures devised for famine relief. Worse, 
in the great famine years, by perhaps the 
cruellest of the many cruel ironies of 
famine history, ram which might have 
been expected to bring respite to the sur¬ 
vivors of the drought instead intensified 
their suffering epidemic malaria took its 
colossal toll. In other years drought, 
where it persated, ironically limited mor¬ 
tality. Bui thissaving grace was denied to 
the wretched populations of the submon¬ 
tane marshland and the waterlogged dis¬ 
tricts along the lower Western Jumna 
Canal, where irrigation, intended to solve 
the problem of famine, added its quota 
to the principal cause of famine mortali¬ 
ty, malaria. 

The history of famine mortality raises 
many questions. The search for answers 
should lead loan understanding of famine 
more commensurate with its complexity. 
The obscrvatbns set out briefly here are 
not unique. Outbreaks of famine in every 
province of British India were docu- 
memed, and while few observers may have 
possessed the acumen of Cornish and his 
pathologist Porter, all reported in detail 
the manifestations of disease and the 
physical conditions associated with them. 
The overriding importance of malaria in 
famine years is well described, notably in 
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the extensive review of famine 
demography by Dyson. With such 
groundwork, an epidemiological history 
of famine in south Asia becomes not 
n>ereiy desirable but a practical 
proposition. 

One cannot but marvel at India’s in¬ 
structiveness: so terrible a history, but one 
which can be known better than any other 
by reason of the incomparable wealth of 
its documentation. No one appreciated 
better the richness of India’s record than 
Daniel Thorner, nor better understood 
how to use the lessons of its past to 
illuminate the present. His explorations, 
with Alice, of modern India are inform¬ 
ed at every turn by history, every obser¬ 
vation sharpened comparison with the 
written record. Their work is honoured in 
the way they best deserve, in the inspira¬ 
tion given to others to continue it, many 
with the help of this great scientific in¬ 
stitution, the Indian Statistical Institute; 
many with the active encouragement of 
Daniel and Alice. Our debt to Alice is 
beyond measure, for her generosity in 
keeping this great friendship with India 
so wonderfuly alive. 

Notes 

[This paper is a revised version of the fourth 
Daniel Thorner Memorial Lecture given at the 
Indian Statistical institute; Calcutta, in January 
1991. My roost grateful thanks are due to Lola 
Nathaniel, who compiled the tables and figures; 
to the Weltcome U'ust, for the research grant 
which made it possible to draw on Lola 
Nathaniei's expenise; to David AriKild. for pro¬ 
viding an introduction to the famine literature 
of Madras; to David Bradley, for an introduc¬ 
tion to the epidemiology of malaria; to Harold 
Lambert, ftxr athrice as to the interpreution of 
medical observations; to Tim Dyson, for 
assistance with demographic records.) 
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Nehru Memorial Museum and 
Library 

Nehru Memorial Museum and Library offers Eellowships under the 
following projccis;- 

1. Modern Indian History and Contemporary Studies 

Senior Fellowships in the range Rs 4 S()0-73(K) arc open to scholars of 
disiinaion wht) have made a significant contribution to knowledge and 
have experience of guiding research Fellowships in the range 
Rs..3700-6700 are also open to scholars of pnrven ability, with appropriate 
publications and experience of guiding research. In addition, allowances 
will be admissible as per rules and a contingency grant of Rs.7600/- per 
annum for Senior Fellowships/Feliowships is available. Scholars applying 
for Fellowships may work on the nationalist movement, or on Modem 
Indian History, or on diverse facets of contemporary Indian Society. The 
Fellowships will be for three ynus, renewable for antHher two years. The 
Ftrllowships are open to scholars working in the social sciences. 

2. ChangMig Rrlattons Between and Within Supra-National 
Regional Economies In the Wiorld Polity 

Senior Fellowships in the range Rs.4500-7300 plus allowances as per 
rules, and contingency grant of Rs.75()0/- per annum, arc offered to 
.schoiats of distinction for undertaking research on relations between and 
withm supra-national regional cctMiomies in the world polity. Fellowships 
are for two years, renewable for another year. 

The Nehru Memorial Museum and Library reserves the right of publica¬ 
tion of research papers and monographs prepared by Fellows during the 
tenure of their Fellowships. The Fellovw will be based in Delhi. The Selec¬ 
tion tommitire wtnild have the right to recommend award of Fellowships 
to scholars who may not have applied. 

Those who wish to be considered for the above Fellowships should 
send a note, not exceeding 1,000 words, on the project proposed to be 
undertaken alongwlih the following information to the Director, Nehru 
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ra BARCLAYS BANK PLC 

Ui INDIAN BRANCH 

(lacotponted in the United Kingdom with Limited Liability^ 


BALANCE SHEET AS AT 31ST MARCH. 1993 


3Iit March, 31M March, 
1993 


Scheduk Rs inOOCTs 


CAPITAL AND LIABIUTIES 

Capiul I 

Reserves and Surplus 2 

Deposits 3 

Borrowings 4 

Othei liabilities and 
provisions S 

TOTAL 

ASSETS 

Cash and balances with 
Reserve Bank of India 6 

Balances with Banks and 

money at call and 

short notice 7 

Investments 8 

Advances 9 

Fixed Assets 10 

Other Assets II 

TOTAl 

Contingent Liabilities 12 

Bills for C ollection 


1S0.000 150,000 

K094 10,046 

512.163 294,023 

701,083 201,534 


1,474,464 723.381 


109,550 9,429 


24,067 

157,528 

1,008,429 

23,724 

151.1M 

1,474,464 


251,856 

98,525 

251,805 

23,540 

90,226 

725,381 


3,997,212 3,097,640 

298,105 21,941 


Notes on Accounts 17 

The schedules referred to herein form an integral pan ol the 
Balance Sheet 

This u the Balance Sheet referred to in oui report of even date 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH. 1993 




Ybu 
cndcxl 
31ft March, 

ifear 

ended 

31st March. 



1993 

1992 


Schedule 

Rs-inOOirt 

Rs mOOO^s 

II 1N<X>ME 

Interest earned 

13 

289,663 

212323 

Otho- income 

14 

23,962 

12,809 

TOTAL 


313,625 

225,132 

III EXPiSHDITURE 

Interest expended 

15 

205,370 

163J)I3 

Operating expenses 

16 

27,792 

20329 

Piovuions A contingencies 

36,413 

23,445 

TQTAI 


289,577 

• 

206.987 

nil PROFIT/liOSS 

Net profit/lloss) 
for the year 


24,048 

18,145 

Profit/(loss) b/f 


6,417 

(8,099) 

TOTAL 


30,465 

10,046 

1V| APPROPRIATIONS 

Tkamfer to sututory 
reserves 


4^10 

3,629 

Balance earned over 
to Balance Sheet 


25,655 

6,417 



30,465 

10,046 


Notes on Accounts 17 

The schedules referred to herein form an mtegral part of the 
Profit and Loss Account 

This IS the Pront and Loss Account referred to in our repon 
ol even date. 


Sharp A Human 
Chartered Accountants 
By the hand of 


For Barclays Bank PLC. Indian Branch 


Sd/ 

M P Narsang 
Partnei 

Bombay 

Dated llth June, 1993 


Sd/ Sd/- SdA 

Naloil Madhavji Peter Douds Stephen Barnes 

Finanaal Controller Manager-Operations Chief Manager, India 
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^BARCLAYS BANK PLC 

■■ INDIAN BRANCH 

(ln€ur|>oralt‘fi in thr United Kingdom with Limited Liabilityi 


SCHEDULES FORMING MRT OF THE BALANCE SHEET AS ON 3IST MARCH, 1993 



SdMMhde l-Cjqdtal 

Start-up Capital as 
preKribad RBI 
(Of this Rs. 7.000.000 is 
depotitad with the 
Reserve Bank of India 
under Section 11(2) of 
the Banking Regulation 
Act. I9«.) 

TOfTAL 


Se h edi d e S-Reoerves and 
Sniphia 

I) Statutory Reserves 
Opening Balance 
A^itions during 
the year 


II) Balance in Profit 
and Loss Account 

TOTAL 


Sdiedule S-Deposits 

A.I) Demand Deposits 

i) From banks 

ii) From others 

II) Savings Bank 
Deposits 

III) Ibrm Deposits 

i) From banks 

ii) From others 

TOTAL 


3ltt March, 
1993 

Rs. in 000's 

3Ist March, 
1992 

Ra in 000's 

150,000 

150,000 

130,000 

150,000 

8.439 

3,629 

23,655 

6,417 


41,172 

4,755 

6,996 

1,566 

463,997 

287,702 

512,165 

294,023 



31st Match, Jlst March, 


Rs. in(«n. 


Schedule f-Boirowings 

I) Borrowings in India 
i) Reserve Bank 


of India 

113,200 

1.534 

ii) Othei banks 

513,383 

200.000 

iii) Other insti- 



lutions and 



agencies 

72,500 


TOTAL 

701.083 

201,334 


Secured borrowings 
induded above-Nil 


Schedule S-Olher 
Uabilitiea and 
Proviaioiis 

I) Bills Payable 

II) Interest Accrued 

III) Others (including 

provisions) 

TOTAL 


Schedule h-Cash and 
Balancer with 
Reserve Bank of India 

I) Cash in hand 
(including foreign 
currency notes) 

Ii) Balances with 
Resove Bank 
of India 

i) In Current Account 
TOTAL 


8,679 6,224 

6US2 35,388 

7,091 27,966 

77.122 69,778 


133 137 


109,417 9,292 

109,550 9,429 
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raBARCLAYS BANK PLC 

R® INDIAN BRANCH 

|incorp«>rjU>(i in ihr I niti‘(l kingdom with Liniitfcl Liahilit>l 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3ISTMARCH, 1993 



Schniuir 7-i)alaac»Hi %vith 
Bank* and Monry at 
Call and Shan Nolire 

I) In India 

I) Balances with 
banks 

a) In Current 
Account 

II) Money at call 
and short notice 
a) With banks 

TOTAl 

SHifdule t-InvrRtmrnl* 

I) Investments in India in 
i) Government securities 
li) Other approved 
sccuriues 

WrAL 


3ltt Maich.|3lst March, 
1992 

Rs inOOtrs 


24,067 11,856 

240,000 
24,067 251,856 


137.528 

20,000 

157.528 



Schedule 10-Fixed Acsel* 
I) Premises 


II) Other Fixed Assets 
(including furniture 
and Tixiures) 

Ai cost at the beginning 
of the year 

Additions during the yeai 
Deductions during 
the year 

Depreciation lo date 


TOTAl 


3lit Maich,|3lst March, 


R*. in 000’s 


At cost at the beginning 



of the year 

15,111 

- 

Additions during 



the year 

1,708 

15,111 

Depreciation to date 

(548) 

(219) 


16X1 i 

14,892 



(2,967) 


8,648 


23X0 


Schedule 9-AdvaBces 

A) i) Bills purchased 

and discounted 

II) C ash credits, 
overdrafts and 
loans repayable 
on demand 

III) lerm loans 
TOTAl 

B) i) Secured by 

tangible assets 

ii) Covered by 
Bank/ 
Governmeni 
Guarantees 

III) Unsesured 
TOTAl 

C) I Advances in India 

i) Prionty Sectors 

ii) Olhas 


TOTAl 


Schedule 11-Other Asset* 
I) Intel office balances 


242,911 219,330 


244,025 32,475 

521,493 

1,008,429 251,805 


275,766 61,489 


5,704 

732,663 184,612 

1,008,429 251,805 


45,000 

963,429 251,805 


1,008,429 I 251.805 


* (foreign branches) 

67,219 

25,632 

II) Interest accrued 

19,580 

4,062 

III) Tax paid in advance/ 
lax deducted at source 

j 

1.583 

1,196 

IVj Others 

62,784 

59436 

TUTAl 

151.166 

90426 


Schedule 12-(a>ntiiigent 

Liabilities 

I) I lability on account 
of outstanding 
forward Achange 
contracts 

il) Guarantees given on 
behalf of constituents 
a) In Inda 

III) Acceptances, 
endorsements and 
other obligations 

IV) Liability on account 
of bills of exchange 
rediscounted 


TOTAl 


1,757,238 1,489,854 

527.033 258X3 

614,241 444,543 

1,098,700 905.000 
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ra BARCLAYS BANK PLC 

■™ INDIAN BRANCH 


|liiror|>urat«‘d in the llniltHi Kin^dum with Limittni Liahililyi 


SCHEDULES FORMING MRT OF THE PROFIT AND LOSS ACCOUNT FOR THE 

YEAR ENDED 3IST MARCH. 1993 



War 
ended 
31si March. 
1993 

Rt. in 000’s 

War 

ended 

3tst March, 
1992 

Rs. ui 000's 


War 

ended 

3IU March, 
1993 

Rs. in 000’s 

Iter 

coded 

31st Match, j 
1992 

Rt. in 000’s 1 

Schedule U-lalereal Earned 



Schedule 16-Operating 



1) Intenst/discouni 



Expense* 



on advances/bills 

223.788 

182.326 




11) Income on Inveatment* 

13.049 

5,834 

1) Payments to and 






provisions for 



111) Interest on balances 



emplojees 

9,073 

5,867 

with Reserve Bank i 






of India and other | 






inter-bank funds 

52.539 

24,072 

1!) Rent, taxes and 






lighting 

2,651 

2.232 

IV) Others 

287 

91 




TOTAL 

289.663 

212,323 

III) Printing and 

515 

407 




stationery 




IV) Advertisement 



Schedule 14-Other Income 



and publicity 

155 

106 

I) Commission, 



V) Depreciation on 



exchange and 
brokerage 

11,055 i 

1 

4,024 

Bank’s property 

2,751 

2.292 

It) Profit on sale of 



VI) Director's and 



investments (net) 

273 

611 

Local Advisory 



III) Loss on sale of 



Board member’s 



assets 

(9!) 

- 

fees, allowances 



IV) Profit on 



and expenses 

15 

20 

exchange 






transactions (net) 

12.685 

8,132 

VII) Auditors’ fees 



V) Miscellaneous 



and expenses 

52 

40 

income 

40 

42 







VIII) Postage, telegrams. 



TOTAL 

23.962 

12,809 

telephones, etc 

3,986 

3,164 




IX) Repairs and 



Schedule IS'lnlerral Expended 

1 


maintenance 

963 

989 

1) Interest on deposits 

44.403 

21,052 







X) Insurance 

357 

349 

11) Interest on Reserve 






Bank of India/inter-bank 






borrowings 

158.401 

141,351 

XI) Other expenditure 

7.274 

Sfi6a 

III) Others 

2.566 

610 




TOTAL 

205.370 

163.013 

TOTAL 

27.792 

20J29 



1....I. m 
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ra BARCLAYS BANK PLC 

■ni INDIAN BRANCH 

(lnc'or|Mtrat«*(i in iht*'liniU'd Kin^dwin with Limited Liabililyt 


Scbedwit 17 'NoIm Ponntag IWl of the Aeoouila for the year ended Slat March; 1911 

1. Princtpal Acoountint PoUciet 
(a> Ocnetal 

Theaccompanyinf nnanciaiiuiemenu have been picpaied on the hifU>ricaloa«ba«itaad conform lo the statutory pnvtaioniaadpiBcliee* 
psevaiUnt in the oountry. 

(b) Thuisactioiis imotviog foieign exchange 

(i) Monetary aiseu and UabiUtks have been iianilated at the exchange rates prevailing at the cloee of the year. Non-aaonelary aneu 
have been carried in the books at the contracted rates. 

(ii) Income and expenditure items have been ttansiaied at the exchange rates ruling on the date of the transaction. 

(iii) Outstanding forward contracu have been levaliied at the exchange rates prevailing at the dose of the year. 

(c) Investments 

Imcsimenu in Covernment and other approMed securhies in India are valued at ctM. Market value as on list March. 199) is Rs. l<2,747jD0(l4. 

(d) Fixed asseu 

(i> Preaiisei and other fixed assets have been accounted for at their historical costs. 

(ii) DppicdBiion has been provided on the straight line method at the rates spedfied by Barclays Bank PLC. In respect of subsequent 
ad^iions itepieciation is provided with effect from the quatier in which the additions arc inadn 
(c) Staff benefas 

Contribution to the Oratuity Fund has been made as per actuarial valuation. 

(0 Net profit 

The net profit disclosed in the profit and loss account it after: 

(i) Provitiotts for taxes on income in aocordance with statutory requiremep'r 

(ii) Other usual or necessary provisions. 

2. At 3ltt March, 1993 the bank’s risk weighted capital ratio wax (.299). 

3. The previous year’s riguret have been regrouped wherever necessary. 


Auditors' Report oa Use Indian Branch of Bareixya Bank PLC. 

Bb have audited the attached Balance Sheet of the Indian Branch of Barclays Bank Pic as at 3lsi March, 1993 and also the annoed Profit and 
Lnst Account of the Indian Branch of the Bank for the year ended on that dale. 

In accordance with the provisioiu of Section 29 of the Banking Regulsiion Act, 1949. read with the provisions of sub-sections (I), (2) and (S) 
ofSeclion2ll and sub-section (3) of Section 227 of the Companies Act, 1934, the Balance Sheet and the Profli and Loss Account, are not required 
to be and are not drawn up in accordance whh Schedule VI to the Companies Act, 1936. The accounts are therefore; drawn up in conformity 
with Fornu *A’ aid ‘B’ of the Third Schedule to the Banking RegulaiioD Act, 1949. 

Bb report ihal in accordance with sub-section (3) of Section 30 of the Banking Regulationx Act, 1949. 

a) BA have obtained all ihe information and explanations which lo the best of our knowledge and beltcf were necessary for the purpose of our 
audit and have found them to be satisfactory. 

b) The transactions which have come to our notice have been, in our opinion, within the powen of the Indian Branch of the Bank. 

c) In our opinion, proper books of account as requited by law have been kept by the Indian Branch so far as appears from our examination of 
those books 

d) The Balance Sheet and Profli and Loss Account of the Indian Branch of the Bank dealt with by this repoit are in agreement with the hooks 
of account. 

e) In our opinion and to the best of our information and accordtng lo the explanat ions given to us, the Balaiwe Sheet and Plant and Lots Account, 
together with the notes thereon, give the information required by the Companies .Act, 1936, in the manner so required for Banking Companies 
and give a tnie and fair view of the state of affairs of the Indian Branch of the Bank as at 31st March, 1993 and of its profit for the year 
ended on thw date. 

SHARP A TANNAN 
Chartered Accountants 
By the hand of 
Sd/- 

M. P. NARSANG 

Bombay Purtner 

Dated: Illh June, 1993 
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Rational Expectations and Price Behaviour"' 

in India 

Pulapre Balakrinhnan 

It has been claimed that a principal proposition of the New Classical Macro economics, namely, the neutrality 
of anticipated monetary growth under rational expectations, is applicable tv the Indian eionomy. I provide evidence 
to refute this view. The results presented here bear a greater claim being based, as they are, upon superior modell¬ 
ing and more acceptable econometric practice. They suggest, among other things, that the monetary authority 
in India cannot be certain of containing inflation solely by implementing a pre-announced reduction in the money 
growth rate, leave alone being able to do so costlessly 


I 

IntrcMlufliun 

EGHANI has claimed [Ghani 1991] that 
output and prices in the Indian economy 
behave as envisaged by the proponents of 
the new classical macro-economics. Before 
1 re-work his exercises according tc what 
I argue is, in the context, the appropriate 
econometric methodology, I need to very 
briefly spell exit the new classical view. 

When the theory of rational expecta¬ 
tions is combined with the assumption of 
instantaneous market-clearing, only unan¬ 
ticipated money-growth can affect the 
level of output, anticipated money growth 
affecting only the price level. This simple 
idea is summed up by the ‘surprise’ ||jucas 
1973] supply function 
Y, = Y„ r A(p-p‘), -( i, (!) 

where Y = output (subscripts ‘t’ and ‘n’ 
denoting the current and natural levels, 
respectively), p -- the inflation rate 
(superscript '€ denoting the expectation), 
and A > 0. Now if it is taken as given that 
the inflation rate is entirely determined 
by the growth of the money stock, 
equation (I) is appropriately re-written 
with the money growth terms, actual and 
anticipated, having been substituted in for 
the inflation terms. The supply function 
then sustains the interpretation that the 
deviation of the actual output from its 
‘natural’ level is a function of the extent 
of unanticipated money growth. 

The first attempt to evaluate the Lucas 
proposition ennpirically, which also meant 
devising an appropriate test, was due to 
Bairo [see Barro 1^7]. While more or less 
accepting Barro’s implementation of the 
test of the natural-rate proposition, perse, 
Besaran (1982) pointed out that Barro’s 
Econometrics was incomplete because it 
did not test alternative explanations (say, 
for instance, the Keynesian) of the deter¬ 
mination of output. As far as possible, I 
have adopted Barro’s specifications. Since 
the new classical proposition was rejected 
try the data, I have not proceeded to im¬ 
plement Pesaran’s suggestion that alter¬ 
natives to the natural rate-ratiomd expec¬ 


tations model lo be tested. I present my 
results below, turning to Ghant’s paper at 
the appropiiate state. 

II 

ModfllinK the Morn-y Supply 
Froress 

l-ollowing Barro (1977) money growth 
IS specified us an autoregressive distri- 
buted-iag model featuring inter aha the 
behaviour of the monetary authority 
Regarding the latter, for the US economy 
Barro considers the money supply im¬ 
plications of the counter-cydical stance ol 
the l-cderal Reserve and of the tendency 
of money growth to accelerate when the 
real expenditure of the federal govemincni 
exceeds the norm. Of these, I ignore the 
latter on the grounds rai.sed by Pesaran 
that to assume that agents know the level 
of current teal expenditure involves 
assuming that they know the general price 
level with certainty. This must go against 
the spirit of the surprise supply-function 
which construct is based on the idea that 
agents predict the general price level only 
up to a random term. Note that this is the 
assumption so crucial to the postulate that 
unanticipated money growth increa.scs 
output. As for the monetary policy stance 
of the Reserve Bank of India, India’s 
monetary authority has tended to target 
the infl-aiion rate rather than to stabilise 
the level of output. These considerations 
lead to a sped fication of a money growth 
(Dm) equation in the deviation of 
agricultural output from trend (Xa/Xa*) 
and in its own past values. A priori, one 
would expect the former variable to ap¬ 
pear with a positive coefficient for in 
periods of agricultural expansion the 
monetary policy sunce is expected to 
slacken, with the moneury authority ten¬ 
ding to allow a higher rate of expansion 
of money because of a reduced threat of 
inflation, in the Indian economy, 
agricultural supply shocks are perhaps the 
angle-most important determinant of the 
inflation rate. 

General-to-specific modelling resulted 
in the following (best) estimate of the 


money-supply process in the Indian eco¬ 
nomy over the period 1952-80: 

Am, -• .03(Xa/Xa*), , ^ .76Am,.,(2) 
(6.31) (2.18) 

(t-values in parentheses, lower case 
denotes logarithms) 

R- ^ .91, s.e.e. - .032. 
auio-correlaiion (I M); tr(l) - .09, 
Chow. 1(10, 16) = .84. 

Note that the aiiio-correlation statistic is 
not significant, and that the result of the 
‘Chow-test’, implemented for the last ten 
years of the sample period, signals struc¬ 
tural stability. It needs also to be noted 
that this model has an explanatory power 
(measured by the R^) of over a third 
higher than that of Ghani [Ghani, p 301). 
This is apart from the fact that the pre¬ 
sent model is more credible as a model of 
expectations formation actually used Iqt 
agents. It is indeed perplexing to be told 
(Ghani, p 301) that agents in the Indian 
economy consider the growth of money 
in the OECD economics a determinant of 
money growth in India. 

Ill 

IMoney, Aiitici|iBtif>ns, and Output 

The combined hypothesis of rational 
expeaations and money neutrality implies 
the following specification [Barro 1977, 
1978 and Pesaran 1982]: 

Y. = Y„ ^ £a„DMR, , 1 V, (3) 

O 

where ‘DMR’ is the unanticipated growth 
in money and ci,,> 0. The natural level of 
output ‘Y,’ has mostly been proxied by 
the time trend [see Barro 1978]. I slick to 
this procedure. The best estimate of (3) us¬ 
ing the residuals from (2) as the un¬ 
anticipated growth in money (DMR) is; 
log Y,= 3.87 + .031 + .I8DMR, 

(0.02) (.001) (0.37) 

+ .39DMR, , + .02DMR, j (4) 
(0.30) (0.25) 

hcteroskedastic-consistent estimates 
of the standard errors in parentheses 
T * 1954-80, = .99, DW » 1.77, 

SAe.= .031. 
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been reported «re heteroskedastic- 
consistent estimates. Here I replicate 
Ghani’s procedure. A brief sutement is 
perhaps in order though. It has been sug¬ 
gested that when regressions (such as 4) 
use the output (predictors or residuals) of 
supplementary regressions (such as 2), 
OLS estimates may be inconsistent, and 
hence any inference invalid, requiring a 
correction of the standard errors. Pagan 
considers this issue and concludes that 
when only the residuals appear in the final 
regression “...the estimated variance 
.. .from an OLS regression programme 
would be correct" [Pagan 1984, p 233). On 
the other hand, when predictors are used, 
the OLS estimates can no longer be cor¬ 
rect, but, interestingly, these . .are no 
greater than the true standard errors" 
[Pagan, p 234). Despite this very clear ver¬ 
dict, and even though the regressions here 
use only residkials and not predictors from 
a supplementary regression, 1 shall only 
report ‘correaed’ (i e, heteroskcdastic- 
consistent) staidard errors so that my pro¬ 
cedure is, throughout, comparable to 
Ghani’s, even though at one stage (as I 
shall indicate) this causes my argument to 
appear as less forceful than it actually is. 

The lag length on the DMR terms was 
chosen with an eye to the available deg- 
rces-of-freedom and by the criterion of 
whether the fit improved sufficiently with 
additional lags in the equation (this prin¬ 
ciple will be adopted throughout in this 
paper). In the present case, the unantici¬ 
pated money growth terms as a whole do 
not add to the overall explanation. The 
F-statistic for their joint significance is 
F(3. 21) 1.083, which is less than the 

critical value of 3.07. 

Given that unanticipated money-growth 
cannot explain fluctuations in output, i 
do not consider it necessary to proceed 
:with further tests of the natural-rate 
hypothesis as suggested by Pesarati (1982). 
However, I wish to record the result of 
estimating a sersion of the above in which 
the definition of output was altered. Now 
industrial production rather than aggre 
gate output was chosen on gn mnds that 
the latter includes agricultural production. 
It is not unreasonable to view agricultural 
production as supply-constrained in the 
short run. That misperceptions about the 
current inflation rate cause adjustment to 
capacity utilisaiion during the cropping 
year is not cicdible. Agricultural supply 
based on prices expected in the future is 
obviously an awkward category for the 
‘natural-rate’ theory. Thus some category 
of non-agricultural output may be more 
appropriate as the dependent variable in 
a test of the proposition in the Indian case, 
where the economy is dominated by the 


agficukural sector. K^te rimply. if money 
is to ‘excite* output it c«n do so in the 
short run only in the non-agricultural sec¬ 
tor of the developing economy. And 
models such as (3) above are essentially 
short-run models. Even though Ghani has 
used aggregate output as the dependent 
variable in Ns test of the natural-rate 
hypothesis in the Indian context, it was 
felt that the hypothesis ought to be given 
a greater chance of validation. However, 
re-estimation of the model (3) using the 
logarithm of the index of industrial pro¬ 
duction (the segment of aggregate output 
in a developing economy least likely to be 
supply-constrained) as the dependent 
variable did not alter the nature of the 
result. The test for the joint significance 
of the money-surprise terms now yields 
the statistic F(3, 21) = .520. 

The substantially greater explanatory 
power of the model of money supply (in 
turn an input into the test for neutrality) 
in this study must be borne in mind when 
comparing the results reported here with 
that of Ghani (1991). Reference must also 
be made to Ghani’s representation of the 
economy’s terms-of-trade as the determi¬ 
nant of the natural level of output in the 
Indian economy. Despite the statistical 
significance of the relevant terms in his 
estimates [Ghani, p 307| it is absurd to sug¬ 
gest that in an economy in which (he ex¬ 
ternal sector constitutes about 10 per cent 
of GNP, output is entirely driven by the 
economy’s external terms-of-irade. From 
such a point of view, sticking to Barro’s 
method of.pro.xying ihe 'natural’ level of 
output by the time trend is more 
appropriate. 


IV 

Money. AnlicipationK, and 
tin* Price Level 

Precisely because unanticipated money 
growth is said to cause an increase in out¬ 
put It is believed to bring about a reduc¬ 
tion in the price level. For, when prices are 
market clearing, increased output must 
imply a lower price. An econometric 
representation of this idea would be; 

log (P). - P, + P, bg (M), 

+ DMR, , -f ji, 

I - 0 

p, = 1 and pj, < 0 (5) 

with M = money stock. P price level, 
and, as before, DMR =- unanticipated 
money-growth. The expression is arrived at 
by solving a standard demand for money 
function aifd substituting out Y in terms of 
(3) above I have ignored the rale of interes) 
which must appear in the demand for money 


ftiiictk>n and ilie tiiBe tioHl 
in the expienion for the natural IM of 
output, because the tests 1 propoae to re¬ 
ly on do not depend upon their inclusion 
in any way. I first present the best estimate 
of (5). 

log(P), = -1.83 f .73log M 
(0.22) (.03) 

-i.62DMR, - .4.3DMR. 
(0.90) (P.51) 

- LI6DMR, , 

(0.50) (6) 

heteroskedastic-consistent estimates of the 
standard errors in parentheses 
T= 1954-80, R^=.99, DW-.7I. s*e.=.054. 

It is striking that all of the coefficients of 
the unanticipated money growth terms are 
indeed negative, as predicted by the new 
classical theory However, before taking this 
to be a confimiation of the natural rate- 
rational expectations hypothesis 1 present 
Ihe estimate of a regression that includes 
actual money-growth in (6). 

log P, - -1.16 + .741ogM -(■ I4.8DMR, 
(0.44) (.06) (8.99) 

+ 10.3DMR, , - .52DMR, , 
(8.36) (1.19) 

-16.2AlogM, + LbnlogM, , 
(9.18) (12.08) 

+ 7.6AlogM, , (7) 

(6.46) 

heteroskedastic-consistent estimates of the 
standard errors in parentheses 
T - 1954-80. R= = .99. DW-.93. 

s.c.e = .046. 

Now note that the only variable with an 
estimated coefficient that comes close to 
being statistically significant and negative 
IS currcni actual money-growth. It must 
be stated here that when ‘uncorrected’ 
standard errors are used, the coefficienl 
on AM, IS statistically significant (with a 
‘I -value' of 2.49). As 1 had argued at an 
earlier stage, correction is not necessary 
here, but I peisisi with it to maintain com¬ 
parability with Ghani’s procedure On the 
negative coefficient associated with actual 
money growth per se, I shall have more 
to say subsequently. 

Ghani’s test of the proposition that only 
unanticipated money-growth affects the 
price level is inadequate. His procedure is 
to compare the standard-error of estimate 
of equations such as (6) estimated with 
unanticipated and actual money growth 
in separate mns. Strangely, when the 
equation is riai with actual money.«r(iwth 
(he level of the contemporaneous money 
stock is left oix [Ghani, 305 and 308]. This 
must load the procedure in favour of the 
Barro hypothesis. Moreover it is shoddy, 
for no old-fashioned (Friedman-like) 
monetarist would accept as his or her 
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pofHioa ine vww inai ine price tevei » 
determined by the rue of monetary 
SiDwth as opposed to the level of the 
money stock. But the essential criticism 
of Ghani’s method is that the true test of 
the Barro hypothesis is not achieved via 
a comparison of the standard errors of 
regressions imolving actual and unan¬ 
ticipated money growth, re.spectivety. 
Rather, it entails the test of whether ad¬ 
dition of actual money growth to a regres¬ 
sion with unanticipated money growth 
alone in it (such as (6) above) significantly 
enhances its explanatory power. For, it is 
quite conceivable that the specification 
with actual money growth alone has 
higher standard error than the one with 
unanticipated money growth alone in it, 
while actual money growth still retains 
some power to explain movements in the 
price level. The natural rate-rational 
expectations hypothesi.s postulates the ir¬ 
relevance of actual money growth in ex¬ 
plaining the price level once the effect of 
money-surprise is allowed for. The pivot 
of it all is the Lucas supply-function dis¬ 
cussed earlier accordingly only unanti¬ 
cipated money can affect output, hence 
only unanticipated money growth can af¬ 
fect the price level (negatively, because it 
increases output). Thus the appropriate 
lest is the classical F-test applied to the ad¬ 
dition of actual money growth to the 
specification in (6). This is Barro’s pro¬ 
cedure [Barro 1978). A replication of it in 
the present context yielded F(3,18) = 3.57 
when as many lags (two) of Am as ‘DMR' 
were added. The critical value for F(3,18) 
is 3.16. 7'hus t he data reject the idea that 
a distinction between anticipated and 
unanticipated money growth is helpful to 
understanding movements in the price 
level in the Indian economy. Now only 
curiosity value remains in recording that 
the classical proposition that the slock of 
money enters the price level equation (6) 
with a coefficient of one was also rejected 
(F(l, 21) 256.9). Clearly, there is no one- 

to-one correspondence between the money 
stock and the price level. 

It may be added that the negative coef¬ 
ficient on actual (current) money growth 
in (7) need net come entirely as a surprise 
in the light of existing ectmometric evi¬ 
dence pertaining to the Indian economy. 
We already know that the aggregate in¬ 
dustry mark-up is counter-cyclical 
(Balakrishnan 1991a]. The negative coef¬ 
ficient associated with money growth, 
then, could well be capturing the direct 
effect of money on output in the indust¬ 
rial sector, and the slower rate of inflaiion 
this entails. There is perhaps a more im¬ 
portant explanation of this phenomenon 
though. This is that in an economy yet 
dominated by the performance of the 
agricuituiai sector, expansion in agrtcul- 


tuni prodiKtion leads to expansion in the 
economy as a whole [Balakrishnan I99lb]. 
If the growth of the money stock is endo¬ 
genously determined, in response to 
economic activity, we would now have a 
higher rate of money growth. With the 
price of agricultural goods, unlike in¬ 
dustrial ones, responsive to excess de¬ 
mand, expansion of agricuhure implies a 
slower rate of growth of agricultural 
prices, thus inflation. V/ith a positive 
supply-shock to agriculture leading, as it 
may be expected, to an expansion of non- 
agricultural activity in the economy, a 
slowing of inflaiion and a faster growth 
of money go (ogethtr. That this is not an 
unlikely story is suggested by Ghauii's own 
estimate of an allegedly "Keynesian” price 
equation which reveals economy-wide “ex¬ 
cess demand’, measured as the deviation 
of output Irom trend, as affecting price 
negatively iCiham, p 308). 

V 

Lonciiihirxn 

Cihani has claimed that evidence pro¬ 
vided by him “suggest.s lhai anticipated 
reductions in money grtxwth in India result 
in contemporaneous reductions in the 
price level, while the unanticipated 
change.s affeci output” [Ghani, 296|. 1 
have here provided evidence resulting from 
tests in the spirit of Barro that is contrary 
to this claim. I he sample period of this 
study straddles almost fully that of Ghani, 
while being substantially longer. More¬ 
over, its rcsulrs bear a higher claim in that 
they are based on a more successful at¬ 
tempt to model the money supply process, 
and above all. that they are the outcome 
of a methodologically more correct 
procedure. 

To recapitulate, the proposition that 
fluctuations about the natural level of out¬ 
put arc driven by money-surprises is re¬ 
jected foi two categories of output in the 
Indian economy, namely, aggregate output 
and industrial production. In the case of 
prices, the Barrovian proposition that ac¬ 
tual money growth is irrelevant once 
money growth surprises arc allowed for, 
is rejected t«xx (ihani has stated that "The 
empirical findings on the responsiveness 
of prices to anticipated changes in de¬ 
mand are important for the resolution of 
a wide variety of policy issues, e g, the 
costs of anti-inflation demand strategies 
associated with stabilisation program¬ 
mes” (1991, p.309). Precisely. The results 
presented here suggest, among other 
things, that the monetary authority in 
India would be wrongly advised that it can 
be certain of containing inflation solely 
by implementing a pre-announced reduc 
tion in the money growth rate, leave alone 
doing so costlessly. 


Data DEHNiTiON and Source 

M = money stock (M,). The only 
available continuous series of this meaiinc 
of money has been used. A >teudevan 
(1980), “Money stock and its componentt 
in India. 1950-51 to l979-80i A sutistical 
account”. Indian Economic Journal, 
28, 1.30. 

X, - agricultural output. Agriailturai 
Situation in India, February IWI. 

Y = National Income at 70-71 prices. Na¬ 
tional Accounts Statistics, February 1983. 
(Results of having re-estimated (3) using 
the index of industrial production were 
also reported. Here, since no continuous 
series exists for the period considered as 
a whole, several series were spliced. 
Economic Survey, Government of India, 
New Delhi.) 

P = price level (index number of 
wholesale prices' base 1970-71 .=■ 100). 
Wholesale Pnee Statistics, Economic and 
Scientific Research Foundation, New 
Delhi and Report on Currency and 
Finance, Reserve Bank of India, B^bay. 

[An eaily version of this paper was presenieU 
at ihe Indian Siaiisiical Insiiiute at New Delhi 
in January I thank Dilip Mookhrrjec and 
Pariha Ray for commenis I am grateful to 
Kunal Sen foi alriling me to the issue of in- 
feicnee in ihe presense of generated regressors. 
Lrrors that might yet remain <«oiild be mine.) 
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I'he Aged, Their Problems and Social 
Intervention in Maharashtra 

Kumudini Dandekar 

/rt India the problem of the aged had not until recently attracted much attention. With the changing demographic 
profile of the population some attempts are being made to document the living conditions of the old, their economic, 
social and psychological status, their problems, society’s response to them and the attempts of the state to resolve 
these problems. This article is based on a survey of the aged undertaken in Maharashtra. 


FOR thousands of years people probably 
have strived to live longer. In the latter 
half of the 20lh century they seemed to 
have approached their goal. But when it 
comes to it they do not know what to do 
with added years of life. Nor is the suc¬ 
cess in attaining longevity trouble-free 
since often the survival is of the unfit. The 
result was that the whole advanced world 
which achieved the best success in increas¬ 
ing longevity had to face problems of old 
age. These problems deserved a very high 
priority there since many of the economic- 
problems were more or less solved. But the 
conditions in India or Maharashtra were 
different. 

In a country like India which has to face 
such an enormity of problems, the ques¬ 
tion of the old did not seem significant 
until recent times. India had not attained 
a longevity of 60 years even till 1981. The 
population of the old was, however, in¬ 
creasing fast in developing countries like 
India. Hence the problems of the old had 
to be faced earlier in such countries. 
Moreover its links with other phenomena 
such as decfining mortality, increasing 
population and harrowing poverty en¬ 
hance the urgency of the problems of the 
old. 

THtORIhS AND HVt*01HtSI2i RLOARUINO 
1 Ht Ol 1) 

Various theories prevail on the inter¬ 
relations between old age and economic 
development are reviewed. There are 
theories and hypotheses such as: ‘Moder¬ 
nisation reduces the respect for the old’ 
or ‘the olden days were golden for the 
old*. These may be partly true but partly 
they may be based on misconceptions. At 
times looking at the conditions of the old 
in ‘nursing homes’ in a country like the 
United States, one may form an impres¬ 
sion that people make enormous profits 
by trapping the disabled in these nursing 
homes and be cruel to the old. But one 
has to remember that these homes includ¬ 
ed only S percent of the old in the United 
States. They were mostly terminally 
ill people 80+ or 85+ years of age. 
Moreover the old in these institutions 


would be a problem wherever they were. 
One has to leave these disabled old out 
because the terminally disabled ones can¬ 
not be integrated with the others. As for 
the other old, modern times provide such 
a range of tools that taking cate of the old 
seems easier now than was the case in 
olden times. The growth of individualism 
accompanied by belter economic cir¬ 
cumstances probably came in the way of 
emotional attachment between the old 
and the rest. 

For instance the need of proximity of 
children is common to both the kinds of 
populations as shown in the report with 
data for Britain, Denmark and United 
Stales and India. Love of living in the 
family rather than among die peers in kn 
old age home is also common to both. 
The give and take of finance, child care 
or care of the sick between generations 
also seems similar in the two types of 
countries. It is the difference in the 
economic circumstances with the capacity 
to have separate housing units, the level 
of education, the increasing out-of-home 
employment of women in developed 
countries which come in the way of show¬ 
ing love and respect to the old. It seems 
that innermost instincts of love and need 
of closeness to family could not be 
suppressed easily with modernisation. 
Moreover in a country like India there was 
no medicated survival to worsen the pro¬ 
blems of the old. There was more 
tolerance among the poor as poverty had 
made their reactions blunt. Expectations 
of the Indians were not many and 
philosophy to face death gave them 
relatively better strength as discussed in 
the report. 

Not much literature is available on the 
conditions of the old in India. There are 
some stray surveys based on small samples 
and these too did not necessarily stand the 
tests of scientinc methodology. In many 
of them old age was defined as more than 
60 years. About 6.3 per cent of the 
population uas found to be old in India 
(Maharashtra). One may note that in 
highly developed countries more than IS 
per cent population belonged to this 


category. However, the rate of increase of 
old population was much higher (29 per 
cent) than that of the total population 
(23.5 per cent) for 1981-91 India. And this 
rate of increase was faster in many more 
recently developing countries than the 
developed ones. It meant that the problem 
of the old would have to be faced in these 
countries much earlier than in the other 
developed countries. 

There are very few publications on (he 
subject of the old. A few hotchpotch sub¬ 
jects are discussed below for illustration. 
For instance, a published paper compared 
living arrangements of the old in Madras 
city with those in an Itahan city of Milan. 
In Madras the old were found to Jive with 
(heir married sons much more than they 
did in Milan. The reason was obviously 
economic since the old in Madras could 
not afford separate housing units away 
from their married sons. 

Another subject discussed in this stray 
literature was the life cycles in various 
countries. While discussing the conditions 
of (he old It is worthwhile looking at them 
from the point of view of their completing 
responsibilities with regard to their 
children. For instance one could consider 
the life cycles of women in the various 
countries and answer questions such as: 
Do the women live long enough to see 
their youngest child attain adulthood? Is 
(he education of the last child complete 
before the women die? Are the women 
free of their children’s responsibility 
before death? How long in years do 
women live icsponsibility-free? Do they 
have time enough to look after their own 
interests? 

Such comparison of north Indian 
women in 1936 with those in the US. 1930 
showed that north Indian women died 
before seeing their last child attain 
adulthood. Women from the US lived 34 
years after the last child attained 
adulthood. This was mostly due to two 
reasons. One was that Indian women had 
shorter life spans and they also produced 
children till a late age. Even the cohort of 
women in the US of 1880 lived 21 years 
after the attainment of adulthood by the 
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last dtild. Similar comparison of the life 
cycle of women in rural India of 1990 
showed that women lived only 10 years 
after their last child attained adulthood. 
Those women could not oomplete their 
responsibility, since they could not educate 
their children. The life cycles of Japan in 
1940 and in 1972 and India of 1990 were 
compared more elaborately. Besides the 
death of the mother, attainments of 
education to stand on one’s own feet by 
the children, children’s marriages and 
death of the father were also considered 
to see how far the mother and father com¬ 
pleted their responsibilities of giving 
children an education and making them 
self-supporting. In Japan in 1940 both the 
parents died before completing their 
responsibilities with regard to. children. 
But in 1972 the conditions were dramati¬ 
cally changed so that both hu.sband and 
wife carried out their responsibilities and 
li.ved long after attaining a responsibility- 
free state. Under certain ass- ■"!~t^''ns a 
picture of 1990 India may be drawn. As 
far as longevity was concerned, the 
mothers or parents were doing just right 
in the sense that both the patents ‘saw 
their children through’. But the main pro¬ 
blem was how did they see iheir children 
through’? The average child if female was 
still illiterate and so also the male child 
who was just above literacy level. This did 
not equip the children to be self-reliant. 
What they achieved was ‘somehow eking 
out a living' which they did almost till the 
end of their life. They hardly saved 
anything for their old age and they could 
not be capable of taking care of their old 
parents or their own children’s education, 
or attending their marriages, etc. 

One has to remember that the present 
picture of 1990 India does not look so 
bleak, because of relatively shorter 
longevity of 60 yeais or less. But in future 
the longevity is bound to increase and if 
by that time people had not learnt to save 
foi old age, they would be doomed since 
there would be neither any old age security 
nor any help from one’s own savings. 
Therefore what was needed badly was to 
save for old age before one started hav¬ 
ing greater longevity beyond 60 years of 
age The capacity to save could come from 
two sources. One by reducing the load of 
child-dependency and secondly by equip¬ 
ping every child with education and 
employment skills. With the prevailing 
poverty conditions these two alternatives 
were not available because if one did not 
economise on the number of children, 
educating the children became impossible. 
Hence limiting -the number of children 
was a must if in future, longevity was go¬ 
ing to increase. Otherwise with increasing 


longevity, suffering was going to get com¬ 
pounded. Ideally two chilchen before 28 
years would enable the Indian women to 
live and equip their children with educa¬ 
tion and save for old age. In the present 
circumstances interdependence of the old 
and the young continues till death and so 
also continues the living m squalor. 

Work participation of the old was 
another subject which has been discussed 
in this literature. With economic develop¬ 
ment men worked more in the organised 
sector and they retired after the age 65; 
but not so the men in the developing 
countries. They had to work till the end 
for lack of savings for old age and they 
stopped work! ng only when health did not 
permit. Work participation for women in 
the developed countries changed in the 
opposite direction -with lime. Work par¬ 
ticipation of women increased in the 
developed countries so that they could not 
look after then old. This aggravated the 
problem of the old in developed countries. 

Poverty among the old seemed a sub¬ 
ject comnio'i to many countries. Piistly, 
the aged were not earning. Secondly, their 
savings fell in value because of inflation. 
Thirdly, thc.v had to spend dispropor¬ 
tionately mote on medication. In coun¬ 
tries like India liecause of the deteriora¬ 
tion of health in old age, people had to 
stop-working though they needed the 
income. 

Employment in the organised sector 
always offers old age.securiiy in developed 
countries or even in developing countries 
like India. But such employment being 
available onis k>r a handful in India most 
old people had no old age security. 
However, there aie attempts at present to 
gi.vc such security with old age pensions 
in many states of India. They however 
cover only an infinitesimal proportion of 
the needy population. 

A very iith .source of daia on the sub¬ 
ject is the 42nd round of the National 
Sample Survey (NSS) in India conducted 
for the year July 1986 to June 1987. Here 
was a rich fund of data on 21) items regar¬ 
ding the old based on 50,000 households. 
For Maharashtra too there were 4,366 
households surveyed, 2,248 in rural and 
2,118 in urban Maharashtra. The range of 
subiects covered by the survey included 
demographic profiles such as age, sex- 
ratio, marital status, number of sons or 
children, economic dependence partial or 
total, living arrangements with members 
of the family including living alone, help 
in illness, mobility level, illness or chronic 
diseases, hospitalisation, gainful and 
other activity status; for those who did not 
work the reasons for it, the age at retire¬ 
ment, financial assets and property; the 


.Willingness of tbe old in going to an old 
age home (OAH); the participation of the 
old in the social and religious life of their 
home village or town; and so on. 

The idea of looking at Maharashtra in 
the setting of all the states in the country 
is to scrutinise »he differences in the old 
tn various regions and analyse the causes 
behind the variations. However data from 
most of the major states did not differ 
significantly and one could conclude that 
the reasons behind such a state of affairs 
was that the conditions of the old were 
interlinked with poverty, illiteracy and 
dependence on agriculture which were so 
rampant all over the country. One should 
bear in mind that Maharashtra was 
similar to average India in almost all the 
matters unless .stated otherwise. 

Surprisingly the sex ratio, i e, the 
number of old females compared to old 
males in India is smaller. This kind of 
phenomenon is rarely seen and specially 
in the developed countries. Perhaps the 
old women outnumber men almost 
everywhere except in India. Biologically 
the number of women should predominate 
that of men in old age. The reverse case 
in India speaks for their higher mortality 
due to social encumbrances. This no 
doubt is a grave matter and .should attract 
alicniion in handling of Indian social pro¬ 
blems. One may however note that the 
proportion of women among population 
in old age is more than found in the ^lier 
ages. Among the various slates of the 
country the number of old females 
vis-a-vis the males was found to be par¬ 
ticularly low (646 fcmalcs/1,000 males) in 
rural Jammu and Kashmir, 721 to 1,000 
in rural Assam and 727 to 1,000 in rural 
Haryana and nowhere was it made up by 
a large number of females in the respec¬ 
tive urban areas 

Loneliness is one of the major problems 
of old age which makes people feel 
helpless. In the advanced world and par¬ 
ticularly the US the old women are more 
alone than men. But in India it is the men 
who are alone both in rural (12.4 per cent) 
and urban areas (9.5 per cent). The 
percentage of such women is very low 
(nearaboul 1 per cent) both in rural and 
urban areas. There are two reasons for this 
low number of lonely women. One is that 
the number of old females itself is not 
what IS expected elsewhere. Sccortdly, the 
peculiar social conditions in India leave 
the old women to hang on to some family 
such as the son’s, daughter’s or other 
relative’s often in a difficult position. In 
the US the number of women living alone 
far exceeds that of men because women 
live much longer than men and they can 
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afford to live alone rtnancially as well as 
socially. 

The number of old persons (men and 
women together) having no .son to depend 
on in old age was about 14 per cent in 
rural India. Among these were included 
4 per cent who had no children born, 2.4 
per cent who had no surviving child and 
B per cent having no son but only 
daughters. In urban areas per cent had 
no child born, ) per sent had no living 
child and 7 per cent had no son but only 
daughters resulting in IS per cent old per- 
ions having no son. In Maharashtra 16 
per cent in rural and urban areas had no 
ion to depend on. 

The old were asked whether they were 
Konomically independent. Fifty-one per 
xnt men in rural and 46 per cent in urban 
India were economically independent. On 
Ihc other hand 33 pei cent in rural and 
37 per cent in urban India were totally 
dependent on others. The rest were par¬ 
tially dependent. The Maharashtra per¬ 
centages of the dependent were lower but 
the difference was not large. One has to 
lemember that one-third that were totally 
dependent in India had probably bad 
health and could not work m old age. The 
dependence was accompanied by no 
financial assets or property with the old 
as seen if. the report. This resulted because 
with no education and little land, even in 
peak years of energy and youth most pa>- 
ple only eked out a minimum living for 
the current times. Females were mostly 
dependent on others often doing domestic 
chores. But there may have been a tenden- 
-7 among women to report that they were 
dependent on others even when they 
worked equally with men. 

As seen above most women and more 
than one-third of the men were dependetu 
pn others totally. About 15/16 per cent 
men were panially dependent. Since old 
people had iks .sav ings foi old age three- 
fourlh of (he dependent had to depend on 
;heir own children. About 9 per cent 
depended on their spouses b-'cause 7 per 
cent males and 11 pci cent females 
depended on their spouses. About 6 per 
cent men as well as women depended on 
heir grandchildren. About 10/11 percent 
lad to depend on others. This was a 
category probably without children and 
hey had to hang on to any help that came 
py from distant relatives or unrelated per- 
ions. Conditions in Maharashtra were not 
widely different. 

If spouses were alive old people were 
supposed to stay with them. Otherwise 
hey were classified as living with children 
f they did so. Thus 37 per cent old lived 
with their spouses in rural areas and 35 


per cent in urban areas. About half of the 
old lived with their children both in rural 
and urban areas. Four/five per cent lived 
with grandchildren and similar percentage 
lived with other relations. Only a small 
percentage. 68 and 40 old people in I0,0(X) 
lived in OAHs in rural and urban areas 
respectively. This was certainly a small 
[Percentage because OAHs in their present 
form are a new concept not known in 
India. Moreover, even in the US where the 
institutions for the old seemed common 
only 5 per cent old lived in them. These 
institutions weie not popular and mostly 
old women of 80 years of age and above 
who had no relative to look after them liv¬ 
ed in them. They were called nursing 
homes. As noted earlier this living with 
children or felt need of proximity of 
children in old age was common not only 
in India but also in the advanced world 
illustrated by the data for Britain, 
Denmark and the US. The difference was 
in the pattern ol housing, since rich coun¬ 
tries afforded separate housing units for 
married children and parents. 

Physical immobilitv among the old due 
to chronic illness was noted in all the states 
of India, with 4/5 per cent old males and 
7 per cent old females being immobile in 
India or Maharashtra. The percentage of 
immobile women was always larger than 
men in all the slates. There being no 
medicated survival, the percentage of im¬ 
mobile, however, did not seem large in 
spite of low level of health of women or 
men. They had chronic health trouble in 
45 per cent cases both in rural and urban 
areas. But these were not disabling 
diseases which could make people im¬ 
mobile. Problems of joint-aches and 
cough seemed most common. Only 6 per 
cent reported blood pressure, about 4 per 
cent heart diseases, 3.5 per cent urinary 
problems and less than 2 percent diabetes. 
Kerala, West Bengal and Assam reported 
more chronically ill cases in both rural or 
urban areas. In no state were the ill 
hospitalised to the extent of more than 10 
per cent. 

The usual activities of the ruraJ old men 
included S3 per cent doing either own 
agriculture or labour outside, only 2.5 per 
cent were rentiers or pensioners and 31 per 
cent inactive including the ill, etc Eleven 
per cent of the rural females were involved 
in own farming or engaged in labour out¬ 
side 42 per cent doing domestic work and 
45 per cent inactive being ill, etc Of the 
urban males 17 per cent were pensioners 
or rentietrs, 20 per cent doing non- 
agriculture and 33 per cent inactive or ill, 
etc Urban men doing agriculture were 8 
per cent and 6/7 per cent were in casual 
or salaried labour. Urban women did 


domestic duties (47 per cent) and were 
inactive to the extent of 43 per cent 
including ill, etc With increasing age the 
activity of the old declined fast which 
showed that majority did not work after 
age 65. 

Financial assets were almost nil in old 
age Thus in India as a whole; for l,(X),000 
old men and women 581 and 482 respec¬ 
tively had some financial assets if at all. 
The richest state was Himachal Pradesh 
(the garden state of India) having 8.5 men 
and 8.1 women per 1,000 having financial 
assets. It is atrocious to compare these 
with 150 persons having financial assets 
beside 290 per 1,0(X) having earnings in the 
US. 

The need for old age security such as 
old age pension, etc seemed imminent 
and unless that was taken care of, one 
could not impress upon average Indians 
the need for a small number of children. 
It almost seemed that it was this link bet¬ 
ween old age security and number of 
children that prcssuri.sed the welfare 
department to examine the problems of 
old in India through the 42nd round of 
the National Sample Survey in 1986-87. 
In spite of such miserable conditions the 
old in India did not like the idea of going 
to old age homes. This was because they 
were fully integrated with the social and 
religious life ol their locale. Among those 
living alone 20 per cent were prepared to 
go to an old age home and 80 per cent of 
these wanted that the OAH be located in 
their own village. They did not dream of 
approaching the government for help. 
They were prepared to approach the 
villagers for help. They had no idea of old 
age pension, etc, as was seen in the villages 
of Maharasht ra. Old age homes seemed 
an institution unknown in India at least 
in the presem culture. Thai is why only 
a small percentage of the old (0.68 in rural 
and 0.40 in urban area) were found in the 
OAHs. The highest percentage was in 
Assam where 181 and 409 per 10,000 lived 
in OAHs. Corresponding figures for 
Maharashtra were 29 and 12 which were 
one of the lowest in the country. In the 
U5s, 500 old per 10,000 lived in the nursing 
homes or such institutions. 

There has been a controversy as to 
whether the old should be integrateii with 
the rest of the population or they should 
be with their peers in an institution. It is 
very difficult to answer this question 
without more data on the condition of the 
old. If the old are healthy they are no pro¬ 
blem. If they are sick or bed-ridden they 
cannot live comfortably with the non-sick 
unless well looked after. In the US, the old 
are isolated in institutions call^ nursing 
homes. These are mostly for nursing the 
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skk and they are quite different from the 
OAHs we talk about in India which ate 
not necessarily for the sick though they 
are certainly for the helpless. The age 
group living in OAHs in India is likely to 
be relatively younger because of two 
reasons. One is that their shorter life-spans 
and secondly, there is no medicated 
survival. That is why the OAHs in India 
hold the unemployable who need food 
and shelter, but not necessarily medicines 
and nursing. Or perhaps the old who need 
serious medical attention and nursing do 
not enter OAH because these would not 
be easily available in many of the OAHs. 
In other words the standard of available 
medication and nursing is almost equi¬ 
valent to neglect which is attainable even 
outside and hence such old may be weed¬ 
ed out. The old in Indian OAHs therefore 
seem most needy of food when they can¬ 
not earn it. In England there are what they 
call hospices which are a half way house 
between nursing homes and the helpless 
living in their own homes. The needed 
nursing help is provided in the homes of 
the old by government or other agencies. 
It is found that this kind of arrangement 
is more popular than that of nursing 
homes. 

Oi.D Agi: Homes in Maharashtra 

in understanding the problems of the 
old one had to observe the old living in 
a variety of conditions. Thus the objec¬ 
tive was to interview the old (i) in the 
OAHs, (ii) in villages and (iii) in cities. To 
conduct the survey for all the three 
categories was very expensive Especially 
to carry out the survey in big cities for a 
random or systematic random sample was 
a costly affair especially with the present 
transport charges in big cities. With the 
limit^ funds 'hat were at our disposal 19 
OAHs in Maharashtra .state and their 541 
inmates were interviewed, beside the 601 
old villagers in eight small villages. This 
obviously meant a great loss to the sub¬ 
ject of the old since the old in big cities 
of Maharashtra were bound to be dif¬ 
ferent. Modernisation if any in India was 
bound to be in big cities with a wider 
generation gap. larger employment of 
women outside home, and more acute 
shortage of housing. Unfortunately the 
present survey failed to catch this oppor¬ 
tunity of observing this modernisation in 
such conditions accompanied by poverty 
and great inflation. 

The OAHs in Malianishtia followed the 
general rules laid down describing the 
eligibiiity of the inmates permitted in 
OAHs, the buildings, the premises with 
some minimum garden, the location of 


the buildings away from the dty crowds 
on easily accessible and weD-«onstructed 
roads which were necessary so that the old 
could travel to the OAHs without getting 
hurt. Recreational facilities, minimum 
medical help, the right kind of sym¬ 
pathetic staff to deal with the old were alj 
specified in the general rules for setting 
up an OAH. The report on the OAHs in 
Maharashtra is divided into two parts. 
The first part portrays the 19 OAHs and 
the second describes the interviews of 541 
inmates of the OAHs. 

There is a detailed account in the 
Report of each of the 19 OAHs regarding 
the gvailability of open ground, housing 
arrangements, library facilities, level of 
medical help and supplementary institu¬ 
tions attach^ to the OAH, payment made 
by the inmates and method of funding 
utilised by theOAHs. The OAHs were of 
three kinds. One kind was free. The other 
was flexible including those who could not 
pay to those who could pay a part of their 
marginal penaon. The third kind charged 
a range of payments and those who could 
not pay could not find accommodation 
there. On the whole however monthly 
payments made ranged from Rs 250 to 
700 a month in 1991 besides some deposits 
and donations. Generally the charges were 
not heavy. More recently the OAHs accep¬ 
ting payments had commenced taking 
deposits for the disposal of the dead 
inmates. Those OAHs that did not charge 
for the inmates received a grant of Rs 125 
per month per inmate from the govern¬ 
ment. in addition, the government allot¬ 
ted funds for furnishings per inmate such 
as a bed, a chest, plates and utensils, 
clothes and the kind. Those OAHs tak¬ 
ing grant.s from the government were 
allowed to collect funds from the 
public since the government grant was 
insufficient. 

On the whole the OAHs were well- 
equipped compared to the living standards 
of the inmates at home. That is why most 
of the inmates were satisfied with the 
living conditions in the OAH. The shor¬ 
tage often felt in the OAHs receiving 
government grants was in the matter of 
housing. Those living totally free and they 
formed a majority (Si per cent) some¬ 
times, were housed more than 15/20 per 
hall so that they were living in a dor¬ 
mitory. The inmates always had beds and 
they kept thdr chests below their beds. 
Keeping the rooms clean was their collec¬ 
tive responsibility. In such an arrangement 
even the sick Bv^ among them. The idea 
here was to get the help from other healthy 
inmates in taking care of the sick. Many 
of the OAHs had their links with some 
general hospiuls so that more serious 


inedical help could be rofwd la Of coune 
occasionally this help was only better to 
the no-help available to many inmates 
with their low level of living. Some OAHs 
had regular visits of the doctor to relieve 
them of their small health worries. 

As far as the working of the OAHs was 
conccmcd, in those OAHs that did not 
charge the inmates much, the inmates 
themselves helped the running of the 
homes partly. It was only the disabled who 
did not work. But most of the others 
helped in cooking, serving, cleaning, 
gardening, attending to the ill and their 
work was regulated or co-ordinated by the 
minimum staff that was provided. The 
OAHs had some regular recreation such 
as *bhajans' or prayers and a routine 
which was of course flexible for the needs 
of the old. People generally did not leave 
the O.AH to go out except in rare cases 
after informing the institution and a few 
were entrusted with minor marketing, etc 
In some cases the OAHs were located with 
other institutions. Some were near a 
temple, or a printing press or orphanage 
run by the same charitable institution as 
that running the OAH. 

On the whde the inmates were happily 
placed in the Q\H$. They worked only as 
much as they could. They took exercise or 
a stroll as lortg as they could. If they felt 
the need they talked to their peers. 
Whenever they needed rest they lay on 
their beds. Otherwise they watched the 
television. There was no need of feeling 
awkward because they did not work,for 
their bread or could not go with the same 
speed as the other non-old, which they did 
in their own households back home. They 
could eat with a peaceful mind without 
having all these pressures. Nobody 
taunted them for resting. They had no 
worries of getting food. They got it at 
stipulated times. Before coming to the 
OAH some were feeling londy and unsafe 
Those in families perhaps bore harsh 
words but now in OAH, nothing more of 
that They were accepted with whatever 
thdr handicaps and hence they could pull 
on peacefully in the OAHs in spite of 
some inconveniences. 

Generally there was a feeling and rightly 
so that nobody went to an OAH happily. 
Outsiders thought that the inmates of 
OAHs were deserted in the OAHs and the 
old were dragging on there. But often this 
was not true, it was only the lonely and 
helpless needy that were living in OAHs. 
When they were not lonely they were not 
wanted in their families due to othen 
being either too busy or due to shortage 
of housing. Or some old did oM want to 
depend on others and hence they kqpt a 
safe distance from others. They were 
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cconomictiiy better off (datively but they 
did not have the courage to stay away 
from the family alone. Hence they lived 
in OAHs and kept good relations vrith 
their relatives by visiting them or receiv¬ 
ing them in the OAH. ThQr enjoyed the 
company of their (datives for a while and 
came back to their fold to live among their 
peers. 

Obviously in future the longevity of 
Indians is going to increase. Perhaps 
poverty may not be reduced that fast. 
Thus the need for UAH especially for the 
poor IS bound to rise. There is also a 
likelihood that larger numbers will be bed¬ 
ridden. Thus institutions accepting grants 
from the government will have to grow in 
number to cater to the customers. The 
government grants falling short of the 
need, donations from the public will have 
to soar but if they do not, it will be dif¬ 
ficult to run the UAHs. As of today dona¬ 
tions are available adequately. One may 
however examine the OAHs like Niwara 
that have dynamism and that tend to 
develop on wider lines. They do not just 
feed the old destitute and keep them alive 
but also try to employ them on light jobs. 

Women constituted 65 per cent of the 
total inmates and only 16 per cent were 
aged 60-64. Thirty-nine per cent were 
above 74 years of age Occasionally, i c, in 
four or five cases the OAHs included one 
or two mentally handicapped women who 
needed a safe shelter. They were interview¬ 
ed only if they were above 60 years of age 
They were accepted even when they were 
not destitute because they were healthy 
ind could be used foi assistance in run¬ 
ning the homes. 

The 541 inmates of the CAHs were in- 
erviewed getting their demographic pro¬ 
files and earlier conditions of living. 
Thirty-six per cent were living alone and 
I per cent in unrelated families. Addi- 
ional 6 per cent were with remote rela- 
ions making such helpless, 46 per cent, 
fheir retirement age was set out in Ikble I. 

IVo-thirds of the inmates had no sav- 
ngs at all. Another 8 pet cen' had saved 
ess than Rs 10,000. These were very 
imited savings. The data show that 76.4 
ler cent did not have enough to eat, had 
hey not come to OAH. Besides having no 
avings, they often had nobody to help 
hem in their old age. 

Among the reasons for coming to OAH 
4 per cent had nobody to take care of 
hem. They included 45 per cent having 
to money either. Nineteen per cent were 
lone but money was not a stated serious 
troblem. Among those not having 
nybody to look after them 28 per cent 
lad crossed 80 years of age or 45 per cent 
rossed 75 jrears of age. The percentage 


coming to OAH because of differences 
with the son was also sizeable, namely, 
17.9. Another goodly number, namely, 9.8 
per cent did nor want to depend on 
anybody. This category was probably 
from cities and the well-to-do class. Three 
per cent reported shortage of housing as 
the reason for coming to OAH. This was 
probably from cities. The payment by in¬ 
mates per month was given in Ikble 2. 

The question was who was paying for 
the inmates. More than half did not pay 
for their upkeep. IVventy percent paid for 
themselves, 10 per cent paid from their 
meagre pensions. As for the rest relatives 
or others paid for the inmates. 

As for visiting outside the OAH, 76 per 
cent never went out or rarely did sa One- 
fifth went out frequently to visit their 
relatives. On the other hand outsiders 
visited the OAH relatively more. However 
41 per cent never had visitors or rardy did. 
About II per cent had weekly or monthly 
visitors. 

The inmates were unwilling to leave the 
OAH to the extent of 80 per cent. Slome 
had nowhere to go. Some wanted to go 
but they could not 

The inmates were asked about the 
medical help they had or they needed 
before coming to the OAH. They rarely 
needed it but they got it. In the OAH 35 
per cent needed constant help. Still only 
5 per cent were bed-ridden or immobile. 
Thirty five per cent were slightly mobile 
The rest were more or less normal. The 
5.5 per cent blind had obviously limited 
mobility. Mobility clearly decreued with 
advancing age. The health of about 12 per 
cent was normal with no complaints, oire- 
third had only one complaint. IThe rest 
had more than one complaint. Blood 
pressure, eye defects and anaemia were 
each reported by 16 per cent. An addi¬ 
tional 5.5 per cent were blind. The death 
rate for the general populace after age 60 
was about 52.6, deaths per 1,000 while the 
death rate among the imnaies vns 125 per 
1,000. It is (hfliculi to trust this figure adth 
confidence due to the smallness of the 
sample. Ehit it is believed (hat the death 
rate among the inmates was bound to be 
higher since they belonged to the poor 
class living under strain. As for help in the 
daily routiiK 90 p« cent did not need any 
help. The remaining 10 per cent needed 
some kind of help and these included 3.7 
per cent that nee^ assistance in perfor¬ 
ming routiiK chores. 

The majority of the old were living in 
a friendly atmosphere except for one- 
fourth who did not have any friends or 
who did not need any or who quarelled 
with everybody. 


The inmates were fully satisfied with 
life in OAH in 81 per cent cases. About 
16 per cent were not satisfied but they 
believed that there was no other go. There 
was no tendency among the inmates to 
complain because they felt that they were 
hardly paying anything and they had no 
right to complain. 

In spite of the above satisfaction when 
the inmates were asked to compare the 
earlier life with that in the OAH, only 12.6 
per cent found the present life better. The 
rest liked the earlier life belter for various 
reasons. This of course seemed natural. 
The inmates when asked about care by 
their children the inmates did not answer 
because they had no children. But in 31 
per cent cases sons and daughters took 
care of their parents and there too 
daughters did more than the sons. This 
should be borne in mind by parents in 
India who prefer male children to female 

When the old inmates were asked to 
note the good things in old age, one- 
fourth remarked that (here was nothing 
good in old age Another one-fourth 
could net express their reactions. Others 
gave a wide range of answers such as hav 
mg no responsibility, adequate lime for 
hobby or prayer, or enough time for 
enjoying grandchildren’s company. In 
reporting negative things about old age, 
one-fourth again had nothing to report. 
One-Tifth abhorred dependence on others. 
Another 17 per cent mentioned many 
other bad things. IWenty per cent thought 
that old age was a natural event and there 
was nothing bad about it. 

In nursing homes for the old in rich 
countries the main problem of the old was 
lack of good health. This could not be had 
easily after ages of 80 or 85, and there 
were no substitute. In a country like India 
the major problem was of getting food 
when they could not earn. Once that was 
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Arc in Ykars 

Per Cent 

Up to 55 

4 

M - 59 

28 

60-69 

41 

70-t- 

20 

Never worked 

3 

Still working 

4 

100- 341 

Iabic 2: Payments BY Inmates 

Payment Per Month 

Per Cent 

Nothing 

51.2 

-100 

46 

101 300 

13.5 

101 MX) 

20.6 

SOI 

tOI 1 


192 
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loiv^ In (he OAH, the old weiv even 
prepared to work for the institution. Thus 
the OAHs in Maharashtra served as very 
useful institutions needed badly for the 
homeless, helpless or childless. Nobody 
likes the life of an institution away from 
one's own family however if that is not 
available the OAH could be the next best 
choice. 

The Old in Villages 

In the following are analysed the 
601 interviews from eight villages of 
Maharashtra. The villagers were back¬ 
ward, illiterate and out of reach of any 
modernisation. The old villagers had no 
idea as to the kind of problems the old 
were likely to face in the outside world or 
even in the cities of India. Less did they 
know about the care that is offered to the 
old in the modern world or about the 
expectations of the old in modern India. 
They had never heard of the old age pen¬ 
sion scheme nor of old age homes. 
Among 601 old, 280 were men and 321 
were women. Qf the men 22 per cent were 
aged 60-64, 29 |)ci cent aged 65-69 and 
the rest were 70 or over. For women, 34 
per cent were of age 60-64 and 30 per cent 
65-69 years. The remaining 36 per cent 
were over 70 years old. Of the 280 old 
men, 41 per cent were still working on 
their own farms or as casual labour 
besides 16 per cent in other work such as 
business, looking after the cattle, and 42 
per cent were not working. Among the 321 
old women half were not working. 
Twenty-nine per cent were working on 
their farms or as casual labour. The 
proportion of men and women not work¬ 
ing increased fast with advancing age 
especially after the age 70 on. The men 
and women were asked about their work 
patterns at about age 50. Eighty per cent 
were doing work on their own farm or for 
others as labour, less than one per cent 
were not working. But now about 70 per 
cent could not work or had to reduce 
work because of bad health, though some 
tried to pull on because of the need to 
earn. People had no concept of retirement 
and 81 per cent did not think of any age 
as retirement age. Being an agricultural 
community, the notion of retirement age 
did not exist. 

Living arrangements were recorded in 
the survey. About 10 per cent old were liv¬ 
ing alone formed of 4 per cent men and 
14 per cent women. One is here surprised 
to find more women alone because in the 
NSS it was the men who were alone to a 
larger extent. Thirteen per cent lived with 
their spouses and 63 per cent with their 
son’s families. An additional S per cent 


lived similarly but they boasted of being 
the heads of families themselves. Most of 
them, i e, 81 per cent had no detiendents. 
Eleven per cent had one dependent and 
eight per cent had two or more. With ad¬ 
vancing age dependency declined fast 
One has to remember that 16.5 per cent 
had no son at all. Twenty-six per cent had 
only one son (they had daughters). Eleven 
per cent had their youngest son below 18 
years of age. There was no problem of 
help in old age for the majoiity since 69 
per cent were living in households ihai 
had four or more members. 

As mentioned earlier a large ma]oriiv 
was illiterate—62 per cent men and 92 per 
cent women. There were three doctors in 
eight villages T hose having education o( 
12 or more years did not constitute even 
1 per cent. The percentage of illiterate 
increased with advancing age. This kind 
of condition led lo a low level of living 
People had very little by way of linancial 
assets oi propiTiy. Nearabout age .SO. 4.5 
per cent had no income at all, even 21 fiet 
cent more liad an income less than 
Rs 1,000. On the whole 25 per cent could 
not support themselves even without any 
dependency load at age 50. Another 25 
per cent could support half an adult 
beside themselves. About 28 per cent 
could support 2.9 adults nearabout that 
age. One has to remember (hat this was 
the financial capacity of the villagers 
nearabout the age of 50 which .should be 
the peak of one's life as far as earning was 
concerned. That is why 96.5 per cent had 
no savings at all When the old were ask¬ 
ed about the savings for old age, (he ques¬ 
tion sounded strange to them. Fifty-nine 
per cent explained that they had no ade¬ 
quate earning even for the current times 
and hence they could not save. Some had 
used their earnings for the education of 
children or marriages of their sons and 
daughters. Twenty six per cent thought 
that they had land and hence no need of 
savings. There were of course some cases 
where there was land but no one to 
cultivate. There were also some who were 
robbed of their savings. 

Because there were no savings, 46 per 
cent still worked in old age Thirty-five per 
cent retired after age 65 or so. A large ma¬ 
jority had to retire because of bad health 
and found the work heavy. The inade¬ 
quacy of income was bound to make the 
old feel want of food or such items a.s of 
everyday use. Forty-six per cent, however, 
did not express any want. The old villagers 
did not need anybody to look after them 
in 18 per cent cases. Nineteen per cent 
were helped by spouses and thirty-nine per 
cent were helped by sons and their 
families. But when needed even daughters 


wid their hushands helped the old. 
Because of sucfi help a large majority, 85 
per cent, did not feel any inadequacy even 
of food. Only 7 per cent felt that th^ had 
barely enough and 8.3 per cent felt even 
a dearth of food. With regard to health 
complaints. 24 per cent had no specific 
complamt. Anaemia was reported by 16 
pcT vt-iii. Thirty-one per cent had eye 
defects or blindness beside 22.3 per cent 
w ho reported cataract specifically. TVrenty- 
nine per cent had rheumatism or arthritis. 
ITeven pet cent reported asthma. 

These percentages do not add lo 100 
because some people reported two or 
more complaints. The immovable or bed- 
iidden lorined 5 per cent. This percentage 
IS the same as found in the NSS report for 
India About 18.5 (XT cent had limited 
mobility Abtxii half the old were quite 
mobile including 28 per cent still working 
or earning dailv wages. By about age 50 
almost all had reported fail ly good health 
which included 33 jxrr cent proclaiming 
‘not bad' health. When ill there was no 
dearth o( help Twenty-lour per cent did 
not need it, 2 per cent hel|red themselves 
and only 3 |X'i cent reported that they had 
none to help. No cxr>cn.scs were incurred 
bv 51 per cem. Thirteen per cent spent less 
than Ks 100 on medical help during the 
preceding year, while 7.5 per cem spent 
more than Ks 1,000, a sum that was 
needed by an average adult for a year. 

The idea that the old were not respected 
by the present generation was not com¬ 
mon among the old villagers. Only 4 per 
cent reported that nobody respected them. 
A large majority was respected by all. 
Similarly only 6 per cent thought that with 
aging they were being neglected. That is 
why when asked whether the old feel like 
leaving the prc.serii set-up, only 4 per cent 
admitted that they would like to go to an 
OAH. Six per cent said that they did not 
know where to go. On the other hand 88 
per cent were sure that they liked to live 
with their own families. Very rarely were 
there any differences in the family and 
.some reported that even if there were con¬ 
flicts such were bound to be there 
wherever one lived. With this kind of 


f/SBit- 3: Animoi to DfAiii 


Atliludr 

Per Cent 

Never thoughi of death 

21 

Not willing to accept death 

Bored with life, still not prepared 

2 

to accept death 

Do not like death but cannot 

2 

avoid II 

38 

Wailing for death 

9 

Ready lo accept death any lime 
Desiring death before getting 

16 

bed-ridden 

12 
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maktsup of the mind the old could not 
thfaik of going to an OAH. IWenty-nine 
per cent had never heard of OAH. A few 
iweie inepaitd to go to the OAH if it was 
free and if it was in their own village. 
Ihcnty-four percent old thought that they 
were heads of families and how could (hey 
think of leaving their own families? 

The altitudes of villagers to death were 
enquired into. It is worthwhile describing 
the details of this attitude as in Table 3. 

it is important to compare these al¬ 
titudes with those of the old from moder¬ 
nised societies. Similar data are not 
available with us for such societies. Bui 
such a comparison might help us to know 
whether mrxlernisation has facilitated 
graceful acceptance of death. There is 
much talk of euthanasia or mercy killing 
in the advanced world. Are the modern 
people better off to-day to face death? 
One hears stories of the institutions that 
prepare the terminally ill mentally to lace 
death, in rich countries. 

Old villagers were called upon to men¬ 
tion (he good things of old age. Nobody 
was found resigned from life. There were 
only 2 per cent who could not respond. 
Forty-two per cent were happy to enjoy 
proximity of children and grandchildren 
in old age. One could easily see why 
people love life in the family more than 
that in the OA H even with limited satis¬ 
faction of one’s baste needs there. Another 
18 per cent were enjoying (he fact that they' 
were absolved of any responsibilities. 
Another 18 jrer cent were glad that ap¬ 
proaching death will relieve them of 
burden of life. Did it mean that so much 
percentage considered life to be a burden? 
Or does it speak for death being welcome? 
One and a half per cent iccounted many 
sublime matters of old age Among bad 
things of aging S9 (let cent reported bad 
health. Fifteen per cent were bored 
because of no occupation in old age. 
Eleven per cent were worried because of 
inadequate food. 

To conclude modernisation or its ac¬ 
companiment such as growth of in¬ 
dividualism, etc, or the conflict between 
generations should be bad as in advanc¬ 
ed countries or perhaps worse in big cities 
in India but not so in villages. Villagers 
had little idea that in modern times the 
old are taken care of in pubGc institutions. 
Many villagers especially the ones that 
were alone were prepared to approach the 
villagers or their neighbours for help in 
times of need. The II per cent lonely old 
in villages certainly ne^ed help. To leave 
them to the mercy of the villagers may not 
be considered a happy situation from the 
point of view of some: Nor does it seem 
financially possible to provide OAHs to 
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all these. Tltie only workable solution can 
be to offer them old age pension even if 
it is of modest order. 

Money is, of course, not all and it will 
be a part .solution. But one has to watch 
the possible consequences of such an of¬ 
fer of pension on the rest of the society. 
Will those who are living in large families 
and still ImI neglected prefer this life of 
loneliness with a pension? Some may, 
some may not. But one thing is certain. 
The new rural society will not remain the 
same when equipped with old age pension 
as it is now with no alternatives in the 
minds of oldsters. One cannot venture to 
call this phenomenon good or bad but 
whatever the consequences, an offer of 
old age pensions to the lonely helpless 
seems justified. It may introduce change 
in the mental working of all—the old and 
the young. 

The report devotes some space to the 
old age pension schemes in India and 
specially in the state of Maharashtra. The 
Sanjay Niradhar Anudan Yojana (SNAY) 
was started on October 2, 1980 in 
Maharashtra whereby a remuneration of 
Rs 60 a month was offered to the helpless 
old women of age 60+ and men of age 
65 + besides the helpless children pf 
widowed women. I he remuneration of 
Rs 60 was raised to Rs 100 from 1988. 
Starting with an expenditure of Rs 130.5 
million in 1981-82, it increased to Rs 376 
million under the scheme in 1989-90. The 
number of total beneficiaries, males and 
females in the state in 1989-90 was 
3.51,000. These formed 0.45 per cent of 
the total population of the state. When the 
total beneficiaries were classified as old 
age pensioners and others for the year 
1989-90 lor which the necessary data were 
available, 67 per cent, i e, two-thirds of the 
total beneficiaries were found to be old 
age pensioners. Under various assump¬ 
tions the total needy helpless old were 
estimated and compared with the observ¬ 
ed beneficiaries. The comparison of the 
expected and actual for the stale as a 
whole did not seem unreasonable though 
women beneficiaries seemed more 
favoured than men. This is because they 
got (he pension earlier in age and they had 
wor.se health than that of men. 

The data for the beneficiaricis were 
available for each of the 30 districts of the 
stale of Maharashtra. But the variations 
between the observed districts were 
perplexing. The observations for districts 
such as Bombay, Thane, Ratnagiri, 
Raigad, etc, were understandable But the 
variations for three subdivisions of 
Maharashtra such as western Maharashtra, 
Marathwada and Vidarbha vuied enor¬ 


mously lo suspect the figuiel Ror Rlinale 
benenciaries of age tiO-h for thetiute sub¬ 
divisions the actual number/expected 
number x 100 was 104 for western 
Maharashtra, 173. for Vidarbha and 198 
for Marathwada. It seemed that the three 
regions really differed. But there also 
seemed irregularities in eligibility of 
benenciaries in the three subdivisions. 
Both the explanations were plausible 
What is badly needed is a closer examina¬ 
tion of the pension scheme in the three 
subdivisions by launching some new pro¬ 
ject. But it was suspected that such 
irregularities were a usual part of the 
records of the social welfare department. 

It is worth noting that the pension 
scheme, namely, SNAY was very welcome. 
It is helping the old and the destitute of 
the expected order of numbers. A sizeable 
budget of Rs 376 million in 1989-90 seem¬ 
ed substantial for the purpose What is 
lacking is a proper supervision of the 
handling of rinances and the proper 
records. If these are improved one may 
welcome SNAY in Maharashtra as a 
model of old age pension scheme. 

The report under consideration provid¬ 
ed about 90 case studies of the old 
including cases m the OAHs and those in 
(he villages. There was quite a variety in 
the kind of old persons one came across. 
They were absolutely innocent villagers 
who had their troubles arising not from 
old age but poverty, ignorance and 
illiteracy. They believed in the goodness 
of their neighbours and other villagers 
and were prepared to approach them for 
help when lonely and helpless. There were 
many from the OAHs who had their 
(roubles earlier but these OAHs had given 
(hem shelter a nd peace of mind which was 
impossible to get otherwise. The stories 
of (he blind women were heart-rending. 
They speak a lot of the cruelty women 
have to bear in this society. No wonder 
women die at a much higher rate in (he 
Indian society There were city people who 
had the worst old age problons arising not 
only from poverty and crowding but from 
conflicts between generations. In all this 
crowd however there were still many who 
could philosophise and face their old age 
handicaps gracefully accepting with 
dignity what they got. They accepted the 
adverse things as natural outcome of the 
actions of mortals. Even differences with 
their co-shaiers were considered natural 
and hence dissolved. Getting respect, 
recognition, identity, all such considera¬ 
tions once dissolved with old age^ a 
mature judgment prevailed and the old, 
the weak and the inflrm got stronger to 
face the ultimate, namely death. 
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The Third Stratum 
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NIRMAl MUKARJl lucidly brings out 
(f May I) some of the questions rais 
ed by according constitutional status to 
panchayats and mumapaiities through the 
71rd and 74th Amendments More iunda 
mental issues luik in the background 
There is understandable unease about 
the gargantuan centre and its sprawling 
apparatus at Delhi Aside from the ques 
tion of bureauciacy and the class that 
spawns and is spawned by it to which wc 
come a little later, Mukarji’s unease is of 
a piece with a widespread but wishful feel 
mg among many liberal and left circles in 
tecent years that national states would 
somehow stop growing so big and power 
ful in their operations lb the extent 
business (monopolies and imiltinationals 
to be more acoiratc) take away the huidcn 
(and real authority at operational and 
perhaps even last analysis or last resort 
levels), this is easy enough tor most capita 
list societies (And where are the siKialist 
societies anyway’) But even with that, the 
national state and us secular trend towards 
growth seem inevitable, unstoppable 
Tolstoy Kropotki'i and Ciandhi nearer 
home articulated the same noble desires 
which contemporary thinkers whose ideas 
Mukai (I <haies express They ignore both 
the natc re of (hu)man(s) and of contem 
porary economics and their technologies 
1 heir wishing I he nation state, if not away 
and out at least down can and even will 
succeed But only with consequences op 
posed to the outcome they iesiie The 
multinationals will get away with the 
powei and the authonty' 

(liven ihc durability (the break up ot 
some of them along ethnic lines when the 
superstates of the world and the multina 
tionals so desite or are willing, notwith 
standing) and increasing powei and 
authority of the national state, a reai 
rangement of powers and functions within 
It can only be based on new pohutal 
developments Regional parties can well 
be seen as possible instruments of getting 
the Indian union to be a less strong or 
bloated centre tven constitutional 
changes in the direction of more financial 
powers and resources for the slates could 
be visualised, if the polnual momentum 
for this IS developed by regional parties, 
or even a national party commuted to 
decentralisation to states - until perhaps 
It graduates to the status of the govern 
ing national party* The importance of the 
political factoi in giving real effect to 


matters ol constitution and governan< e i 
equally well illustrated by the success of 
Bengal panchayats which Mukarji notes 
along with so many others The West 
Bengal example also brings out the signi 
ficance ot ihe class content of the 
political 

Mention ol clas^ calls fcilh anoihei im 
portant matter not noted by Mukai|i 
though o>ic IS suit h< must bt await of 
It The sprawling stale apparatus at the 
centre andai olhesta.es is symbiotic 
with oui large middle class which con 
tiiiucs to grow m o/c and strength power 
flow uniHed and all India ot itgiutial it 
IS will to some extent detcrmini the 
degree ot dto ntraiisation from tentre to 
stales Assuming that the thud stratum 
can successtuOv be self governing and not 
merely charged wiih development func 
lions would in thistontexi mean an en 
tirely new level of political differentiation 
within the country which I am not suie 
Mukarp or many others who are looking 
for deccntralisMton of government and 
not merely of development work would 
rountenanoc It seems to be a ease of wan 
ting to eat your cake and have it as well, 
when you are looking foi an all India 


WHII I \miik Singh has elaboiated a 
number of aspects concerning the draft 
bill to amend M iharashira IJniveisity Act 
ol 1^74 (Univcisiiy (jovernance in 
Mahaiashira I PB March 13, 1993), he 
has left many issues untouched As there 
has been a sea change since the fust 
University Act 1974 (UA) came into ef 
feel, time is npt to go to t he root of the 
problem Unless the fundamenuls are ad 
dressed, we arc afraid the new Draft 
University Aa 1992 (DUA) shall emerge 
as another ritual keeping many a ques 
lion unanswered 

Like any other piece ol legislation the 
UA was perfect m defining the decision 
making and administrative set up withi.i 
the given parameters It was all right so 
<^81 as the host of affiliated consticuent 
co'leges, univeisity departments and 
reseaah institutions were concerned Whv 
did the UA grow outdated very soon after 
Its coming into being’ Was it because of 
Ihe absence of built in flcMhility’ ( oiipl 


middle class but district and village level 
sell government 

At one point, Mukarji himself callt the 
whole thing absurd He is right in a sense 
and ui an extent he did not perhaps 
realise. The nour glass structure of power 
with weak states between strong centre 
and strung panchayats is uiiviable. Per 
haps the actual operation ol the scheme 
will show up Us problems and lead to the 
necessary ruttection of both the present 
and < urientiv proposed scheme ultimatei)^ 
vii through a larger number of smaller 
slates along with ot couise; more powers 
to the states 

One other point which Iks behind this * 
whok matter is the part played by poblical 
paitv structure Decentralisation at con¬ 
stitutional and governmental level in West 
Bengal has gone alongside a disciplined 
and, let us face it, fairly centralised 
(communi.t Marxist Ulf) parly siiuc- 
ture It IS as much a case ol taking the 
message down liom the top to the bottom, 
of spicading the loots and planting them 
even mote firmly and widely into the 
ground, as it might he of ‘seif govern¬ 
ment or iniiiatises fre>m below 

It IS useful to have disr ussions of Con 
stitulinn, gowmancc and development 
But can tin be meamiiglullv done 
without being (tear m politics and 
political economy' 


ed with that was it the laili re to draw 
clear cut academic, lathei than adimmst 
rativc bouridaiies’ Any number ol at 
tempts to Kvisc the UA after 1974, in¬ 
cluding the present Dl lA were bound to 
lead nowhere due to the exercises circum 
venting the main issues let us addtess a 
lew ot these issues briefly 
Amrik Siiigh lime and again talks of 
the (loliitt ising ol the entire college and 
univr rstiy atmosphere When a college It 
rated at par with other institutions of 
political origin and manoeuvring, no 
other outcome can he expected The 
mushroom growth ot colleges, especially 
in niofiissil aieas is mute witness to this 
happening Along with a directorship of 
i sugar tactory or disiiici central co¬ 
operative bank a milk co operative or a 
iiiaiketirig society or membership of 
assembly or pailiameiu a chairmanship 
ol an cducauon society running a few 
colleges tiom the laiuka or district has 
become a singular indicator of power and 
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(MPOtlgc. That 1 $ how power at the grass¬ 
roots tevtl is generated, nursed and mobi¬ 
lised. How many colleges of this type 
should be allowed to come up? Why can¬ 
not the need for a new college be assess¬ 
ed objectively before it is accorded affilia- 
lion? Both UA and DUA do their best to 
administer, but they lack in planning for 
higher education. One fails to understand 
how an authority like the university takes 
for granted the need for a new college or 
institution. The justification eierdsc from 
zero level will prove a step in the right 
direction. Otherwise the university will 
have to be equipped with the machinery 
to bear an unlimited number of institu¬ 
tions and colleges. The DUA is the right 
opportunity to plan within finite, as 
against infinite, parameters. 

The years after implementation of UA 
encountered problems due to excessive 
centralisation of decision-making at the 
university level. Making of syllabii, their 
modification, -axaminations, university 
senate and other bodies, all kmount to a 
highly centralised mechanism. The DUA 
should have made a departure from this 
centralisation and should have taken some 
positive and assmive steps away from this 
tendency. The programmes framed for the 
development of higher education during 
the recent five-year plans are committed 
to eventual decentralisation. The new 
education policy, 1986 (NEP) spoke highly 
of autonomous colleges, but we are inclin¬ 
ed to believe that the DUA wants to “ra¬ 
tionalise, streamline and lone up” the ex¬ 
isting mechanism and that too within the 
given academic infrastructure Ihen where 
is the qualitative improvement sought by 
the DUA? 

One more count on which the DUA has 
missed to act boldly is college and Univer¬ 
sity finances. Time and again the need for 
a nnancing corporation for education has 
been discussed and recommended favoura¬ 
bly, but matten have got stuck some- 
whm While salary grants are released by 
the government treasury directly to the 
colleges, it is the non-salary grants which 
prove to be very crucial for the develop¬ 
ment of a college. Because they include 
outlay on laboratories, library, teaching 
aids, stationery, maintenance and so on. 
The need for adequate provision for them 
can hardly be over-emphasised. The 
assessment for non-salary grants are car¬ 
ried out once a year and grants are actual¬ 
ly released months after the current year. 
The DUA is not expected to find a solu¬ 
tion to the procedural delays, but it could 
have suggested ways by which the propos¬ 
ed financing corporation would be ac¬ 
commodated within the existing academic 
structure at the cdllege and university 
levels. This single move would certainly af¬ 
fect the performance of a college for bet¬ 


ter. Secondly, the atsdemic world has to 
face a new reality of choice betw^ 
finances for primary education and lite¬ 
racy missions on the one hand and for 
college-university education on the other 
hand. The financing corporation for 
education, if incorporated as a statutory 
body, is likely to attract donors to higher 
education and research institutions. It will 
be an exercise in privatising higher educa¬ 
tion at both the financing and the imple¬ 
mentation levels. 

One of the objectives of the DUA is to 
“promote the study of Marathi and the 
use of Marathi as a medium of study and 
examinations”. The state government in 
Maharashtra has taken positive steps to 
promote Marathi at various levds. Barring 
the metropolitan cities like Bombay or 
Pune, the medium of instruction, study 
and examination has been mostly Marathi, 
even at the post-graduate level. This is 
largely true of social sciences and to a cer¬ 
tain extent of the faculty of commerce. 
This ‘achievement’ has to be examined 
against the backdrop of candidates from 
Mahara.shtra faring miserably at com¬ 


petitive examinations, muvmancem me 
all-India examinations may be reckon¬ 
ed as the sole criterion of the use and ap¬ 
plication of education. It is value- 
consciousness and development of per¬ 
sonality that matter. But is use of Marathi 
the only panacea for this state of affairs? 
In order to sell the idea of Marathi as the 
medium at the higher education level, the 
state government, way back in 1%9, 
created an autonomous board to publish 
totbooks in Marathi at the university 
level. No university showed interest in this 
effort. All the vice-chancellors of all the 
universities in Maharashtra arc ex-officio 
members of this board. More than 500 
titles have been published in Marathi and 
about five crore of rupees have been 
wasted and the stocks are gathering dust 
in the Board’s godowns. It was expected 
that the DUA would come out with some 
more praaical programmes but this 
boldness is miserably missing. 

In sum, the new realties and challenges 
are evaded by the DUA and an action 
replay of the UA has been attempted by 
putting the same in a new bottle 
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Growth and Distribution in Rural 
West Bengal 

Since the collapse of almost all the communist regimes in the iaie 
198()s, the record of the longest-lived, dcinocraiically elected communisi 
government in the woild—ihe C'P1(M)-Ied Left Front coalition in West 
Bengal—has become even more remarkable. It has appeared to a good 
many observers, some o( them (for example, the World Bank) not at all 
sympathetic in general to left-wing regimes, that the Left Front 
government has been notably effective, m the context of South Asian 
rural society, in bringing about changes which have been of benefit 
to poor rural people. What is happening in ruial Wcsi Bengal? 1237 

Marxism's Dilemmas 

Right from its inception Marxism established a direct relation with the 
traditions of the enlightenment. In recent revaluations, Marxism's 
crucial but contested links with the enlightennient have been brought 
under the spotlight taking them as the sign of both its stiengih and 
weakness. Marxism has been qucsiionesi for proclaiming raiionaliiy and 
scientificity as its consliliiiivc, methodological core and for ailribiiting 
a near-disabling emphasis on class as an agent of history A 
discussion of the tradition of critique in Marxism and its 
manifold dilemmas. 1248 


Health Policy 


In its report India. Health Sector 
Financing, the World Bank team lias 
set out to offer an alternative policy 
frame lo cushion ihc impact of the 
crisis generated by structural 
adjustment on the he.xlih services 
However, by choosing health 
financing as a tool (or policy 
analysis and ignoring political 
and socio-economic forces and other 
critical input.s for health 
services developmcni, the learn has 
arrived ai highly questionable 
conclusions. 1207 

In Poverty anti Debt 

Agriculture propei can no longer 
provide the major share of either 
employment or income to 
‘agricultural labourer^' in east UP 
A survey of agriculiural labour 
households in three villages throws 
interesting light on their levels and 
sources of income, consumption 
and indebtedness. 1211 


()n the Periphery 

Despite their relatively well developed 
scientific infrastructures, India and 
China are, and will remain for the 
foreseeable future, relatively 
unioiporUnt in terms of 
international science and scholarship. 
Peripheral in the world scientific 
system, they will continue to be 
influenced by scientific 
developments external to them. 

Why? mo 


Pricing Education 

in the debate on subsidisation of 
higher education, the choice of data 
base and the lelevant indicator 
of cost recovery are vital. 12S9 


(lonfuKcd Opposition 

The touniry must witness ns 
economic independence slowly but 
surely eroded in ihc remaining three 
years given lo the Narasirnha Rao 
gosernnicni because ihe opposnion is 
contused and lacks conviction thdl 
India should really he ehariing a 
course ol action oiher than the one 
being pushed through by Ihc 
minorily govcmineni 1203 

Fnfsh Air 

In Ihe sordid atmos|>herc ol 
casieism, coruiption, lumpenisalion 
and Hinduiva chauvinism, the 
oserwhelmmg victory of the All- 
India Students Association in 
student union elections m five 
universities in UP has come as 
d whifl of fresh air. 1215 

Privatisation 

While privatisation has been an 
important component of Ihc 
transition ol the east European 
countries from socialist to market 
economies, the pace of privatisation, 
the models adopted and the problems 
encountered have differed from 
country to country. 1216 


Material and Symbolic 

When one surveys Jack Goody’s 
work, from Production and 
Reproduction to The Culture of 
Flowers, one observes two kinds of 
movement; first, the movement 
across continents and between Ihe 
past and the present; and second, 
the movement between the material 
or utilitarian aspects of 
culture and ii.s symbolic or 
represeniaiional aspects. A 
review article. 1232 










LETTERS TO EDITOR 


2(1 Years of Slrusgle 

THI Natiimal lYcmcxratu Iron! of (he 
Philippines (N 01 M elebuied its 20 years of 
siruKgle in a lumlum, jointly hosted with 
the Partf of 1 about of »dinum(PvdA/PTB), 
on April 2 > iWm Brussels Welcoming the 
invitees during iht reception, NOI vice 
chairperson I tus lilandoni introduced the 
organisational representatives f hen a video 
on the Revohaionarv Health ( are in the 
Philippines’ was followed by the lonim 
comprising Icus’ talk on the NDI and his 
clan Heal ions on various points from the 
paiticipants 

Resides, the NDI and IVdA/PlB, iht 
lepresenialivts from following ogams itions 
were present African National (ongiiss 
(ANt ), one ( hilean, Marxcstisth la:nini> 
iischen I’arto Deutschlands (Ml PD) I thio 
pcan Imbassy IPKDI, Indian Peoples 
iron! (IPI) Front Dcmokrasi Indonesia 
(FDD, Asian Centte loi Culiuril Ixihangi 
in Kyoto in Japan (A( ( I) Japanese F*c() 
pie’s Movement <)(K against the Second In 
vasion of Asia (JPMVOs), Federation of 
Marxist leninisis of Nederland (FMl N), 
F^rtida Communista del Peru Patna Roja 
and two othci I’eruvians lamilics of Vu 
timsol lnvoluiitary1>isappeaiani,c (I IND), 
and a delegation of the lurkish youth 
F he forum btgan with I tits presenting an 
overvn w of 20 years of revolutionary strug 
gle, which was preceded bs 12 yeais of the 
anti imperialist movement F he history of 
NDF IS inseparabli from that of the ( om 
nunist Party of the Philipinnts (C F’P), 
which was re established in I“>68 Already, 
since 1961, a revolutionary mass movement 
had grown and legal national democratu 
organisations emerged With the ( 1*1’ m 
1968, and the NPA founded in 1969 a 
preparatory < omniittcc PRl P( OM of 
mainly ihe party numbers met m I9tt 
Thereafter on April 24, 19/F was pro 
mulgaled 10 Point PiogramiiK of the NDF 
by leaders of the participating mass 
organisations and tf,c party I he NDF 
presently comprises 1^ dlicd organisation 
including the (T’P and NPA With the [lossi 
ble exception of one national dciiiociatic 
mass niganisation, all othci* wen oiganis 
ed by the paity cadres For conciseness i* 
reproducecl the forum invitation sunimatv 
It hav been 20 vear of struggle ol 
underground and 0 |Kn work giowlh 
development and gras rcKits governance 
I here have been vutoiics and achievements 
there have also been mistakes and shortcoin 
mgs This gro ith has been ihc ic‘ull of great 
saciifices and the ccsitimitmcnt of hundreds 
of thousands ol comrades Inends and alli's 
Revolutionary martvis have shed iheir blond 
many otheis hast undergone imprisonment 
toniire and disapitearances I hrough hard 
struggle and by surmounting many dif 
liculties, tlx NDI has giown inio th 
organisation ii i, lodas 

Ihe allied mg nis,uionc in ihe NDF arc 
'irmly rooted in ill ihc ’iginficnii is| md ol 
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the Philippines The people’s war continues 
10 advance moit and more organs of the 
people s polilK al power continue to be buill 
in ih( cuuniiysidi The agrarian revolution 
hcalih cart literacy campaigns and other 
grassKKUs programmes of the NDF- are now 
benriiling luindicds of thousands in Ihi 
rural areas I he mass movement has also ad 
vanced in ihe towns and cities 
The entire revolutionary movement is now 
undergoing a reciification process Several 
big errors of the past decade have been iden 
iified and are currently being corrected 
enthusiastically (hioiighout the country and 
(Ihe lectiricaiion process) is laying the foun 
dation of greater unity and strength, and for 
fiirihei revolutionary advances 

I he NDF persists in its struggle lot a just 
enduring and liberating peace and has issued 
Its Agenda lor a Just and I nduiing FVacc 
ihai comprehensively addresses the ooi 
causes of ilit armed conflia 
As Ihc NDI enters Its third decade wi in 
deed have many reasons to relehraie 
III Ihc concluding session, liiis gave 
claiifications on various points raided by the 
participants 

Within the C PP, he said contentions e\ 
isl due to revisionist tendenc les, but not ol 
a big degree rherc are splinlcr groups in the 
Negro region, but not seiious Duiing the 
icctific.ation movements, a new formation 
has emerged a small one decreasing in 
strength Oveiall, there is a continuing 
dialogue and coriection of errors of the past 
I he collapse of the Soviet Union and other 
cast F uropcan regimes is a collapse of rcvi 
sionism, rather an unmasking of revisionist 
regimes after FO F5 years of take over of 
scKialism This is to have a long leim 
positive effect on revolutionary movem<*nts 
all over the world The increasing crises in 
the capitalist and third world counttics pro 
vide favourable opporiunitiev for a new 
surge of a higher order, despite an apparcMit 


increase in Ihe power ol neo imperialism 
Japanese imperialism continues to have 
adverse relations for the Philippines, in 
association with the US imperialism, and 
also the Oerman However, Japan is number 
one in aid, loans and trade in the south-east 
Asian region It has contention with the US 
but also collusion with respect to the third 
woi Id The question of the peasants getting 
tired of their revolutionary enthusiasm does 
not arise Altei all, throughout their life and 
since ages, they have suffered the misery of 
exploitation by the rich How car they gel 
Hred of the hardship* of revolutionary strug 
gles whu h can lead them only lo a better 
lilc’’ Who can get tired’’ Only those if pet 
IV bourgeois origin, never the peasants 
III 1986, there were certain elements m (he 
left movements who held illusions about Ihe 
Aquino regime tor land rcloims hut their 
cxpeiienccs soon ltd thim to disillusion 
nient On the question ol talks with the pre 
sent gtsvcrnmcni the purpose is cicaily a 
ccinscilidaiion ol the tevolution's gains I hen 
IS 1 deal understanding in commencing the 
dialogue On th( one hand ii is recognised 
that the Ramos regimr has ro siiiciriiy as 
It indulges in talks and • iniultaticously 
engages in intensive war with ma*sivc bom 
bing of the legions under revolutionary con 
trol On the other hand the t. PP believes 
in revolutionary struggle and in the irmed 
struggle as tht mam task I he tac lie al aim 
of talk* are not to allow the Kamos regime 
getting a positive image with ihc NDI pul 
ting forth coticieit proposaK foi a )u*i and 
enduring |>ea< e, with full coiifidcnci iii 
achiesing that in the mam only bv levotu 
tionary struggle Inothei words thecngagi 
ment in this arena ol snuggle i> to evpnsc 
the reactionary regime, gam some re Ik ' with 
a letting up ol stare pressure on the revolu 
iionarv movement 

N SiMiii 

Holland 


''ubarnption Ratei* 
Inland 

(III luding Nepal and Bhutan) 


(in rupees) 



Si* moiilhs 

Oik veai 

Two (Jis 

1 hr» < VC ir* 

InsiKulionv 

— 

47S 

<X)II 

n2S 

Individual* 
famci aRKinal Ralrw 

200 

F7S 

7<I0 

lors 

Teacher* Rtvearchers 


2S0 



Students 


19S 



< omessional rale* are available oiilv in India 

To avail ol concessional rales. 

ceitific IK from 

leleyani institution is essential 





Re-niltameh* money order/bank diali puvialuidci requeued 

Pkasr aJd Rs 14 to ouisuiton I 

cheques towards ban) colleclion i haigcs 





iMivqm 


(in US f) 1 


Air Mail 

Surface Ma 1 I 


InMiiiith ns 

Individuals 

Instil ulions 

Individual* 

Pakistan Bangtadesh 
& Sn Lanka 

USA Canada UK furopic 

N) 

'0 

40 

20 

Japan New Zealand 
Australia & USSR 

I'S 

80 

/O 

40 

All other countries 

80 

SO 

JO 

30 

All remiltance* lo pronomic and I’niitiral Rn LI* 




Lconomii. and Political Weekly June 12, 1993 



t ( GNOMIC 
AND 

POLITICAL 


June 12, 1993 


Receding Recovery 


T in Mvuld icoiioiiiv IS in j stale ot disarrav ^^llh the 
im>n<'tarv m)iii*ivi cinpliwcd hv most mdustiialiscd soin 
iriLS lo' Itar oi inilulion ihcir ekoinmiies vnrc pluii^td inio 
a pi nod ot Uvission thici voars apo Bui, except lor con 
laiiiiiu'Mi III iiiii.iiioi), no inaior macro economic ohiectui 
ot sttiMiiial ictoim has heen achieved during the period 
since mw High and in some cases giowinp levels («1 
budget delicii iiuJ iaii’i puhhi debt shortage of domtaic 
s.isinp gem i all>, pe'siitem BoP imbal inces trade tensions, 
unciiiairilies ot cschangc laic iiioMnienis and, above ail 
inueasis m uneinptcivineiii laies have chaiacierised ihi 
iconomii perloimaiici ot alimoi all indiisiiiahsed loimtiiis 
in ihc (iceni pciiod this puiocl ha also brought to light 
till Mideiimg gult bciw enihi maiiotionomu peiloimanct 
ot industtiahsed icmntiies and the attainment ot iheit 
s(u leial goal' I he laii of growth in woiid trade volume in 
creast d to 4 ptr vent in t992 from 2 6 per cent in IWi due 
to aggi ‘ssivi dr pencil nee on cxteiii,il tiadc as an engine oi 
glow ill toliowii.g ih( narrowing of domestic demand g'encial 
Iv Init woiid outpi’t grew b\ oniv Ob pet cent in 19^2 against 
t) i t’l'i itnl til Ihv previous veai Ihe (iNP growth ot tin 
me! istiial wotld during the veai was onl\ 1 per cent a< 
against 0 jnr sent in 1991 Moie impoitantly, the estimated 
unemtilosment rate lor thr OE ( !) countries which had fallen 
to 6 2 p< lent towjids the - nd of the last iccoverv phase 
111 I9'90 iiiLicased to ' 9 pei cent in 1992 In absolute terms, 
the nambei ot pcoph* uncmploved in the OI CD area rose 
to rnilhon m I9*»? .i new post wai tecord 

Ih . the inure woiid economic situation is markedlv 
uncertain iscMdent Irom tin inahilitv ot many international 
OI iruillilateral oigamsatioiis to forecast the shape ol things 
to come Ihe liVU had fo ecasi, in December 1991, a (jDP 
gtsiwth of 2h pel cint in 1992 for the industrialised coun 
lues, the foit'casi was reduced in Octobci 1992 to 2 per cent 
and, tmallv, tlic estimate has now bt*en pegged at I 5 per cent 
1 he I IS, which sutfcicd an absolute tall in ical CiDF b> 1 2 
pit cent in 1991, showed aii impiovi rnciii ol abouf 2 per cent 
.11 1992 but continental I mope loi the second yeai in sue 
lession and Japan lui the lust time laced serious recessionary 
iimdiiions in 1992 lor 1993, the IMf forciast in October 
1992 a giowlh ol 2 9 pet cent loi the developed countries 
whuh has now been irimmeJ to I 7 per cent In the case of 
'Vest (icimany .i propcicd growth of 2 pci cent lot 1991 
tias now been converted mto an equal contraction in CiDP 
lapan's LiDE', whicli expanded by 4 pet vcnl in 1991 gicw 
bv iust i 1 pel leirr m 1992 and is expected to grow by I 1 
pel cent in 19'>1 \say.unst these IME foivcasts, thcOlL D 
has futiher mduced its .ilready bical lorccast of I 9 per cent 
lor 1991 made m December 1992 to I 2 pei cent in icspect 
oi Its 24 member couiiiiies lui lapan, the Of ( D does not 


expcM a giowlh r.iie higficr itidii 1 pt‘i cent in 1991 1 he most 
dramatic difteieiices m loiecasts relate to those for the US 
I he IMI had initially loi ecasi a lobusl expansion in the US 
economy in 1991 ot 1 pei cent which ha^ been raised to 1 2 
per < eni m ns latest Horld I lonomu Outhiok lo an extent 
this was induced bv the acctleraiion m the IIS giowth rate 

III the last two ciuaiteiv ot 1992 at 1 4 pei cent and 4 8 per 
cent, respectively, making the 19<)2 full ycai growth respec¬ 
table at 1 2 jjci cent 1 ikewisc OE i D which in Decemlrer 
1992, piojected US growth at 2 4 per lent foi 1991, has irr 
proved ii to 2 f> pci cent m its latest protections made in early 
June 1991 Rut indication' are that the US economy is not 
showinc the expected robustness Initially the US eommcice 
deparimeiit placed giowth in the lirsi quaitcr ot 1991 at 3 
pel cent, but slashed it to I 8 fici cent at the provisional stage 
ot estimation inid way and now it has dtasticallv levised the 
figure down lo oiilv 0 9 pei cent \ major cause of gloom 

IV the acute recession that continental f iirope has sunk into 
\s already mentioned, both the IMI and Ihe OEC D expect 
(lermaii <iDP to contract by about 2 per cent m 1991 and 
iccovci only moderately m 1994 I he E uropean members ol 
iheOlC D as a w hole are expected toexpeticnet an absolute 
tall ol about 0 1 per cent in CiDI* m 1991 

A major soiiice of concern has been the failure of Ihe 
growth process to make any impact on’ the growtnp 
unemployment in the industrial world Ihe OLC'ET expects 
that the uiicinplovmcni late will use from 9 per cent of 
tlie OE-C D labour force in 1992 lo 8 1 pei cent in 1991 and 
further to 8 6 pet cent in 1994, despite possible increase in 
the GDI* growth rate from I 2 pet«ent to 2 7 per cent in ihe 
next (wo years As a icsuli, the absolute iiumt>ei ot the 
unemployed is likely to go up liom 15 million in 1992 to 16 
million in 1993 and liirther to 16 ^ million in 1994 This im 
plies that the OF-CD’s E-uropcan member states will have a 
total of nearly 21 million jobless bv the end of 1994, the US 
8 21 million and Japan I 7 million OE( D Europe will ex 
pcnence a sharp increase in (he unemployment rale from 9 9 
per cent in 1992 to II 4 per cent in 1991 and furthei to 11 9 
per cent m 1994 (icrmany’s jobless are expected to increase 
from 4 million m 1991 to 4 5 million in 1994 or from 10 1 
per cent to 114 per cent of Ihe labour force The OIXD 
secretariat has aigued that social cohesion m the industrial 
countries will be ihieatcncd if unemployment persists at the 
cuirent levels Apart from significant rationalisation of 
labour deployment ef lecied by liims m the context of exter¬ 
nal I ompetiiion and laboui displai emeni due lo contraction 
ol detence* and delcitce lelaied industries, OECD officials arc 
concernc'd that this lime unemployment has been falling more 
slowly than in ptevious upturns in countries such as the US 
] he rales of reduction ol dcicnce expenditures ate expected 
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to a(±derate fr6m7.S per cent in 1986-91 
to 13 per cent in 1991-94 in Germany and 
7 per cent to 21.4 per cent in the US. 
Besides, it is not just the volume, the dura¬ 
tion of unemployment has been prolong¬ 
ed in recent years. Furthei, loss of jobs has 
been widespread, affecting white-collar 
workers and middle and upper manageis 
far more severely than previously. 

The governments of industtialised 
countries appear to have reached the end 
of their wit.s and can do little to stimulate 
growth and create jobs. This is evident 
from the OFCD’s admission that there is 
little scope for expansionary monetary or 
fiscal policies; it only urges member- 
countries to reject protectionism and 
focas on improving the skills of workers 
to combat unemployment. The central 
banks of the major industriali.sed coun¬ 
tries have shown considerable determina¬ 
tion in pursuing monetarist policies and 
curbing real economic activity along with 
inflation. They have, however, cut interest 
rates recently to give a stimulus to revival 
of economic activity. In the US, real in¬ 
terest rates, have reached near-rcro levels 
and short-term interest rates are at their 
lowest levels in the past 30 years. The UK 
has also reduced its real interest rates 
significantly aft^r it came out of the Euro¬ 
pean exchange rate mechanism (ERM). 
Other FCM countries have, however, not 
been able to effect any drastic reduction 
in real rates due to their anxiety to pro¬ 
tect the ERM, though they too have cut 
their nominal rates. Growing budget 
deficits have become the single most im¬ 
portant constraint on pursuing a stable 
policy for economic revival The US 
budget deficit has shot up from an average 
2 per cent of GDP inil988-89 to 3 4 
per cent in 1991 and further to 4.4 per cent 
in 1992. low leveb of domestic saving, 
large household debt and debt service 
burden and the weak financial position oi 
the household sector remain key lacturs 
in preventing a stronger US recovery, as 
they have ruled out any significant growth 
of household consumption expenditure. 
The example of the UK is even more in¬ 
structive in this respect; the country has 
moved from a small budget surplus of 0.2 
per cent in 1988-90 to a deficit of 2.7 per 
cent in 1991 and 6.3 per cent of GDP dur¬ 
ing 1992—without the government having 
resorted to any counter cyclical fiscal 
policy, l.ikewisc, the budget deficit has 
deteriorated in the case of the European 
community as a wnole from an average 
of 3.4 per cent in 1988-90 to 4i6 per cent 
in 1991 and to 5.3 per cent in 1992. The 
lesuiting increases in interest burden have 
begun to crowd out other forms of public 
spending. 

Another source of imbalance has been 
the current account deficits of the US and 


Europe on the one hand and the persis¬ 
tent expansion of the current account 
surplus of Japan. Japan's current account 
surplus more than doubled to $118 billion 
in 1992 and is expected to ri,se to $137 
billion in 1993, because the US is facing 
ihc J-curve effect following the deprecia¬ 
tion of the US dollar vis-a-vis the 
Japane.se yen Conversely, recessionary 
conditions in continental Europe and 
Japan are hampering US exports. The 
current account deficit of the US has 
galloped from about $38 billion m 1991 
to $62 billion m 199^ and is likely to go 
up to $101 billion in 1993. Almost all 
developed countries other than Japan arc 
likely to face a rising cuircni account 
deficit. 

As the IMl has reported, the recent in- 
aeases in prnaie sector indebtedness 
relative to asset values and incomes, com¬ 
bined with the cautious lending policies 
o< financial institutions because nl then 
large non-pcriorniiiig assets, are also likely 
to contribute to the slowing down ot the 
pace ol recover) in the industrial coun¬ 
tries Despite fiscal and monetary stimuli 
III ihc US, Japan. UK and Canada, private 
consumption has remained subdued. 

I mall), 'be failure to attempt the 
targeted convergence among the EEC 
cxniniries as pei the benchmark criteria .set 
out in the Maastricht treaty in such mat¬ 
ters as exchange laies, fiscal deficits and 
interest rale difreieniials, as also the trade 
tensions amongst the three blocks of 
countries—North America, Europe and 
Japan—have worked to prevent a world 
economic reawery and led to a further 
strengthening ot protectionist tendencies 
amongst developed countries, in such a 
milieu the growth and trade prospects of 
developing countries clearly cannot be in¬ 
sulated from the gloom enveloping the 
developed economics. 

GOLD 

Stoking the Demand 

THE Wot Id Cold Council (WOC) is a 
promotional association of gold produc¬ 
ing companies lium 14 countries and has 
its headquarters in Switzerland and of¬ 
fices in 12 other countries. The Council, 
which has the primary objective of 
'’stimulating demand for gold by pro¬ 
moting its consumption in jewellery, in¬ 
vestment and industrial uses", has been 
closely studying the situation unfolding 
for gold in India for many years, it has 
finally decided to open an office in 
Bombay sooa Revealing this development 
recently, the chairman-elect of the WGC, 
R A Plumbringe, who is also the chair¬ 
man of Gold Eickls of South Africa, 
sounded exuberant about the gold market 


in India. He said that wiUle feaisTiailbitsn 
expressed in some quarters tfiat the 
liberalised gold import policy might kill 
the market for gold in India, he believed 
that such apprehensions were unjustified; 
in fact the actual offtake of gold in the 
country had increased since the liberalisa¬ 
tion. No doubt there was a marked shift 
in the sources of gold flow into India, 
from smuggling to officially-encouraged 
inflow. Fur Plumbringe, this hardly mat¬ 
tered; he thought that India, along with 
the West Asia; South-East Asia and 
China, had become a dominant factor in 
world gold trade. The International 
Business Week (New York, June 21, 1993) 
has also emphasised the importance of in¬ 
creased demand from India and China as 
a factor in the recent bullish trend in gold 
prices. 

The WGC has dashed the hopes of 
policy-planners in India that the liberalis¬ 
ed exchange rate policy combined with the 
official blessing for gold import would 
end smuggling and eliminate the unof¬ 
ficial (‘havala’) exchange rate for the 
rupee. Nothing of the son has happened. 
Reports suggest that the rupee is being 
quoted at one US $ - Rs 34 in unofficial 
dealings in the Gulf compared to the 
official rale of around one US $ Rs 31.44. 
While the spread has no doubt narrowed 
from 15 to 20 per cent to 8 to 10 per cent, 
the havala market will persist so long as 
the government retains the figleaf of the 
NRI route of importing gold or until it 
formalises the free import of gold entire¬ 
ly through officially-recognised channels. 
(Clandestine imports of silver and con- 
sumci goods also support the ‘havala’ 
market, but their contribution is small 
compared to that of the gold trade.) 

W'liai has government policy on gold 
achieved? It has reduced the domestic 
price of gold which, as economic logic 
would suggest, has led to a sharp increase 
in the demand for gold in India. Total 
gold imports, clandestine and legal 
together, arc estimated by authoritative 
agencies at 260 tonnes in 1992 against 162 
tonnes of gold smuggled in during 1991 
(when legal imports were not permitted). 
Out of the 260 tonnes imported in 1992; 
as much as 168 tonnes were smuggled and 
98 tonnes were imported through NRIs. 
The annual survey of the London-based 
Gold Fields Mineral Set vices for 1992 ha.s 
revealed that India continued to be the se¬ 
cond largest gold fabiicatur in the world, 
second to Italy, with the country's fabrica¬ 
tion going up from 187.9 tonnes in 1988 
to 233.7 tonnes in 1991 and further to 
306.6 tonnes in 1992. In addition to 
fabrication, there was an additional 50 
tonnes in the form of investment in gold 
bars in 1992, taking total consumption of 
gold in India in the year to 3S6 tonnes 
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which » divided into (i) clandestine ii»< 
ports of 168 tonnes, and (ii) legal supplies 
of 188 tonnes consisting of tonnes of 
NRI imports, 2 tonnes from domestn, 
mines, 75 tonnes of scrap and 18 tonnes 
of imports under replenishment scheme 
for jewellery exports Again, as per the 
WGC, India has purchased 118 tonnes out 
of the 623 tonnes of gold bought round 
the world in the first four months of 1993 
The foreign exchange spent on 260 ton 
nes of gold in 1992 would work out to 
approximately S 2 8 billion It is now 
widely acknowledged that even the legal 
import of gold through the NRI route (140 
tonnes in 1992, valued at US S I 5 billion) 
IS by and large undertaken and financed 
by the smugglers’ netwuik Therefore, for 
both smuggled gold and NRI imports, 
there would be demand for dollars which 
has to be financed from the Indian 
sources through the ‘havala’ route lexcept 
for genuine imports by individual NRIs) 
There is an insatiable demand for gold in 
India and gold is known to be a price 
elastic commcxlily wi'h the high elastikitv 
further stimulated by an environment of 
liberal imports and laxity in enforcing tax 
compliance Any governmental measure 
which goes to reduce the domestic price 
of gold will thus bnng about a more than 
proportionate increase in demand lor 
gold, which Ik what happened in 1992 
The price ol gold which was ruling ai 
Rs 4,770 per 10 grams towards the end ol 
February 1992 in the Bombay bullion 
market crashed to around Rs 4,200 aitei 
Ihe new gold policy was announced and 
generally ruled 8 to IS pet .ent lower 
throughout 1992 But the demand lot gold 
jumped by over 60 per cent in 1992 The 
logic of the WIjC’s arrival in India and 
the government’s new gold policy imply 
iree import of gold very soon As a result, 
there will be a giowmg outlay in foreign 
eichange on gold import, and it is unlike 
ly that this foreign exchange outflow will 
be compensated for bv the inflow of ad 
ditional foreign exchange due to arresting 
of capital flight, in,.luding that by the 
‘havala’ route adopted by the NRIs 

ASSAM 

Changing Political 
Ef|uations 

Kamaroop! writes. 

THE simmering proxy war between the 
United Liberation Front of Asom (ULFA) 
and the CPI(ML) (Vmod Mishra group) 
that has been going on, apparently with 
out the direct participations of either of 
the two organisations, in the columns of 
two weekly newspapers published from 
Guwahati, has now come out in the open 
The polemics that followed the extended 
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visit to Assam Vinod Mishra the 
general secretary of theCPKMl). culmi 
naling in the May Day tally that he ad 
dress^ in Ouwahati, has been especially 
virulent though it was not siear whethi i 
these, especially (he sustained ati ick on 
the politics ol lhe( PI(MI ) rtfleeted the 
actual Slews of Ul IA These uncriiaintii s 
have been lemoved by a statement issued 
under (he signature o< Anups lietiafalso 
known as Ooiap Baiu i) Ul lA ^eiuiil 
secretary, dated May 28 

AnupCheUas tatemeiil whivh icjds 
almost like a iccycli ig of the published 
attacks on the ( P!(MI ) takes cxccpium 
principally to v hat is described a* the con 
spiracyof CPI(Ml) to split Ul IA It also 
accuses the patty ol playing ‘the illegal 
migrants caid’ with a view to dt'stioying 
III FA Thking exceoliun to the u ported 
stand of the ( FKMl) that on iht is lu 
of illegal migrant the posiliuri oM I 1A 
was no diffeienl from Ihai of Ihc ( on 
gress(I) or ’he HJP Anup C helia s state 
ment cn>jiiie*rs that on the eontraiy a 
similatity (>* perception on the illegal 
migrants is‘ue is shared by ( ongiess(l) 
the RIP and the < PI(MI ) itself Accusing 
the C PKMl) of adopting a ‘two faced 
policy’ toward >UI (A seemingly actom 
modaling at onr point and openly hostile 
at anothci the statement also pointediv 
rcfeis to the enormous dispaiilies’ in 
Vmod Mishias viewsori ULI Aasexpres 
ed duting his May Day rally siieech in 
Guwahati and m an interview that he later 
gave to 7/if tjior >mic Times, ( aieutia 
on his return -parts ol which have been 
recently claiified as ‘misreporting’ 

1 hese polemics only reflect the now-on 
now off character of the relationship that 
has always existed between the two par 
ties Indeed, these tensions and contradic 
lions, which can be traced back to a 
period when LI' IA was not a formal 
force, have been neec ssanlv influenced by 
the relatively non antagonistic stand that 
this faction of the radical Left took 
SIS a vti the ann foreigner agitation in 
Assam Sharply distancing itself from 
every other pailiamcntary or extra parlia 
mentary Left formation, almost all of 
which were highly critical of the Assam 
agitation, the Vmod Mishra faction of the 
CPl(ML) had extended qualified support 
to the agnation even while maintaining its 
independent stand Foi instance, the 
leadership of the Autonomous State 
Demand Committee (ASDC ) in Karbi 
Anglong, the organisation which is 
spearheading the ongoing agiution in the 
two autonomous hill districts for their 
constituiion into an autonomous state 
within Assam, which is now known to 
have been for long an active constituent 
of the CPI(ML), was also active in the 
anti foreigner agitation, though it broke 


with the post-agitaiion AC»P leadership on 
the issue Q* an autonomous state 

A similar kind of qualified and criiiul’ 
support to thi political demands of 
Ul i A short ol ns slatect obiectise ol 
Swadhin Asoni charai lerised (he icia 
iioiiship between the ASD< and Ul lA 
t'ptciallv in the Katbi Anjiong distiist 
w hi I tl L A sDC wasiii (Kiwer during the 
hcighi I I Ul lAs activities in Assam as 
Will as dining the period when army 
cipci iiioit \y< rc launched and Ul FA was 
on the nir However with the return of 
ifu ( (tngicss(l) to power which was 
qiiisilv I kllowed by the ousting of the 
A Dt aqininistmion in Dipliu all the 
pi (in al t(|ii,itioio in tilt St lie ate being 
•■pviewcd Ih filling out between the 
< PifMI ) and Ul IA appt ns to be part 
ol this pio es unlikely lo be affected 
ubsiariii ills (is tht iiioit sonsidcied 
clitilicitioiis iliailiisc lollowcd 

f urih 1 liven Hit I indaiiienlal ideo 
logical (livi Ii hMwtcii Ihi ( PI(MI ) a 
paits whose ors noiiitmlaiuieafliimsils 
comnntmcni to India as i poliiical unit 
and 1>1 lA whi h n nets dial coiittpl the 
brt ik was iiu-Mi ibk I he as < tisaiioiis that 
have lollowtd ihii th« ( PifMI) was 
piopagaling and >stn i mmiraging alleged 
ly non txisttnf dilftrcntcs iti Ul FA 
kadership oi that its whole thrust in 
Assam h is hten to citbiliHit and linally 
dtsttoy Ul lA stem to bt discoveries 
made following Ihc Vmod Mishia incut 
sums What is rathe urpiising has been 
the virukiKt of the polemns of the pro 
XV wai waged by publi ists of the two lor 
■nations Anup( heliasdinet inlervenlion 
now leiiioses all ainbigui'y about whether 
thise proxy wais were being waged by 
over zealous loyaltiis from outside or 
whethei these rellected the actual stand 
of I I FA 

WISl BLNf.AI 

(Condoning Violence 

“HOW many divisions does the l*ope 
have*’ was reportedly Stalin’s quip to 
Truman’s proposal that the FAvpe also he 
invited to the post war peace parleys The 
Pope did not have any, and therefore, he 
could not pass muster at that time But 
the Vatican had its revenge decades later 
when Its reserve army in Ihc form of 
faithful C atholic ficKks in Poland, directly 
led by a C ardinal who is the present Pope, 
shook the foundation of the Polish part 
of the post war order that Stalin had built 
so meticulously 

This old, perhaps apocryphal, account 
finds an echo in West Bengal's influential 
information minister, Buddhadev Bhatta- 
charya’s retort to the CPI MP Gitg 
Mukherji’s public complaint about the 
rPI(M)’s violence against her party’s 
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batei irt pKrtu of'ihe Hooi^ly (jistnct 
Rhatucharya had reportedly followed 
Sialin in questioning the f PI MP’s tre 
dentials in terms of her mass following 
Bhattacharya, it appeals, was gently .or 
itued by Benoy C howdhury, formally his 
senior in the stale cabinet and undoubted 
ly his superior in teim* of sobriety m 
judgment ( howdhury pointed out that 
there were o< casioiis in history when even 
one half of one (lei cent had made a 
significant difference 

What Bhattacharya pci haps overlooked 
or failed to appreciate was that segments 
of public opinion, beyond the CP1(M) s 
committed peripheiy yet unattached to 
the bandwagons of the Congress oi the 
EIP, may find in letons of (his sort a 
stimulus foi hardening their altitude 
against the CPI(M) Indeed, lor the im 
partial and concerned public, the question 
at issue IS not the mass sanction behind 
the complaint of violence, but its fat tual 
foundation 

If people are allowed to drift into the 
belief that violence even against a Left 
front ally is condoned by a leading 
CPI(M) minister, then obviously BJP or 
Congress charges of a similar nature 
would find a fertile soil to blossom lux 
unantly ‘Di/ry 'with success’—even if 
some CPI<M) leaders think they have a 
right to be “they should not^ forget the 
*build-u| of critical forces an^ processes 
all around m the state and the country as 
a whole; demanding utmost discietion on 
the part of a force claiming the mantle of 
the leadership of the dcmcKratic and pro 
giessivc forces 

PURCHASING POWf R PARI I ^ 

Hidden Agenda? 

WHY IS the decision of the International 
Monetary Fund to use (he purchasing 
power parity instead of (he dollar ex 
changes rate for the currency of a coun 
try in estimating its total output making 
headlines’’ After all, the concept of pui 
chasing posver parity can be said to go 
back to none other than Ricardo In recent 
years fairly credible attempts have been 
made to quantify (he panties between dif 
fereni countries The UNDP compilation 
of a human resource development index 
has been making use of these panties for 
some years new So, if anything, the IMf 
IS a sort of Johnny-come lately in taking 
to (he panties And still its conversion, 
however delayed, has made the news 
Whi** 

It cannot be because as a consequence 
of the changed bases of estimation the 
ranking ol various develoinng countries 
has improved or that giants like China and 
India (in terms ol their size) have replac 
ed major developed countries in ranking 


With respect to total output or even that 
the developing countries, as a group, is 
lound thereby to account for more than 
onr-third of world output (as against less 
than one fifth on thh basis of the dollar 
acchange rate) Once the panties are 
estimated reasonably correctly foi (he 
various countries (he calculation of the 
iotal as well as per capita output of each 
of these and their tanking is a simp'e 
exercise in anthmclic 

Obviously, It IS the IMI stamp on the 
use of panties that is considered signifi 
cant And what meaning could one lead 
into the change in IMF’s practice in this 
legard’ Om can only raise questions iii 
response < nve n the fait of the number o‘ 
clients for IMI assistance increasing and 
given also llieir requirements of assistance 
and given, ai the same lime, the extreme 
reluctdiice of i he controlling voices in the 
IMF to expand the oigaiiisalion’s air'is 
to resources, would it not be natural lor 
the f und to devise strategies wh'-icbs the 
demands of the older clients can b« lediic 
ed somewhat in order to accommodate the 
requirements of (he new clients’ If 
developing lountnes can be shown to be 
not as badly off as was believed to be th< 
case when then iiuoincs were calculated 
m terms of the dollar exchange r.iti 
naturally the lase for assisting them even 
for purposes that an organisation like the 
IMf IS supposed to cater to, becomes less 
strong 1 he f let tliat the World Ban) has 
yet to be converted to the idea of swiicliing 
ovei to the purchasing powei paiitv mas 
well be pan ol the overall straiegs ol a 
‘siep-bv step approach But the movi may 
well be louiid the (oriier 

The strategy seems to be to redme thi 
share of the developing lountries m ihc 
total resource transfers, multilalcial no 
less than bilatcr il 

PARISIAN 

INe'H' (ilonstituency 

I Hr dismissal of Nawaz Shanf and his 
subsequent leiristaiement lollowing the 
Supreme C oun ludgment have, it would 
seem, given a fre< h lease of life to Sharil’s 
political career At the same time it has 
put president Ghulam Ishaq khan and 
more significantly Benazir Bhutto in a 
spot Sharifs reinstatement has also serv 
ed to consolidate a new constituency other 
than the landed traditionalist forces, 
which istinly beginning to seek and con 
solidate poliucal power through demo 
'ratic means 

At the time that Sharif was dismissed, 
the'balancc ol forces wju, such that he had 
been rendered more or less powerless For 
one thing several of his supporters within 
the ruling alliance had deserted him And 


had he moved the motion to revoke the 
aghth amendment, there was little chance 
of It being passed But by dismissing the 
government Ishaq forced the newly emerg 
ing sections supporting democratic reform 
to take a more forthright stand delinking 
themselves from their pro Pakistan 
I’eople’s Party past 

I he general tcelmg was that even if 
Sharif had been entirely icsponsible lot 
the events which led lo his fall, Ishaq’s 
actions lould not bt londoned I vtn as 
they were loiiitM lied to draw jtleiition to 
tht rampant conuplioii and mismange 
mini III ihc Sharil goiciniiKiit, thfv were 
willy niily forced to qiiistKin the dr'tno 
cram basis ot Ishaq s moves 

file Supiemc ( ourl s veTdicl and (hi 
big vote ol confidenit he has received in 
the National assembly hast gone a long 
way in lesturing public confide mi in 
Sharil especially bci ausi ii h is also 
meant tht return ot soriii ol those who 
had moved away fioi,i him in ilit period 
befoie his dismissal I lie (lis>'Oliiiion ol 
the a>semhlie> in Pimiab iml (he North 
West Provinces and tin iiiKcrlamms in 
Sind have ot (.oiirse r ladt Ihinj > moit 
dicey bei iiist iht ditision 'o hold tlic 
turns will uepetid on thi sou ol support 
Sliaiil can expect in these rtgion, As ii 
hapiieiis the govunor' of all iiic lour pro 
since, arc likely to be with ihc president 
Ihc L.ahori high coiiii oidci is.iicdlaU 
this week iistoiing the Piiiiiab assembly 
pending a final decision itUr ,oinplclic>n 
ol the heating is especially sigiiifieant 
now Sharif will iic> doubt make good use 
ot the interim (leriod Iht pc in ion in 'he 
lahoie high court challenges rlissolutuvn 
of the Piitiiab issembls on lire ground 
that a sole ol no corifiiknce against the 
chief ininistc t had hecn tabled in the 
assembly bcloa he advised the goveinor 
lo dissolve the htviise 

sham can now ailoid lo Ik niagia 
nimous with the Pakistan People’s Parly 
and seek to reach an unde tsianding hut 
he cannot atford to do without Kcna/ir 
Bhutto’s support Lsjrtctally because in 
Sind where the PPP has had traditional 
support. It IS striving ha d to bringdown 
the chici minislei or force a dissolution 
of the assembly And Bena/ir Bhutto has 
htlle option but to r ome lo some agree 
ment with Sharif 


SulMcriptioa Nunibcn 
SubKifbeni are nqnoictf lo nol* 
thor BabKriptioQ Numben nen- 
uoaed OB the wmppm Md quote 

with the diciilMioa rtrpertmfi 
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aiMPAlNlES 


Hurt by Cut in Public Sector 
Investment 


Jairaj Kapadia 

MANOALAM C I MI-N7 is the lirsi te 
mcnt company to have deslaied its tinan 
iidl results fur the year ended Marsh M 
As the results anrioimccd early in May 
were poor, the market was shocked Now 
the company has released the lepuit and 
accounts for 1992 93 and on goinj? 
through that it is possible to examine the 
reasons for the setback in the results 
Although both production and dcspai 
ches of cement were higher at 3,92,416 
tonnes and 3,96,052 tonnes > oinpared to 
3,88,258 tonnes and 1,85,973 tonnes in the 
previous year, net sales, inclusive of sell 
consumption of ks 163 lakh against Rs 67 
lakh in the previous year, recorded a 
decline (rom 5 842 lakh to Rs 4,74S lakh 
Profits suflcred more owing to depressed 

The Week'n f.onipunies 


cement pi ices and due to severe restiaints 
exeicised by the government on its pm 
chases As cement consumption on 
government arconnt is 35 40 per cent ol 
production of the industry, the diiectois 
observe that, ‘‘it puichases are resiiKted, 
the prices of cement ate bound to icmain 
depicssed” 

There was a fall ot 10 to 20 rupees in 
cement price per bag during the year On 
the other hand, there was a steep hike in 
the cost of coal, railway freiglit and (luwei, 
rumulatively o< the order ol Ks II r>ei 
bag Besides, coal supplies were made 
(juate and o* pool quality (ovetiiig a 
linkage up to otilv 62 per cent toi the 
company, while the balance was piocurcd 
Iroin the open market at exorbitantiv high 


cost In this connection, the direc tors state 
that it all thi linked supplies are met by 
tin government, the additional cost on 
loal mcuiied could be sated and used 
moic pioductivcly fot iniMteine jtioii and 

^•paiMoii 

cine obscives liom the published ac 
couiiis ihii iiitciest chaiges escalated to 
.1 iignic ol K> 122 lakh Irom Ks lakh 
III ihc (irevious tear Ihis, ol coiiist*. was 
III ihc w.tke ol high iiitcrcsi laic', although 
loan liincis ihiiing the vi ai incieasc'ct Irom 
k- 1,W1 iikh to Ks 11,677 lakh bin all 
ol this itii aicount ol king term boiiow 
nil" At the sinic lime [lacking, lor war 
d>iig ind disii ilmtion i x|)ensis wc n( ,ip a 
big margin liom Rs ^89 Ukh to K* I fC' 
lakh as iTiisi.cllaiKouscx[pcrises iiiciiasid 
Irom Ks 123 Lil h to Ks llil lakh follow 
mg the sctb.ii.1 III [iioliis ihe diviclind is 
pniiK d tioin 74 p< i n in lo ,() |H’i ci ni 
but the suiiilu^ ot [It lilts earned otci is 
moio dl Ks 688 lakh i omiiared to R S'N 
lakh in the {nesioti si at 

Ihe dividend lovcis iinicasid shair 
cxipital tollowiiig a right i'sck ol 42,6/,(118 
shares which was made in (Klcibi' 1992, 
III the iiiopoiiioii ol ihicH sliaies *oi cieiy 
five thaies held at a [ircmiiim of Ks SO [kt 
share Ihete ha*' aitiued from ihc nghis 
issue Ks 2,t27 lakh in shaie pu mium at 
louni wiih reserves and surplus aggic 
gating to Rs 5,97 7 lalh lonipaicd lo 
Rs 3,781 lakh m Ihe [nevious ycai Ihc 
company invested an additional R* 75 
lakh in Mangatani I iinbei Rrodiic is an 
associate company 

I hecoin|>any having ns woiks at Kola 
district in Rajasthan is in the [sroecss ot 
selling up a new plant at the existing siii 
111 ihe name oi Noor Shree ( eineni with 
an annual capacilv ol 6 lakh tonnes pet 
annum I he trial runs of tin ciasheiand 
the kiln were taken in Maich ihi> yeai ami 
the mills and the pad mg plant arc to be 
commissioned dill iiig the third ctuarlti ol 
the curieiit financial year 

PUNJAB VtOOK OMBI RS 

Buoyed liy Import 
Liberalisation 

1 he equity shaie ot Puri) ih Nkoolcoiiibers 
which IS ol Rs 10 face valiK* ii ^.uiientl) 
traded on the Bombav Siosl 1 xdiangcat 
Rs 18? 50 It was qtioli d at Rs 450 in the 
Inst quarter ol 1992 Ihc a tip is now 
quoted as compaied with the lompany’s 
cainmgs for the vcai ended Match 31, 
I9‘72 at a far more aii'ac toe laiio ol II OK 
as compared with what was tin i ase early 
last yeat 

Ihe prospeus cd ih< company arc 
reinlorcfd b> the present libeiahsed 
impoils which arc critical lot Punjab 
Woolcombers in its manufacture of wool 


/Rv /uA/ii 


M4iti((«tlan) ( Liiteni Punjdb WiN:>l<.omlH.rs Polymer Pd(Hr« 


1 manciai InJicaicvr* 

Mdich 

Match 

kfarch 

Maivh 

Maicfi 

M<ii>li 


1991 

1992 

1992 

19*71 

1992 

1*791 

/n< ome/* i/K’rtjfi pntlio 

Net sales 

4 MS 

584,‘’ 

4017 

1121 

526 


t xcivc duty 

1119 

941 

1 


r 

SS 

Olhn incoini 

Increavr (dCvrrav | in vrai end 

lOH 

l(4> 

SI 

II 

HO 

15 

(inishrd shk k 

27 

71 

(861 

2S*7 

17 

7 

Raw maieiidiv scinsumrd 

hoo 

668 

2218 

?08'l 

156 

101 

iAiwer a'ld lurl 

1815 

1784 

127 

114 

1? 

II 

Ocher rnanulactuiing expenses 

209 

227 

26S 

280 

6 

6 

Labour cost 

2 79 

227 

INK 

281 

45 

14 

Ocher expenses 

1241 

879 

227 

16' 

% 

80 

Operating piofiis 

716 

1641 

768 

601 

(• 

65 

tnicresl charges 

122 

78 

294 

19’ 

}. 

18 

Cjross piolils 

594 

1565 

t74 

409 

41 

47 

Oeprecialion 

256 

260 

126 

IIV 

1 

t 

Prulils before lax 

118 

1105 

148 

290 

16 

40 

lax provision 


725 

ISO 

llkl 

14 

15 

Profit* after tax 

118 

580 

198 

190 

22 

25 

Oividends 

1 lahililifi/assrli 

162 

199 

42 

40 

9 

s 

Pa'd up capital 

1117 

■'ll 

120 

12.) 

92 

46 

Reserves and surplus 

5977 

1781 

1010 

8* ' 

67 

56 

Ixmg term loans 

10752 

2117 

12' 

r6 


4 

Short term loans 

870 

1104 

910 

61S 

109 

5* 

Other liabiliiie* 

2021 

2028 

501 

506 

99 

97 

Cross fixed assets 

20704 

9666 

1610 

1517 

152 

148 

Accumulated depieciaiiun 

1014 

2664 

776 

651 

94 

87 

inventories 

M2 

702 

1104 

995 

112 

74 

or which linished goods 

259 

232 

>12 

598 

84 

47 

Receivables 

561 

417 

507 

426 

117 

79 

Ijoans and advances 

I2U1 

1498 

112 

124 

29 

22 

< ash and bank balances 

172 

237 

142 

61 

|5 

15 

Investments 

III) 

85 

150 

7,. 

12 

8 

Other assets 





4 

1 

Total liabiliiies/asseis 

20 759 

9961 

2888 

254 S 

167 

2S9 

key ftnam ml ni/ios 

Tlirnover ratio 

0 21 

0 59 

1 19 

1 11 

1 41 

1 81 

Return on sales *!■ 

12 52 

26 79 

II 80 

12 10 

8 |7 

9 89 

Return on investment** 

2 86 

15 71 

16 41 

16 0' 

It 72 

1815 

Reluin on equity 

4 75 

12 91 

1/ <2 

1941 

IJ 84 

24 51 

laming per share 

2 97 

8 16 

16 47 

15 77 

2 42 

5 15 

Dividend (3h) 

20 

24 

15 

11 

16 

to 

Book value per share (Rs) 

47 24 

1/ U4 

91 86 

81 20 

17 11 

22 (18 

( urrtnl market price 

51 25 


182 50 


25 


P/E raiio 

17 26 


II 08 


1(131 
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acrylic tops and yarn and blended yarn 
Its operations during 1991 92 were ar 
cumscnbed by the various curbs which 
were imposed on imports But such is not 
the case now With imports liberalised, the 
performance of the company will be bet 
ter for 1992 91 Moreover, the last year’s 
credit squeere, another restraining faaor, 
IS now relaxed 

Despite the resiraming factors, however, 
production during 1991 92 increased in 
value in combing section irom Rs 17 90 
lakh to Rs 1942 lakh, with production of 
acrylic tops amounting more at Rs 609 
lakh against Rs 4 84 lakh in the previous 
year In spinmng section, the output was 
marginally more at Rs 14 57 lakh against 
Rs 14 54 lakh in the previous year Sales 
improved and so also profits and the com 
pany also declared a slightly higher divi 
dend of 35 per cent compared to 33 per 
cent for the previous year 

A small beginning was made in export 
with the execution of an initial order for 
woollen worsted yarn received from Hong 
Kong Wool combing operations are being 
modernised in a phased manner The 
company has joined as a co promoter in 
the joint sector company, Oswal Sugars 
which has commenced production of 
sugar with a capacilv of 2.500 tonnes cane 
crushed per day at Mukerian Punjab 
With an investment of Rs 58 50 lakh, in 
vestr.ieni as at the dost of the year (mam 
ly in group companies) have increased 
from Rs 71 55 lakh to Rs 150 05 lakh 

POLYMER PAPERS 

Promising Outlook 

Mymer lepers. New Delhi, is taken up for 
review for two important reasons First. 
It IS engaged in a sophisticated field of 
manufacture of impregnated and con 
verted technical/filter paper as well as 
manufacture of filter and testing equip 
ment, in addition to special adhesives and 
synthetic resin Secondly, there is seen a 
good potential in industrial use of im 
pregnated filler paper and in export of 
filter equipment 

Explaining the position, the directors in 
their report for 199l>92 observe that the 
outicmk is promising since (i) the paper 
division continues to show inrrea^ 
volume and value turnover, with the com 
pany ohee again securing the entire order 
for South Central Railway’s requirement 
for 1992>93, (ii)the filter division business 
IS showing substantial growth in the two 
new areas of an intake fllieiation systems 
and lube oil filters foi diesel loco tract<on 
with prospects of regular exports develop 
ing, and (iit) the engineering division has 
added new ranges of equipment for export 
and IS also finding additional markets for 
the same. Exports by the company are to 
advanced areas like the US. Japan and 
West Europe. As against foreign exchange 
earnings of Rs 86 lakh, foreign exchange 

laXM 


ouiiiow was nil in ixvi-va 
In spite of increased overall sales turn* 
over in 1991-92, the company registered a 
lower profit because ol increase in produc 
tion costs and tight money market con 
ditions while certain export orders of the 
rngmeering division could not be covered 
in the year’s results, as the shipments were 
made onlv aftei the close of the year A 
nghls iisue of Rs 46 lakh, increasing the 
share capital fiom Rs 46 lakh to Rs 92 
lakh was oversubscribed The year’s divi 
dend is paid p/o rata on the rights shares 


DHANANl (iROUP 

Emergini^ Conglomerate 

The Dhanani group is slowly emerging as 
a well diversiiied corporate conglomerate 
in the country Its closely held public 
limited companv, I iberty Fertilisers, took 
over in October 1991 MP Agro Moiarji 
Fertiliser' a Bhopal l>a>ed lettilisers 
manuiactuiing company from Dliaiamsi 
Morarjec Chemicals lot the past two 
years MP Agro Moraiji lirtilisers has 
shown excellent results loi the vtar ended 
March 3l 1991 saics rcgi tcied a growth 
o! 16 per cem at Rs 6'’9 lakh is against 
Rs 46l lakh in the previou* vcai Piofit 
alter tax lumped by 4<X) per cent and 
stood at Ks 41 lakh as against Rs 10 lakh 
in the previous vtar lor the v'ar ended 
1991 92 the company paid a dividend ol 
15 per cent lo part tinancc its expansion 
and niodernisaiioii programme the com 
puny IS coming out with a rights issue of 
ftr on June 21 ol 21,40 000 equity shares 
in the proportion of five equity shares ol 
Rs 10 each it par for every one equity 
share hr Id aggiegating Rs 214 lakh 
Sayaji Hotels (5HL), a Baruda based 
three stai hotel, one ol the first ventures 
of the Dhaiiam group, ha' also shown 
good results for the second consecutive 
year of operations and dec 'ared i 22 per 
rent dividt nd T he shares of the companv 
which weic oPeied lo the public it Oc 
tobet 1992 ait now quoted at R, 20on the 
Etaroda stock exchange. The company has 
drawn up an expansion piogratnme and 
IS also in the process ol acquiring 
hotels/resoris in other cities 

The third company of the Dhanani 
group, namtiv Welterman International 
(WIL), IS located at Savli taluka near 
Barexia, a state notified backward area 
that 15 eligible for state subsidy and tax 
incentives It has entered into a technical 
tie up with a leading Italian firm for ihe 
manufacture of unit leather soles The 
civil woiks of the project are nearing 
completion and machinery imported from 
Italy has arrived and is being installed 
Ptoduction IS to start shortly The project 
to cost Rs 484 lakh, is appraised by the 
Industrial Finance Corporation of India 
The IFCl has coctended a term loan of 
Rs 124 lakh The company is to make a 
public issue of Rs 315 lakh later this year 


CORE nVRENTERALS 

Expansion Project 

C ore Parenterals has received SEBI con 
sent to offer 75 31 lakh aero per cent 
FCDs of Rs 25 each on 11 rights basis to 
Its shareholders and part B debenture 
holders amounting to Rs 19 crore, each 
FCD to be converted into one fully paid 
up equitv share on April I, 1994 The 
company also plans to offer to Ihe Indian 
public and NRIs 43 lakh equity shares of 
Ks 10 each at a premium of Rs 140 
amounting to Rs 79 crore. These funds are 
proposed to be raised lo pan finance its 
ongoing expansion and diversification 
pioject of Rs 161 crore The bilante is 
proposed to be financed through internal 
generation of Rs 30 irorc, and export 
oriented concessional interest and other 
term loans of about Rs 14 crore 

C PI IS the largest manufacture! and ex 
porter of I V fluid' in India and one of 
the largest in Asia Ihe expansion cum 
diversification project is expected lo in 
c rease < PI s capacity of I V fluids by four 
times to 17 50 cioit umts/ytar and the 
small volume paren'erals capacity by three 
times from 6 crore unit ./yeai to 18 crore 
uniis/year At the same tunc < PI will 
have a large produet ion base ot about 7 
eroic units/year of sienle disposable 
hospital products The lirst phase of Ihe 
project has already gone into production 
and C PI s capacity of i V Iluids ha> gone 
up Irom 4 crort units year to 6 crore 
umts/yeai Tlit second phase involving 
three times increase in production capact 
ly of small volume parentcrals from 6 
crore ampoules year to th cioic am 
pouks/yeir is «tl>c m the final stages of 
completion liu third and final phase is 
likely to go into production iheicifier 

K iC I which have appiaised the f PI s 
piojecl and are aLo lead inanageis, have 
estimated ttia* its total iiuome md net 
profit after txu are likely to be Rs 207 troa 
and Rs 61 crore respectively alter eomple 
non of the projec* They have furthei 
estimated that on an enhanced equity of 
Rs 20 33 crore I’s i PS i hkelv to work 
out to Rs 11 

Between 1989 and 1991 CPI s sales in 
creased 19 times from Rs 2 47 crore to 
Rs 45 37 crore, net piofits increased 80 
times from Rs 011 crore to Rs 9 crort and 
there has been 20 fold increase in icjcrves 
and surplus from Rs 016 crore to Rs 13 25 
croie, gross block increased from Rs 4 25 
crore ir Rs 71 36 crore, with the asset base 
going up by II times, with a compound 
growth rate of 100 per cent CPL has 
declared two consecutive 11 bonus during 
1990-91 and 1991 92. and has been able 
to maintain an EPS of more than Rs 20 
on the increased capital on pm rata basis 
For the year 1992-93, CPL has declar^ 
a profit alter tax of 9 crore and a divi¬ 
dend of 40 per cent 
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RANDOM REFLECn<)NS 


Cat on a Hot Tin Roof 

Anin Ghoah 


The country must witness its economic independence slowly but 
surely eroded in the next three years given to the Narasimha Rao 
government because the opposition is confused and lacks 
conviction that India should really be charting a course of action 
other than the one being relentlessly pushed through by the 
minority government. 

No Policy 

All this is part of the game; but what 


COME the summer months, a strange 
languor descends on Delhi. Parliamen¬ 
tarians are anxious to see the end of a long 
budget session, and the debate lacks both 
lire and preparation. In any case., the 
budget this year was not supposed to be 
discussed in parliament; we have opted for 
a committee-style functioning of parlia¬ 
ment (much like the US Senate) without 
adequate preparation, and without any 
staff support to the numerous committees 
set up to go into the working of different 
dcpartments/mini.stries of the union 
government. The days of incisive debate— 
with people like the late Jyotirinoy Bosu 
studying papers, probing into nicely 
hidden secrets, and asking searching 
questions—are over. 

Of course, part of the ennui is the direct 
result of the desire of a// political parties 
not to topple the government. You arc op¬ 
posed to government policies, you are op¬ 
posed to many of the tyties of action taken 
in the budget, but you are also clear in 
your mind that the government should not 
suffer a defeat in the house. Obvioasly, the 
debate then lacks conviction. You move 
a cut motion; and you—as also the 
treasury benches—know that a large part 
of the opposition would absent itself from 
the house at the time of voting. That this 
would happen is well known even to rank 
outsiders. In such a situation, the treasury 
benches cannot be blamed if they get 
cheeky and cocksure of themselves. All 
they need to do is to listen ptrlitely, and 
then go on doing whatever they are 
ordered to do by Washington, DC. 

Come the end of May, the lucky ones— 
politicians and bureaucrats alike—have 
important business in London, Paris, 
Geneva, Washington, DC, oi may be 
Ibkyo, where the weather is more bracing 
at this time of the year. The less lucky ones 
can find seminars to attend in Ooty or 
Shimta or perhaps Pachmarhi. The 
citizens of Delhi can brave the heat, and 
face both massive power breakdowns and 
perennial shortage of water. But why com¬ 
plain of dry taps in Delhi? In most parts 
of the country there are no taps; there is 
a long trudge to fetch drinking water from 
wells a kilometre or may be two or three 
kilometres away 


is inexplicable is the development of a 
‘weariness’ of the opposition parties. And 
why is there this weariness? The reason 
is simply that the opposition is confused; 
it has no consistent policy; it lacks con¬ 
viction that India should really be char¬ 
ting a course of action other than the one 
being relentlessly pushed through by the 
Narasimha Rao government. 

Let us analyse the situation. The op¬ 
position has r/ifve major groups: the BJP, 
the Janata Dal (and its break-away fac¬ 
tions) and the Left Front. The BJP, with 
financial support from the trading com¬ 
munity, is basically happy with both the 
economic policies of the present govern¬ 
ment and the manner of handling of 
social issues (including the festering Babri 
masjid-Ram Janmabhoomi dispute). 
Narasimha Rao's policy of inaction, his 
determination to ‘let the lap.se of time 
resolve all issues’, suits the BJP very nicely. 
After all. the masjid structure has now 
been levelled to the ground; and all 
manner of ‘yagnas’ are being organised 
by unholy, government-backed ‘godmen’. 
Time seems to be tilting in favour of the 
BJP; with the lapse of time; a temple for 
‘Ram Lalla* wou/d get built in the Babri 
masjid area; and all the secularist forces 
would be watching in dismay, unable to 
do anything other than organise protest 
meetings, which would be broken up and 
the leaders hauled off to jail in the interest 
of ‘law and order', same as B D Sharma 
in Bastar and Mcdha Patkar in the Nar¬ 
mada Valley. 

What about the Janata Dai? If ever 
there was a confused leadership in any 
organisation, you have to take a look at 
the Janata Dal. The acknowledged leader, 
V P Singh, and the leader of the break¬ 
away party, Ajit Singh, have no objection 
basically to the economic policies of the 
present government. After alt, V P Singh 
was prime minister and Ajit Singh in¬ 
dustry minister when the then government 
suddenly tabted in parliament without any 
preparation, a policy statement to allow 
free inflow of forrign capital into selected 
Industries, the list of the itidustrics being 


proposed to be tabled later. It is a different 
matter that an attack from within the 
party by Cha ndra Shekhar led to no fur¬ 
ther action be ing taken on this issue then 
I'he brief poin t is that the ianata Dai has 
no specific agenda as of now; its main 
agenda (during the 1989 elections) regar¬ 
ding the ‘right to work’ was given up in 
favour of gimmicks like waivers of alt 
farm loans up to Rs 10,000—to all 
farmers, courtesy Devi Lai—which the 
then Planning C'ommission had strenu¬ 
ously opposed, suggesting that the funds 
could be better spent for local area 
development, through the implementation 
of the ‘right to work’ programme, guaraiv 
teeing every adult citizen eight hours of 
physical work every day at the minimum 
wage (provided a fortnight's notice was 
given to the local authorities of the 
availability of .such labour and its dura¬ 
tion), and the labour utilised for local 
works calculated to improve the moLsture 
retention capacity of the soil in some 100 
million hectares of ‘degraded’ land in the 
country today. 

We arc left with the Left Front which 
is today confused because of the collapse 
of the Soviet Union and the sharp 90 
degree turn— we need to note it is not a 
180 degree turn—taken by Deng Xiaoping 
in China. In any case, the left Front on 
its own cannot topple the government; it 
needs all the opposition parties to be 
determined to go to polls for a fresh 
mandate from the people, on a specific 
agenda. And, as staled earlier, the parties 
are unclear about their economic agenda. 
The BJP has a limited agenda, to some¬ 
how build a bigger base for itself around 
Hindu fundamentalism; the Janata Dal 
has no agenda; and the l^ft Front is 
confused. 

Economu Sclnario 

Meanwhile, what is the scenario on the 
economic front? Fortunately for the 
common man (and luckily for the govern¬ 
ment). the 1992-93 monsoon was again 
favourable, we reaped a bumper harvest 
and foodgrain stocks with the public 
distribution system arc plentiful. The 
prices of foodgratns, oilseeds and fibres 
iiave come down, thereby pushing down 
the annual (point-to-point) rale of in¬ 
crease in the index of wholesale prices to 
between 6 and 7 per cent. (That, with such 
a bumper harvest, prices have still gone 
up, because of the inept fiscal policy of 
the government, appears to have been lost 
sight of, in the euphoria over the reduc¬ 
tion in the rate of inflation.) And now, 
again happily for the common man, the 
1993 monsoon promises once more to be 
good, for the sixth year in succession. 

It speaks volumes of the mismanage¬ 
ment of economic policies that with six 
years of consecutive good monsoons'— 
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(<>niething of a record in the meteorolo* 
gical history of India—and with 66 per 
cent of the workforce engaged in agri* 
culture (as per the 1991 Census), we still 
face an economic crisis in the country, 
with inflation, with a horrendous balance 
of payments situation, with dwindling 
employment opportunities, and with in¬ 
creasing corruption in every walk of life 
It also speaks volumes for the present 
policies of the government that there is a 
steady (and inexorable) thrust for privati¬ 
sation of public enterprises, even as the 
private sector’s management ability is 
shown up in the recent TlSCd brawl, with 
the most outstanding manager in the 
person of Rust Mody systematically run¬ 
ning down the company he has served for 
53 years; and even as the rapacity of 
private financiers is revealed, layer after 
layer, much like an onion, in the bank- 
cum-stock exchange scam (which has left 
the major commercial banks and other 
financial institutions facing a loss of mote 
than Rs 5,000 c tore of depositors’ money). 

But we seem to learn no lessons, we 
seem to be totally deaf to reason. Not sur¬ 
prisingly, because the opposition has con- 
dusivcly demonstrated its unwillingness to 
bring down the government, no matter 
what new .scandals are unearthed, no 
matter what depths of ineptitude—or 
servility to our new masters in the World 
Bank and the IMF—arc revealed. For a 
change, India lacks a government. Tlie 
pieseni ’bunch of jokers—to use a phrase 
used by the late Rajiv Gandhi in another 
connection—does not constitute a govern¬ 
ment, it is a coterie of compradors to in¬ 
ternational finance capital. 

Obliuino nv 

TWo recent issues of The Economic 
Times (New Delhi, June 8 and 9, 1993) 
carry two news items of grave importance 
The first headline (of June 8) says ’India 
to adopt patents on drugs, says Icommerce 
secretary) Ganesan’. it was known, it wa.s 
predictable. More than 200 members ol 
parliament had signed a (rctitiun to the 
prime minister in 1992, opposing the 
Dunkel proposals on GATT reform, 
demanding a joint parliamentary commit¬ 
tee to discuss t he proposals, and protesting 
against the slow capitulation by India to 
the demand.s of international finance 
capital on the issue of Intellectual Pro¬ 
perty Rights. India has always opposed 
product patents. And, in the matter of the 
patenting of seeds, Batram Jakhar annou¬ 
nced in parliament—amidst cheers—that 
India would never surrender on this issue 
Well, the parliament session is over, and 
Balram Jakhar promised nothing on drug 
patents. India has already been taken over 
by multinationals, through deliberate en¬ 
couragement of overspending in the 80s. 
through clever financing of India’s 
balance of payments deficits through 
shoft-icrm credits. ‘Come into my 
parlour’ said the spider to the fly; and the 
fly cheerfully obliged, in the midst of 
tremendous euphoria in the country of a 


mom thdit S per <»n( rate bf growth 
GDP in the second half of the 80s. And, 
since our trade deficit continues (even 
after two years of ’stabilisation policy’), 
since we are under constant threat of the 
flight of short-term capital, with the 
danger of default on external payments 
obligations looming large, we have to 
agree to everything that international 
finance capita I demands. Does it matter, 
after all, if a li fe saving drug costing Re I 
today were to cost Rs 15 by 1995? Those 
who can afford to pay will use the drug 
and live; what does it matter if some of 
the poor people in this overpopulated 
country were to be carried off by a curable 
disease? Do we not hear the argument in 
every drawing room that the poor in this 
country breed like rabbits’’ 

Mark the occasion—parliament is in 
recess—and mark the person making the 
announcement, the official negotiating 
the Dunkel proposals. We have to do as 
we are told, the decision is being taken by 
people silting in Wa.shington, DC, and not 
by the elected representatives of the 
people. 

And now the second bit ol news (in The 
Economic Times of June 9; ‘Autonomous 
agency for PSD disinvestment recom¬ 
mended’, (by the Rangarajan committee) 
says the front-page headline. Well, did not 
the World Bank recommend the same 
thing? Why should the government bother 
about such mundane details as which 
public sector enterprise should be asked 
to disinvest or how much or at what 
(throwaway) price the equity is to be sold 
to the private sector? The government 
should; (a) tax the rich less and (b) balance 
the budget through the sale of the equity 
of public enterprises. How else do multi¬ 
nationals grab such enterprises as IOC, 
ONGC (which is being specially converted 
into a company, to enable its privatisa¬ 
tion), BHEL, HMT, NALCO, HZL and, 
in fact, a host of other crucial (and highly 
profitable) enterprises? These enterprises 


ire 001 being privatised to mke Uiem 
more efficient; riwy an being privatised 
to reduce the government bud^ deficit. 
And what better way than to find a’com- 
plaint, yet sharp person to head the new 
‘autonomous agency’. A pity, V Krishna- 
murthy is no longer an acceptable name; 
but it should not be difficult to find any 
number of others who could play the 
same role. 

The JPC, investigating the bank-<um- 
stock exchange scam, is not authorised to 
look into the mini-scam concerning the 
earlier sales of PSU shares. One can rest 
assured, parliament will not be consulted, 
parliament will merely be told these 
matters are to be decid^ by an indepen¬ 
dent. autonomous body. How autono¬ 
mous, and how independent, are ques¬ 
tions that should not be asked. 

Trapped 

Members of parliament who do not 
agree with many of the present economic 
policies of the government—including 
many members of the ruling party—but 
who yet do not wish to topple the govern¬ 
ment are in an uncomfortable position. Is 
it that they feel trapped like a cat on a hot 
tin roof? 

It is hot up there. But it could be hot¬ 
ter if they jumped down to a waiting 
dog—in the shape of the electorate- 
ready to jump at the cat’s throat. Better 
to stay up on the hot tin roof as long as 
possible, for who knows, the electorate 
may have different ideas about who 
should represent them, if fresh elections 
were to be ordered. 

So the country must witness its econo¬ 
mic independence, its prize assets, slowly 
(but surely) eroded in the next three yean 
given to the Narasimha Rao government, 
because the opposition—much like the 
prince of Denmark—is unable to make up 
its mind: Do we, don’t we topple th« 
minority government? 
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Simplistic Approach to Health 
Policy Analysis 

World Bank Team on Indian Health Sector 

Debabar Ban«*iji 


A World Bank report on the health <xctor has set out to offer an 
ilternative policy framework to cushion the impact of structural 
idjustment programmes on health services But by choosing 
health financing as a tool for policy anah sis it has arrived at 
highly questionable conclusions 


IHF secretive World Bank Report India 
Health Set. to' hnam ing, has been widely 
X>mmenud upon in the national press A 
Abrid Bank team paid a five week visit 
n March April last and claimed that the 
inalysis and the policy outcomes were 
;enerally endorsed bv senior health sector 
scrsonncl in India (p 1) Indeed, based on 
i ‘vigorous’ discussion at a meeting of 
‘India s mo't eminent htalih polic 7 
esearchers chaired by the Secretary ol 
dealth” the team tlami' that the report 
n ttiany wavs it a joint statement of the 
wo sides (pi) it Is woithv of note that 
I substantia! majority ot those who at 
ended the meming were not even ac 
4uaiiite(l ATith some of the basic literature 
eomeriing growth and development of 
public health practire m India, not to 
sepak ot health policy reseaich with ns 
political, administrative, technological, 
epidemiological and sociological dimen¬ 
sions I hat might be the reason why the 
distinguished participants of the meeting 
failed to note that health Tmancing Is a 
part ol the wider academic field of health 
economics, which in turn forms only one 
component ol health systems reseaich for 
developing effective public health prac 
iices under given ccmditions Health 
economics has inteicsr, among others, in 
the complex questions of identifying more 
effective uses of given resources A health 
service system is a complex eniity, where 
a large number of variables, deriv^ Irom 
a large number of disciplines, are in com 
plex interaction with one another The in 
teraction determines the output ol the 
system This output needs to be optimis¬ 
ed, using the methodologies of opera¬ 
tional research and systems analysis In 
this sense, research in health economics 
becomes a component of the even larger 
Held of health systems research Optimisa¬ 
tion of complex systems in order to get 
the maximum returns from a given quan¬ 


tum ol resources thus becomes the corner 
stone of research in public health pra> tier 
and health policy research (Banerji 1985 
362 64] Tor instance, in considering a 
programme lor containment of malaria m 
India, It IS important to ensure that ade 
quate inter disciplinary research has been 
earned out to have the optimal solution 
ot the problem The question of financ 
ing comes after (he problem of optimisa 
lion ol the system is attended to There 
IS, indeed, a likelihood that the current ap 
proach adopted for malaria control is nut 
cost effective [Bancrji 1985 142 44) In 
such an eventuality, clamour lor a mere 
increase in the funding of the malaria pro 
gramme may result in increase of waste 
of resouiues Health human-power develop¬ 
ment, National AIDS Control Piu 
gramme, the health service system, as a 
whole or in the form ol its components 
(e g, hospitals, medical colleges or PHCsX 
are other examples ol systems that need 
optimisation, before the question ot 
financing is considered The heading on 
page 13 of the report, ‘Lnhancement of 
L fficiency through Redirection of I unds 
IS a good example of the narrow and ob 
viously distorted approach adopted in the 
report as if lack ot redirection of funds 
IS the only cause of inefficiency The focus 
on health financing, to the exclusion of 
the wider issues of optimisation has 
sharply distorted the problem analyses 
and the tolubon suggested by the World 
Bank team It has put the issues upside 
down 

The team is expeaedly simplistic in 
making policy analysis The report makes 
a sharp contrast with the National Health 
Policy of India (NHP) of 1982 [GOI 
1982] It did not occur to the team to idoi- 
ttfy the facton which have come in the 
way of implementing the NHP over the 
past decade and more. In addition, apart 
tiom the numerous gaping holes in the 


tUMlWISW lAKY 


analysis of epidemiological, technological 
and organisational and management issues 
that need to be considered for policy 
analysis, the team is deafen ingly silent on 
the political and sociological dimensions 
vif (he analysis Is it because the team itself 
IS a creature of international politics of 
the World Bank and the affluent countries 
that dominate it'' How could the team ig 
nore (he wealth of literature available on 
politics ot family planning, immunisation, 
health systems research and of course, the 
World Bank's own National AIDS Con 
trol Programme [see, lor example, Banerji 
1990a 1992a 1993] > 1 hele is moreover 
the politics of capitation tees in medical 
colleges which has led to the recent over 
throw of the governments in Karnataka 
and A iidhra Pradesh I tie savage 42 per 
cent cut III the malaria programme in the 
1992 93 budget by the finance minister, 
and'iis restoration apparently at the in 
sistCnce of the Wot id Bank in 1993 94, 
ptovidrs yet anothei < hilling instance ol 
the way politics literally dec ides issjes ol 
life and death of a large nunibei of peo 
[lie of this country 

1 1ll Rl I'CiKI 

The mam purpose ot »h< report is to 
initiate dialogue between the govcrnmeis 
ol India and the Wor d Bank to claiiiy 
issues of direction and policy in the faa 
ol stiuciural adjustment which will uv 
fiuence (he pattern ol co operation in the 
health sector loi the next few years (p 3) 
The purpose is to ensure that budgetary 
constraints do not reduce tlie scale, equity, 
and quality ot health services by encoura 
ging health administrators to take difficult 
decisions The major concern ought to be 
to make reallocation of expenditures to 
achieve greater effectiveness in solving na 
tional health problems specially for the 
poor, who suffer disproportionately from 
poor health and high mortality 

The most significant aspect ot ihe 
health services is that it has undergone 
rapid expansion while it was receiving 
slowly declining share of public budgets 
lot health in the 1970s, with a precipitous 
decline occurring in the I98(K The plan 
expenditure has steadily declined Irom 
0 08 per cent of GDP to a low of 0 04 per 
cent in the revised 1991 92 budget This 
has caused, whai the report says ‘a double 
squeeze* The infrastructure stretches the 
existing budget very thin I his has cauv 
ed marked inefficiencies, which has made 
It almost ineffective Over and above came 
■ sledgehammer approach to the budget 
cut to bring about structural adjustment 
The central health budget was slashed by 
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tTttaosive 20 per cent in 1992-93, without 
even accounting for inflation^from 
Rs 302 crore in 1991-92 to Rs 244 crore in 
1992-93. There wai also a massive 30 per 
cent cut for rural drinking water and 40 
per cent cut in rural sanitation. An across 
the board of cut of 20 per cent in all ex- 
pendituie heads will obviously be a lacerat¬ 
ing way of making the reduction. How¬ 
ever, apparently to placate the lich, 
already privileged urban classes, there was 
indeed an increase of 13 per cent in the 
allocation for hospitals and di$(Knsaries 
and, correspondingly, the malaria pro¬ 
gramme which caters to the large masses 
of the population of the country received 
a savage 42 per cent cut In effect, there 
is .some ri.se in expenditure towards pro¬ 
grammes with what the icpori terms as 
‘relatively f-.-w externalities' at the expense 
of ptogrammes with larger externalities 
and benefit.s to the poor. 

The selected neglect of the health sei- 
vices which were of greatei relevance to 
the poor has precipitated a serious crisis. 
The report quotes an NCAKR survey of 
1990 (p 9) to slate that the poorest 40 per 
cent of rural household.s spend, on an 
average, Rs per illness episode, when 
receiving care from government docion. 
and Rs 111 when purchasing care from 
private doctors 1 he richer 60 per cent of 
the population paid less foi government 
doctots, Rs 13"?, and more for private doc 
tors, Rs 215. A similar pattern was observ¬ 
ed in the 42nd round of the NSS, com¬ 
pleted in 1987. Thus, those who are least 
able to pay arc bearing the heaviest burden 
when they go lo'a government doctor. The 
poignamey of this finding ts underlined by 
another finding of the sm vey, which indi¬ 
cated that medical care com is next only 
to dowry a; a cause ot rural indebtedness 
This is a shocking .situation in itself. 
However, more shocking is ihe utici 
callousness of Ihe political leadership, 
.a)|!i at the centre ami in th*' states, which 
has created ihe present state of affairs. 
The draconian cuts in the budget is only 
one such epis'xle in the long story of 
alinost criminal neglect of the health ser- 
Wees by the political leadership 

The report notes that public health 
financing in India ts characterised by an 
emphasis on 'hospitals' (all institutions 
above community health centres (CHC)), 
rather than ‘primary care' (all services 
from CHCs down), urban rather than 
rural populations; medical officers rather 
than paramedics (again with an urban 
bias); services that have larger private 
rather than social return; and family plan¬ 
ning and child health to the exclusion of 
wider aspects of female health (p vi). Tlie 
report maintains that structural adjust¬ 
ment can faciliute flexible, imaginative 
strategies and operational changes that 
will redirect public spending to ameliorate 


(fisparitMs and increase eflkicincy. It offers 
a chance for the health sector to emerge 
from the period of financial stringency 
stronger, more effective and better 
targeted. The current budget shows that 
the central government has missed the op¬ 
portunity to raise spending on health and 
family welfare during adjustment as a part 
of the safety net (p 12). The report urgent¬ 
ly calls for evolution of a positive policy 
before fiscally driven cuts, with little 
regard for the efficient functioning of the 
health .service system, effect severe damage 
lo the quality and equity of services that 
can Ise delivered. The report has presented 
an alternative policy framework (p viii); 
(a) expand spending on primary care and 
rammunicabk disease programme; (b) 
redirect public resources to health acti¬ 
vities wiih broad benefits to the nation as 
a whole; (c) improve efficiency and effec¬ 
tiveness of service delivery primarily 
through adequate blend of inputs, and 

(d) redouble efforts to address inter- and 
intra state equity problems through the 
redistribution and targeting of public ex- 
pcndiiiiie to raise the primary health care 
services to an acceptable minimum stan¬ 
dard. U makes the interesting suggestion 
of making poverty levels as a basis for 
distribution of grants to states, rather than 
using the geneial population-based 
formula 

The team has defined some specific 
short term health policy responses to the 
structural adjustment (pp xiii-xv): (a) En 
haiicement of efficiency through redistri¬ 
bution of funds; (b) Restoring cuts to the 
malaria and tuberculosis programmes; 
(c) Increased sj'endirig on communicable 
disea.se conirot; (d) Increase selective spen¬ 
ding on non-salat> inputs for what the 
report calls ‘primary health care services'; 

(e) IX*vclop a health economics unit in the 
department of health; and (0 Begin |X)licy 
development f-u increasing cost recoveiv 
m hospitals and medical education. 

Piecisely because the team has provideil 
quite a convincing argument for a rc- 
cvaluation of the health services, for the 
reasons mentioned earlier, the recommen¬ 
dations come as an anti-climax. They 
amount to a prescription for a vivi.seciion 
of the health services so painstakingly 
built and nurtured ovei mote than six 
decades. 

India’s health policy is rooted in the 
vision of a new India during the anti¬ 
colonial freedom movement [Banerji 
1985: 13-24). It was articulated in the 
report of the National Health Sub¬ 
committee of the National Planning 
Committee (1948) and the Bhore Commit¬ 
tee (CiOl 1946). Despite severe resource 
ixmstraints and colo.ss&l dimensions of the 
health problems, after independence the 
country launched the very ambitious pro¬ 
gramme of setting up primary health cen¬ 


tres as ah integtai component of the 
broader community development pro¬ 
gramme At around the same time, a 
massive health manpower development 
drive was launched, which also included 
social orientation of education and training 
of physicians and other categories of 
liealth workers. In 1977, there was the pro¬ 
gramme to entrust ‘people's health in peo¬ 
ple’s hands'. Later, there was the pro¬ 
gramme of rapid expansion of the infra¬ 
structure with PHCs and its sub-centres 
and CHCs [Banerji 1990b; 37-42). Data 
have been toUeefed by the team to dOTonst- 
rate vividly how this rich heritage has been 
frittered away due to unpardonable acts 
of omissions and commissions of the 
poliiiral leadership and the bureaucracy 
of the country. Nevertheless, it should be 
realised that the health services is a live, 
organic entity, despite us many serious 
problems. The remedy does not lie in the 
viviseciion of this organic entily. The 
■hospitals’ (from above CHC level right 
up to the supci-sophisticated ones and Ihe 
medical colleges) are integral parts of this 
organic structure. Hypothetically, even if 
they are dissected away from the main 
body and arc conceived as autonomous 
bodies, making 20 per cent cost recovery, 
it will also mean laceration of the entire 
health service workforce. Further, where 
will the poor, who form the overwhelming 
majority of the patients, go? What about 
the urban poor? What will happen to 
conimunitv health activities of the 
hospital-family planning, referral sup¬ 
port to PHCs, inimunisation, social 
paediatiics, education and training of 
health workeis. and so forth? 

The team is similarly vague and equi¬ 
vocal about strengthening of whai it calls 
‘primary care’ institutions and communi¬ 
cable diseases piogranimes. This is ref- 
Icctc’d indirectly in the team's confusion 
in the use of the term 'primary care' with 
the concept of primary health care of the 
Alma-Ata Declaration (Vi'HO 1978) and 
primary health centre of the Bhore Com¬ 
mittee. Besides, what will happen to the 
World Bank’s own National AIDS Control 
Programme on the UNICEF’s Universal 
Programme ol Immunisation and the 
Polio Plus Programme, which -have all 
been shown to be not cost-effective 
[Banerji I99()a, Gupta and Murali 1989)? 
Then, over and above, is the critical ques¬ 
tion of optimisation of other programmes 
and institutions. 

OrHtR CO.MCEHTUAI. GAPS ’ 

The team had done commendable work 
in mobilising data on different aspects of 
health financing and develop insights con¬ 
cerning the three imporunt areas of effi¬ 
ciency, equity and disparity. Howevet, a 
number of Hsues concerning the study of 
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noMciiig have heeti miietnsirlier which 
call into question the basic policy recoin- 
mendations made by the team. It is con¬ 
tended that such an analysis of health 
financing ought to have been associated 
with wider analyses of the health service 
system and its numerous sub-systems, sub¬ 
sub-systems, and so on. This required a 
much wider inter-disciplinary scholastic 
base for optimising systems of different 
sizes and complexities. Due to excessive 
preoccupation with aspects of financing, 
the team has missed discussion of some 
of the key variables within the health ser¬ 
vice system, which have profound policy 
implications. Some of these are briefly 
mentioned be low- 

fi) Social Dimensions oj Health and 
Health Services: India has been a pioneer¬ 
ing country in piomoting social science 
studies in health fields as an integral com¬ 
ponent of inter-disciplinaiy efforts for 
health service development (Manerji 1993]. 
That is why it is all the more striking that 
the team should have ignored this very 
critical input in health policy research. 
The Alma-Ata Declaration on piiinary 
health care is also anchored on sciciai 
science considerations, increasing com¬ 
munity self-reliance through incieasing 
their own coping capacity in health field, 
social orientation ol technology and inter¬ 
sectoral action in health. 1 he concept of 
community-felt need, develoircd on the 
basis of mipaitiDg sociological dimen¬ 
sions to the cpiJemiologK al parameters 
of health problems, is yet another impor¬ 
tant area ol iiileresi for study of health 
pcilicy I Hanot ti IW). 

fhctc IS, iiioteoscr, the important con 
cepi ol interaction ol health behaviour 
with access of services of various kinds 
and of cultural nieaning and {serception 
of health problems in a comniunity. These 
ideas arc of paniculat importance as the 
team has laid so much of stress on equity 
and disparity Indeed, the team has paid 
attention to the NCAhR and NSS studies, 
showing how tragic it is for those who are 
poor to pay higher amounts fot the same 
services in goveinment institutions than 
the rich and how often the loans taken for 
meeting such catastrophies become a 
major burden on them in the form of 
debts incurred. Social analysis of India’s 
experiences of the community health 
worker scheme ought to have raised im¬ 
portant issues concerning rural power 
structure (Bancrji 1985: 306-16). 

(2) Centralisation and Decentralisation: 
Closely connected with the social science 
dimensions, including the issue of com¬ 
munity participation and the nature of 
power structure in rural populations, is the 
desirability or otherwise of decentralisa¬ 
tion in administration of health serivees. 
This acquires even greater significance in 
view of the recent constitutional change; 


tiofls. 'Hiis evens up csedting pottibilitki 
of bringing the hedth services nearer to 
the people by making suitable policy 
changes. However, the team finds itself in 
the opposite camp. Throughout the report, 
Its recommendations lean heavily on a 
strong centre which can serve as a conduit 
for bringing about the ‘'hanges desired by 
it (sec, for example, p xvii of the report). 
There then is a clear political issue; should 
the World Bank’s interest m strengthening 
the leverage capacity of the centre receive 
precedence over the dictates of the n-a- 
tionai parliament and of the Constitution? 

(3) Regional Variatmre The team is seiz¬ 
ed of the serious nature of regional varia¬ 
tion in health service development. It also 
advocates allocation of support on the 
basis of poverty, an issue which has also 
been discussed in the National Develop¬ 
ment Council. However, one misses a 
more detailed poiicv iramC for reducing 
the disparity, ba.scd on actions already 
initiated. 

(4) Inadequate Public Health Inputs: 
As a result of the preoccupation ol the 
Itnni with riiiancial asi>ccts, it has almost 
totally omitted some key consideratiuns 
related to public health practice. Interest¬ 
ingly, if the team had used an epidemio¬ 
logical approach to community diagnosis 
and .solution to a community health pro¬ 
blem, the concept of natural hisioiy of a 
disea.se in an individual would have almost 
logically led it to the idcniificaiioii ol the 
strategic points in the natural history 
ssheie iiiiervcniior- in the fot in ol an op 
iimtsed package ol progianiiiics would 
have yielded the inaximuin lelunis liom 
a given investmeiii I his would base been 
particulaily televani because of the team’s 
deep concern about communicable dis 
eases and about women's health. 

(5) The National Health Policy of 1981 
This important dtHumcnl has reteised vir¬ 
tually no attention in the report. This is 
surprising, because an analysis ol the 
factors which came in the way of its im¬ 
plementation would have provided valua¬ 
ble leads to the team. The NHP strongly 
endorsed the principles embodied in the 
Alma-Ata Declaration, including the key 
issues of community self-reliance and 
decentralisation ut health administration 
to promote it. An interesting point stress¬ 
ed in the document was to “bridge the 
cultural gap that exists between the pro¬ 
viders of the health services and the 
community”. 

(6) Management of Health Services 
This is by far the most critical, because 
the managers and their political leaders 
are key elements in policy formulation and 
its implementation. Even though the 
team’s Indian contacts were predominant¬ 
ly secretaries, commissioners and joint 
secretaries at the centre and in the states, 
it did not strike them that most of them 


ed Htd puhhc Irtakh oompetence Mwded 
for policy resetireh, because as generalist 
administrators, their posting in a health 
ministry is a mere episode in their long 
career span, which takes them to many 
other ministries. So. they cannot be held 
accountable either. The team does not 
seem to be aware that some 15 years back 
India had a competent cadre of public 
bruhh physicians, with long experience in 
policy formulation and public health prac¬ 
tice. This heritage is now lost, Along with 
the domination of the generalist administ¬ 
rators, iherc are many key public health 
position.s at thic ccuire and in the states 
which arc filled by physicians who do not 
have the needed qualifications and train¬ 
ing jBancni 1990b; 91-99]. One reason for 
the present ci ims among the physician- 
administrators IS trie nature of the cadre 
stiucture, which does not have a clear<ut 
carcei pl.in lor the making ol physiciari.s 
who have .he manage!lai, ep'demiologicai, 
sociological and iwiiiical coiniretcncc 
(inan.igetial plivsiciaiis) t,.> e i (eciivcly deal 
wiih fiocstioii.'- of ficaitii ixitici-.s and p:a- 
granimcs fk*sidt-s, the iclaiivciy ‘inlcrior’ 
positions given to men to;) technica! pet 
sons in auiipanson with the zcneiaiist ad¬ 
ministrators ol coiiesf.inding 'cniority 
has IIS deleterisms !iiij>„ i on the morale 
of the health wotkei-. [IJai.trp 1990b. 
143-50], 

Vhe lespsinsibilii; lot the p.'e.ient state 
ol aflairs rests squarely on li.e {lolitica! 
leadership, because ail tiie tfec'sions which 
have piccipitaleJ the prcseiii crisis were 
taken with ilieii active consent (Banerji 
1990b: 143-50] The mar .able si,' '■'tug of 
kinds m the 19StJ M3 iiudgci is an example. 
Here the finance miniMct acts i-seri holier 
than the (wpe The donor aget,- les asked 
lor a pound of fiesh as a puce loi llicii 
'help'; the finaiKe ininisier insisted on 
giving them two fXiuiiJs of nesh! While 
pampeiing ihc nch by making massive 
ledunuiin in excise am! cusioms duties, 
the finaiue iniiastcr did not show anv 
mercy fv)r the poor. He allowed them a 
tree fall, .steadlastly telusittg the oflcr of 
a safety net by the kiiid-hcartcd donots 
(p xit)' 

(7) impact of the lanniy Hanning Pro¬ 
gramme. riie team has nm done justice 
to the analysis of the damage done to the 
mftasiructiiK* of the health services as a 
result of according the highest priority to 
(he uiget-oriented, limc-lxsund family 
planning programme. Ironically, the 
damage was maximum in the regions 
where the infrastructure was weak. 

(8) Consequences of Imposition of 
tnternationaily Sponsored Health Pro¬ 
grammes: The Universal Immunisation 
Programme sponsored bv the UNICEF, 
the WHO and other international and 
bilateral agencies was brought in as 
another target-orienied, high priority pro- 
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•raivnie. /u in me case oi lainity pian» 
mng. it further pushed down other rural 
health programmes m the order of pnonty 
(Banerji 19908) 'Iht^cally, the pro* 
gramme was very poorly desigined, but the 
Indian health administrators were in no 
poution to PKognise this Worse still, even 
when a review |(>upta and Murali 1989] 
showed conclusively that it had miserably 
failed in attaining the objectives set tor it, 
the programme was pursued nevertheless 
and claims cnntiiiued to be made about 
Its remarkable ‘achievements' [Banerji 
1992a) Ihe National AIDS Control 
Programme promoted by the World Bank 
also suffers from a number of infirmities 
[Banerji I992a| It is still being pushed 
nevertheless 1 hese ate glaring instances 
of how inteiiiational politics works in a 
country like India Is the current World 
Bank team a harbinget of yet another in 
ternalional initiative’ I he loan intoxi 
cated finance minister has again wekom 
ed such an initiative with open arms I his 
IS anothei facade to obscure the plight ot 
the wretched poor 

Taking into account the crisis generated 
by structural adjustment the Woild Bank 
team has set out to offer an alternative 
polic'Y frame to cushion its impact on the 
health seivKcs Bv making it more clfi 
aent and equilous the team attempts to 
convert the crisis into an oppoiliiniis 
Huwevei, bv choosing health financing a 
a tool foi policy analysis, it has anivcd 
at highly questionable coi)^c hisions Health 


tinancing u one component or health 
economics, which, m turn, is a component 
of the wafer Add of health systems research 
which IS based on inter disciplinary 
studies to optimise Ihe highly complex 
health service system or us smaller com¬ 
ponents This “upside down' study has led 
the team to advocate a lacerating vivisec¬ 
tion of a live organisation which has been 
so painstakingly nurtured and build up 
over more than six decades An astonish 
ing featuic of th% report is that it does not 
take into consideration the powerful 
political and sociu-economi( forces which 
are critical tor conducting a policy 
analysis Other critical inpu's for health 
service developments, such as social 
science inputs epidemiological analysis, 
public health competence of the key 
decision makers m India, the damage 
caused to the health servicci by imposi 
turn of vertical programmes like the taigei 
oriented tunc bound familv planning pic> 
gramme and Universal Progiammt of lin 
mumsatioii aie niissing I he team calls 
ioi still greaiti ieniralisation ot health 
service at a tunc when the counirv ha 
opted lor a major programme ol dccen 
lialised adininisiijtion Thi is nut a 
polic's alicrriaiivi the countts can look 
loiwaid to 
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Agricultural Labourers in Eastern UP 

Kripa Shankar 


A small survey of agricultural labour households in three villages 
of eastern UP throws interesting light on their levels and sources 
of income, consumption and indebtedness. 


THERE was a lime when ihc womenfolk 
of agricultural labour households in 
eastern UP used to collect the undigested 
corn from the excreta of bullocks which 
got ample opportunity to eat the sheaf 
while moving round the harvested crop 
during threshing. The undigested corn 
would be separated from the dung after 
churning it in water. The grain would be 
dried and then converted into flour after 
grinding. Br<ad prepared out of it was 
called ‘gobarha’ as it was prepared from 
corn separated from dung or ‘gobar’ in 
Hindi, it was this bread which was shown 
in parliament by Vishwanath Gahunari, 
the then MP from Gha/ipur in 1960 while 
narrating the poverty of eastern UP. 
Rirliament was stunned and a committee, 
known as F'atel Committee, was later on 
constituted to report on the backwardness 
of the region 

in colonial days agricultural labour 
households were wholly dependent on the 
landowning households for survival As 
agricultural productivity was very low, 
peasant households also laced grim 
poverty and the agricultural labourer’ 
plight was beyond description. .Semi- 
starvation conditions prevailed through¬ 
out the year, save a few weeks after the 
haivesting season. They were subjected to 
all types of exploitation and were forced 
to perform ‘begar’, i e, forced labour, by 
the zamindars. in the lean season of 
August and December they literally 
starved. Some of the famous stories of 
Premchand like ‘Kafan’ *Pus Ki Raat’, etc, 
depict the abysmal poverty and degrada¬ 
tion of agricultural labouiers. 

Investment in agriculture, more so after 
the advent of the green revolution, has 
resulted in growth of agricultural produc¬ 
tion and productivity. Labour absorption 
has increased in the wake of greater crop¬ 
ping intensity and production. Some 
diwrsiflcation, howsoever halting, also 
occurred and later on migration to more 
prosperous regions also began. Growth of 
urbanisation has exerted a pull effect and 
the informal sector in urban areas has 
thrown up some work opportunities. 
Gone are the days of gobarha. The 
younger generation cannot even counte¬ 
nance the idea that hardly a generation 


back eating gobarha was the lot of their 
forefathers. 

The absolute dependence of such 
households on landowners is now vir 
tually a thing of the past. Brick kilns now 
dot the couno-yside, especially along the 
all-weather roads, and have come as a 
succour to the agricultural labourers. 
Construction activities and rickshaw pul 
ling m cities have come handy and now 
in the bigger ciiics one can find .several 
places where labour markets arc held 
daily—in the morning labourers Irom 
villages congregate and those who want 
to engage them for the day come and 
engage them, fhe old patron-cl tent rela 
lionship has broken. 

.Spread ol education and the electoral 
process have increased awareness A sort 
of sanskrili.sation also gripped the labour 
households just after independence. In 
order to get .social acceptance and to get 
away with the stigma of being untouch¬ 
able. the Scheduled Castes, particular Is 
the chamars who form the biggest chunk 
among the Scheduled Castes in this 
region, have given up carrying and skin¬ 
ning dead animals, although this has not 
only meant an economic loss but also they 
had to face the wra»h of the high castes. 
They have likewise given up eating carcass 
meal which was con-iidered detestable bv 
high caste Hindus. I'heir womenfolk have 
also given up the work of midwifery 
which also was considered degrading by 
the high castes. A few even turned 'bhakr, 
i c, devotees of god, who shun meat and 
drink and wear the sacred thread and 
follow brahminical rituals. But the caste 
Hindus have failed to respond. They treat 
them as untouchables and have a grudge 


tkWi thb gbwmMw Is lavourfn| IMAl" 
Previously government jobs would go 
only to the higher castes among the 
Hindus. Now reservation in jobs for 
Scheduled Castes has become an eye-sore 
to them. The Scheduled Castes were the 
chattel of the high castes only a genera¬ 
tion or so back. That they are no more 
directly dctjcndent on them is what pricks 
the high castes the most and if possible 
they would like to teach them a lesson even 
without any provocation, as is borne out 
by some of the recent eases of atrocities 
against the Scheduled Castes. 

The educated among the Scheduledt 
C astes are now naturally more aware and 
are no longer prepared to suffer in¬ 
dignities. I'hey have broken ideologically 
from Ihc Congress which they find is led 
by the upper castes and is status quoisl 
When they .switched over to Kansi Ram, 
they took the entire community with 
them. This has made Kansi Ram a force 
to leckon with, although he ha.s no radical 
prtigrainme. The meteoric rise of Kansi 
Ram can be explained by the coming into 
being of a more educated generation 
among the Scheduled Castes which wants 
greater opportunities for advancement 
and which has succeeded in bringing ihe 
community with ii. 

We conducted a small suivey ol agri¬ 
cultural labour households in three 
villages of eastern UP which lie in Ihe 
central Gangctic plain One of our in¬ 
vestigators belongs to eastern UP and 
hails from the chainar community. It was 
decided that he should survey three 
villages in his own area with which he is 
familial and coihsequemly can evoke a 
more accurate response. The reference 
year is 1991-92. The sample covered all 
agricultural labourer households in the 
three villages. Such households numbered 
50. There were 21 households which were 
landless and the remaining 29 had some 
land. Twenty-seven among them were 
allottees of Gram Samaj (GS) land which 
had been distributed to them in the 70s. 
The landowning households owned 14.26' 
ha of land. Thus the average size of their 


Table 1: Annuai Davsof Empuivment hf r WoniitR 


Category 

Days of Wage Employment 

Self- 

Total 

Agricul- 

Non-Agri- 

Toul 

Empioymcni 



ture 

culture 

. 



1 

2 

3 

4 

5 

6 

Landless 

60.98 

47.89 

108.87 

_ 

108.87 


(36.01) 

(43.99) 

(100.00) 


(100.00) 

Owning land 

36.68 

33.87 

72.35 

9.18 

81.73 


(44.88) 

(43.89) 

(88.77) 

(11.23) 

(100.00) 

Total 

46..16 

40.66 

87.02 

5.52 

92.34 


(30.09) 

(43.94) 

(94.03) 

( 5.97) 

(100.00) 


Figures in parentheses are percentages. 
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perc^ita 

land among such households was 0.1 ha 
only Imgated land accounted for 7 21 ha 
or SI per cent of the total land None 
among them owned a pumping set They 
had largely to depend on lanal irrigation 
where water supply was nratic. In any 
cast they < ould gt i water onlv after other 
farmer’s fields weic irrigated Water could 
also be had Iroin private pumping sets 
I he gross value of agricultural produce 
was Rs t,l I ^ 1 here was only one tenant 
fannei among them who had leased in 
0 4K ha of land Mis owned land was 0 11 
ha Tenancy on the whole is on the do line 
in the region lessors also prefer giving 
the land on least to marginal or small 
farmers as iht lattti art better equipped 
and can put in the iieccssai v inputs with 
out depending on (he lessors, although 
cost sharing in seed, irrigation and fertili 
sers on a 50 50 basis ha eoinc into vogue 
The produce iiuhnfing >h( by piodusts 
IS aisr) shartd in tfu same piopoiiioii 
1 hi u will in all 68 male woikirs and 
50 female woikeis Kmali workers 
foiintd 42 (lei sen' of the work lone 1‘ar 
tiiipaiion lali ot teniales is naturallv 
highci m 'ht pooiir seMioiis Iht lotal 
niimbti ot children aiiionv ihi 50 house 
hevlds wd‘ U6 m the age* group ol 6 14 < >ul 
ot them ernlv It wen going to cihool 
Ikiiy o! empk»nunt per woikcr are 
shown in lahle I it will bt seen that 
landless tound wml lot 60^8 dav' in 
dgiiuilUiial inel 47 8*1 davs in non 
iTi'iiiultiii il leiivitie's Ihns tluv we 
cmplovidloi logs” day'm cviai lliose 


owning land found work for 3d.d8 di^ 
in agriculture and 35 87 days in non- 
agncultural activities The days of self- 
employment was 918 in their case. Thus 
they were employed lor 81 73 days in a 
year For all (he households taken together 
wage employment was 46 16 days in agri 
culture, 40 66 days in non-agriculturcand 
5 52 davs in self employment Thus the 
lotal number ol days ot employment in 
a year was 92 54 per woikcr Agneullurai 
wage employment accounted for half of 
the days ot employment 
Wage rates have risen over lime but it 
has been not through any struggle of the 
workers as such, but employers feel that 
if they do not increase the wages by bus 
It will be difficult to find workcis f<<i 
agricultural opeiations The prevailing 
rate was Rs 15 for male workers for 
most of the agncuituiaf operations liSc 
ploughing, weeding, irrigating, etc lot 
harvesting the paddy oi wheal crofi the 
labouiers get one thirteenth part o| th 
harvested crop (7ne bundle out il 11 is 
taken by the iaKvurer But the l.tndown< n 
have a tecling that the labourers pul in 
more of ihc harvested crof in the buiicih 
which they take home as kind wages 
Threshing ol wheal is now incieasinglv 
done by threshers Those wtio do not own 
one can get the crop threshed on leni 
rill owners ol the thresher' take om 
tfiiiiecnth part ot the threshed wlital a . 
charge loi Ihreshmg 

Ine tendency to take work on conlrjci 
appears to be increasing I lit usual com 
plaint ol landowners is that the workeis 


do not put in ndequnte labour and tin 
workers are salt that the wage fate is low 
In rice transplantation the contract systen 
IS emerging. Thu is also preferred by thi 
labouiers as all the members of the famil; 
would join in the work, try to rtnish it a; 
quickly as possible and then move on u 
another contract job 

With the introduction of tractors, tilling 
by tractors is replacing the traditional 
bullock ploughing The current charger 
arc Rs 60 per hour and fanners whe 
cannot afford to keep a pan of bullocks 
go in for It This has affected labour use 
ui agriculture However transplantation ol 
paddy, harvesting, weeding, threshing 
of paddy, ploughing sowing, cic, art 
the mam avenues ol employment ir 
agriculture 

The old system of employing a icgula' 
agricultural labourer known as ‘halwaha’ 
has also piaclicalb disappeared There 
was only ont siuh utaihed worker in the 
wholt sample 

SoilKt I ' (It II OMl 

lablc ? shows the soim stilimomc II 
will be seen that in the ease ed landless 
agrieuliuidl labeniieis wages within the 
village itsell aeeounleei tor 14 |sct ii nl ot 
their (e>tal income winli asm ultural w tges 
in other villages ueouiiled ten 2 t>ei eent 
Agrii ultuial wages thus aee onnti d for 16 
per cent ol ineoiile N(mi agrieliltiiial 
wage> III own' illagc* ae eounted te'r 24 pen 
etnt ot iiieoiiK fhe sh<uc of non agri 
eultnial wages in othei villages small 


Caiegou 

liuoilll 

1 tioiii Asi 

UlllIK 

\gi 

le illural Wtgi 


Non Agrn uhui il Wacc 



liKliidint i ivioo II 

In ' >» n 

In Ollier 

lotd 

In Owr 

I'lhei 

MoIU'Mi 

1 Its 


Own 

lei il 

lol ll 

Villrs, 

Village 


Villisc 

Village 

luwn 



I iiul 

1 iiiif 









1 

■» 

1 

4 

* 

6 

7 

S 

9 

10 

M 

l.andlt S' 




1' 29 S 

2 250 

17 4' 

25 045 

1(88) 

6 000 

8 900 





(14 15) 

(2 18) 

(16 11) 

(74 21) 

(2 90) 

(5 80) 

(8 61) 

Ownins liiiit 

44 120 

4(88) 

48 430 

40 080 


46 080 

19 1 '«) 


1,1100 

8 250 


uh:’) 

C 161 

(28 58) 

12120) 


(77 20) 

(7110) 


(177) 

(4 87) 

Total 

44 4 0 

4 000 

48 420 

81 175 

2 250 

81 625 

64 195 

1000 

9 000 

17 ISO 


(16 ’H) 

(1 i7» 

(|■'■'5) 

(29 81) 

(0 82) 

(1065) 

(215 1) 

(1 10) 

(1 10) 

(6 29) 

C airgury 


Non Agrieultural Wage 


Total 

Shops and 

IKI) 

Grand 

Ineome 

f*er Capnv 


Britk 

lawa har 

Masonry 

lotal 

Wage 

Business 


lotal 

per liuuse 

Income 


kilns 

Ro/gar 

Work 


Income 




hold 




Yoj na 










17 

11 

14 

15 

16 

(7 

18 

19 

20 

21 

Landless 

7,470 

•XH) 

14.SOO 

65.815 

1,01,160 

_ 


1,01,360 

4,921 90 

1,216 00 


r 23 ) 

(0 87) 

(14 03) 

(61 62) 

(10000) 



(IQOOO) 



Owning land 

12,410 

2.250 

7,350 

72,430 

1,18,510 

1,500 

1000 

1,69,430 

5,842 41 

1 19117 


(7 14) 

(1 11) 

(4 14) 

(42 75) 

(69 95) 

(0 88) 

(0 59) 

(10000) 



Total 

19,900 

3,150 

21 850 

1,38^45 

2,21,870 

1,500 

1,000 

2,72,790 

5,455 80 

1,201 72 


(7 29) 

(1 16) 

(8 01) 

(50 68) 

(81 33) 

(0 55) 

(0 37) 

(10000) 




Figuies in pareniheses are percentages 
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p«r cent, respectively. Brick kihu 
accounted for 7 per cent and Jawahar 
Rozgar Yojana (JRY) for less than 1 per 
cent of income SigniBcantly, masonry 
work accounted for 14 per cent of income 
Non-agricultural wages thus accounted 
for 64 per cent of total income There was 
no beneficiary under the IRD among the 
landless households. 

As regards those owning land, own 
agriculture accounted tor 26 per cent of 
income while income from leased land ac¬ 
counted for 2 per cent. Agricultural wages 
within the village accounted for 27 per 
cent of income. Such households did not 
undertake any agricultural work outside 
their villages. Non-agricultural wages ac¬ 
counted for 43 per cent of income. Total 
income from wages thus formed 70 per 
cent of income of such hou.seholds. Shop 
and IRD accounted for less than 2 per 
cent of income. 

Taking all the households together ii 
will be seen that agriculture proper 
accounted for 18 per cent of income while 
agricultural wages accounted for 31 per 
cent of income. Significantly the share of 
non-agricultural wages was SI per cent 

Distribution of Grain Samaj land has 
obviously benefited such households as 
about one-sixth of the income ts derived 
from such land. It is quite revealing that 
agricultural wages account for 31 per cent 
of the income and the share of non- 
agricultural wages is more than SO per 
cent. Quite significantly the share of non- 
agricultural wages within the village itself 
is nearly one-fourth of the total income 
and brick kilns and masonry work in the 
rural areas account for IS per cent of the 
income. This conclusively shows that a 
process of diversification of the rural 
economy, howsoever slow, lias .set in which 
has helped the agricultural labourers to 
find job opportunities outside agriculture 
It is worth noting that non-agricultural 
wages constituted 62 per cent of the total 
wage income of such households. Techni¬ 
cally they are now no longer agricultural 
labourers as such as non-agricultural 
wages now form the bulk of their wage 
income This shows that the age-old rela¬ 
tionship of dependence and dominance in 
the villages has been ruptured even in this 
region which is characterised by poverty 
and landlessness. 

Incidentally the study shows that 
government progiantmes for poverty 
alleviation and job creation are hardly 
making any impact. IRD accounted for 
0.4 per cent of the income and the solitary 
beneficiary was not from the landless 
category but from the landowning cate- 
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I per cent of the income of sudi lunue- 
ht^ds. Only 70 man-days of work were 
created per village. Only 3 per cent of the 
JRY funds actually reached the unskilled 
labourers for whom it had been primarily 
meant. W; also enquired regarding their 
access to the public distribution system. 
No household had received any item like 
grain, cloth or sugar during the year. Even 
kerosene was purchased by them in the 
black market. It was reported that 
kero.sene is distnbuted to a few influen¬ 
tial persons and the rest goes to the black 
market. 

Per household asset was valued at 
Rs 16,876 and per household income was 
Rs 5,456. Bottom 8 per cent of the house¬ 
holds had an average income of Rs 2,300 
and another 40 per cent had an income 
of Rs 4,068. Only 4 per cent of the house¬ 
holds had an average income of Rs 12,435 
and can be said to be marginally above 
the poverty line. While the bottom decile 
accounted for 4.5 per cent of the income, 
the top decile accounted for 19 per cent. 
Per capita income was Rs l;20l only. 

Consumption 

The poverty of the households was also 
reflected in their lower food intake. 
Ihble 3 shows the per capita per day food 
consumption and the cabries derived 
from it. It will be seen that per capita con¬ 
sumption of cereals was 540 grams while 
that of pulses was 33 grams. Consump¬ 
tion of milk and milk products was 10 
grams while that of edible oils and ghee 
was around 8 grams The per capita 
calorie derived from foodstuffs was 2,178. 

The per capita monthly consumer ex¬ 
penditure is shown in Tkble 4. It will be 
seen that per capita monthly consumer ex¬ 
penditure on foodgrains was Rs 66 while 
on milk and milk products it was Re 1 
only. Expenditure on fat and oil was Rs 5 
and on vegetables the same was Rs 7. Per 
capita annua! consumption of cloth was 
only three met res. Per capita monthly con¬ 
sumer expend iture on woollen cloth, foot¬ 
wear and medicine was Re 0.14, Re 0.38 
and Rs 1.65 respectively. The total expen¬ 
diture on food items was Rs 88 and on 
non-food items the monthly expenditure 
was Rs 12, brining total consumer expen¬ 
diture to Rs 100. Eighty-eight per cent of 
the expenditure was on food. 

In 1987-88 rural poverty line in terms 
of per capita monthly expenditure was 
determined at Rs 131.^.' The consumer 
price index (base 1960-61) fpr agricultural 
labourer moved from 629 in 1987-88 to 
938 in 1991-92. In other words the poverty 


Uia iBO^ to'« boomawr wpenditare of 
Rs 200 per monOi in 1991-IQ. Thin the 
sample bousdioldls. on an average, had an 
expenditure of only half of wh« wai 
required to cron the poverty line 


Table 3; Pek Camta Daily Consumption 

OF FOOOSTUITS 


Item 

1 

Crams 

2 

Calories 

3 

Cereals 

539.65 

1861.42 

Pulses 

32.75 

109.39 

Milk and milk products 

10.28 

10.28 

Oil and ghee 

7.60 

68.40 

Leafy vegetables 

26.28 

10.51 

Other vegetables 

68.43 

68.43 

Meal, Hsh and egg 

9.10 

17.29 

bruits 

0.73 

0.29 

Sugar and jaggery 

7.20 

27.36 

Spices 

1.20 

3.60 

Refreshment 

0.15 

0.75 

Sail 

5.07 


Tea 

012 

— 

loial 


2177.72 


Tahii 4 Plr Capua Monthiy 

C (INSUMER t-XPtNDIIlIKF 

(Rif 


1 

Land¬ 

less 

2 

land¬ 

owning 

3 

All 

4 

Food Items 




Wheat flour and other 



subsiiiuies 

34 94 

38.54 

37,19 

Rice 

14 S9 

21.58 

18.96 

Pulses 

8 62 

1042 

9.82 

Milk and milk 




products 

1.18 

0.99 

1.06 

Oil and ghee 

544 

5.14 

5.25 

Leafy vegetables 

1.98 

3.70 

3.II 

Meat, Hsh and egg 

2.82 

7.04 

S.46 

Truils 

0.05 

0.11 

io9 

Sugar. Jaggery 

1.06 

1.09 

1.08 

Spices 

1.53 

1.39 

1.44 

Refreshment 

012 

0.07 

0.09 

Salt 

0.15 

0.15 

0.15 

Tea 

0.06 

0.25 

0.18 

Total food 

74.64 

95.99 

87.99 

Non-Food hems 




Pan, tobacco, biri. 




surti intoxicant 

0.32 

0.31 

0.32 

Cloth 

4.09 

3.11 

3.48 

Woollen item 

0.29 

0.22 

0.14 

Footwear 

0.44 

0.34 

0.38 

Kerosene 

0.72 

0.65 

0.67 

Fuel 

1.97 

2.33 

2.18 

Education 

0.10 

0.26 

0.20 

Medicine 

1.69 

1.62 

1.63 

EntertainmenI 

0.88 

I.IO 

1.02 

Soap 

0.37 

0.28 

0.31 

Cosmetics 

0.09 

0.14 

0.12 

Services 

0.04 

0.24 

0.17 

Consumer durables 

1.79 

1.47 

1.39 

Others 

0.06 

0.27 

0.20 

Tbtal non-food 

12.89 

12.32 

12.33 

Ail items 

87.33 

108.31 

100.32 
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iNDEBTBDNeSS 

Ikble S thows the indebtedness of the 
households and the purpose foi which 
debts were incurred Thirty six per cent of 
the households were indebted and the 
average debt per indebted household was 
Rs 580 f ultivators provided 64 pei ccra 
of the loans while relatives accounted for 
another 12 pei cent Although there was 
only one hou>ehold which had incuired 
3 loan ol Ks under IROP yet it 
accounted tor about out fourth of the 
total outstandi ng debt s I he co operatives 
and bani s had not advanced any loan to 
them Monos lenders wct» also conspi 
cuous by their aha tic r I hort was no pio 
fossionai tnonevlonder in ihc villages 

Marriage was the biggest cause ol in 
debiednoss as it ac counicd tor i cent 
Ol the debt' ([able 61 loans under IKOP 
accounted lor 24 per cent ot the debt 
Twelve pci c( r*t ot the Jc bt aas incuned 
to meet day to das consumption needs 
Thice pel cent ol debt was foi iiuuha'e 
of cloth Signilic aniiy AI |ici ccni cd the 
debt was iiicutred lor prcxluclivc purfxiscs 
like purchase ot animals and to run a 
small shop torts three pci cent of iht 
debt was oldci than It) sc it s and the usual 
rate of interest on debts was m Iht taicgc 
of 60 to per cent per animiii interest 
rate would depend on the urgcncv ol Iht 
boiiowci I here was no fivits about it 
While the usual rate will hi one anna a 
ruiKf per month it "'‘i pci cent pci 
annum, it could go up to 120 pet cent in 
estcpiional casts Relatives ii'iialls do not 
chatge ans iiitc test 

We discussed wi'l. a nuinbct ol Icelitt 
informed icspondenls as lo wh il a i then 
pcrtepliori about iruic I'lne tlicir iiuonu 
A legulai salarucf (ob w is ot .lousK then 
first piefcrciicc hut thes were ala' con 
cKious that It IS not easy i' yti i lob \s 
a matter of fact, no one among the house 
holds had a aguiar |oh Suiprismgly none 
asked foi more radical lend chsiiihution 
programme Probably they knew that no 
government is gc'ing to Jo so allhough 
they knew what it means lo haw land 


An overwhetoiingly large majority 
among agricultural labour householcb 
consisted of chamars Pig rearing is taboo 
among them although they were aware 
that It was most profitable If anyone takes 
to piggery he will be declared an outcaste 
bven the better educated among them 
amid not think ol it to augment the 
income 

I hough not as abhorrent as piggery, yet 
keeping hens is also not liked by the com 
munity Only Muslims keep hens and the 
feeling is that Hindus should not keep 
hens III their houses Ihc upper castes 
have stiong levulsion against it and 
chaniars too appear to be under then 
spell I hose who are not against it (Kiint 
out to a panicular difficulty II they keep 
hens they will go to the fields and harm 
the crop ol landowners This will b< 
riseiitcd by the latter and will not only 
embitter the rdalionship but sometimes 
even sioicnct m.iy be used againsi the m 
And invatiably ihc v will bt at the recciv 
mg I nd 

Bui the siaik lealily of life picvent' 
them tiom keeping small cattle like goal' 
III adeqiiaic numbcis whi^h fetch high 
price and icc|uin no marketing as buicheis 
main the countissidc to puichasc them 
No common gia/ing ground or pasluies 
IS now left in Ihc villages and the area 
undci orchards and tiees is also declining 
tioais can noev only be reared if they are 
stall led It not only requires space lo kc*ep 
th» m which may not be with many of such 
households but the bigger problem is put 


chafiRg the feed. HouaehoMi which 
cannot feed themselves and theit children 
cannot be expected to set'apart cash to 
purchase anunaJ feed whose price has also 
soared Even the very enterprising among 
them cannot get a loan from a co¬ 
operative society or bank to procure small 
cattle.^ It IS a sad commentary that when 
crores are being spent in the name of 
poverty alleviation and the credit flow to 
rural areas has increased, the poorest are 
completely ouf of its oibit Co operatise 
scKiclics have a provision to give con 
sumption loans to the pemr. but it is 
observed more in breach It appeals that 
It will be mure appropriate if IRD is 
icstricicd to the very poor population m 
the first instance, to provide them with 
small cattle like goats, hens, pigs, etc, 
along with some provision for their 
mamlenanu and feed, sas, toi a seat ' 

Now**. 

1 luhthliM PUm I lO'tiiinu lit ol IikIi I 
Vol II p 

Ihc banks isk lot i suiiic who t in 
gu.uanift the U an iiulnoou 'mIKoiiu lor 
'vartl lot II 

t Undei IKDgoii indhens irc vi iiciallv iioi 
(iccn ss I' hiidly s iltisiothc poorisi Hiil 
liloes m gi'cii but tin ikkiicm obwouslj 
lannol m iintain them Th< mimstrv of luial 
(itvciopnieni in its inniial upon, mentions 
Ihc iiunibct ot bincficiaiKs I'lidci IKB but 
docs not give iiiy h eak »pot ihi assets lhal 
jic ptocided Noi dots ii givi ihr iigures ol 
amount icaliad lu>in binifisiaiies on Ih 
outsiatnling IRB loii' 


[ SHI I 6 Rl \ os I OK I sill It 11 OvI 


( lugois 

Dails ( on 

Maiiiagc 

l*uri hast 

bull ha t 
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V 

1 X^i r s 'soi Ri I, ol Ini'I hm iims 

<Ri) 


Taicgory 

No of 

I louse 
bolds 

(ndebied 

House 

holds 

As fiiccn 
(age 

i armei 

1 

2 

) 

4 

s 

aindtess 

21 

4 

19 05 

1,200 
(94 12) 

)wning land 

2V 

(4 

48 18 

1,500 

(5000) 

lotal 

SO 

18 

1600 

6,700 
(64 42) 


Sources 


Money 

Relative (< oiwraiivt ( nmmer 

IRD 

lotal 

lender 

ciai Bank 



6 

7 8 9 

10 

II 


200 - 

— 

1,400 


(5 98) 


(100 00) 


1,000 

2,500 

7.000 


(14 29) 

(15 71) 

(10000) 

- 

I,2(X) 

2,500 

10,400 


(1154) 

(24 04) 

(JOPOO) 


'igures in parentheses are percentages 
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TjmK’FRADESH.. . •■ ■■ ; ~ 

Ideology Returns to the Campus 

Krishna Chaitanya 


The victory of the progressive Ail India Students Association in 
elections to student bodies in universities of Uttar Pradesh is 
significant because it marks the beginning of the crumbling of the 
Hindutva bastion on the campuses of the state. 


THERE was a time when progressive 
ideologies of dilTerent hue reigned supreme 
in the colleges and universities of I Ittar 
Pradesh Students were known hy the 
ideologies they represented and discus¬ 
sions on the finer elements of Gandhian. 
Socialist and Marxist ideologies could be 
heard in seminar rooms, canteens, common 
rooms, coffee houses, etc, T hen came the 
heady days ol the ‘Naxalism’ and the 
brightest ol the brights on the campus, 
from colleges and universities technical 
institutioiis like 11’ and even medical col¬ 
leges, were atliacted towards the ideology 
Many ol them gave up their studies and 
went to woik in the rural areas. Though 
heavy police crackdown crushed the move¬ 
ment the ideology continued to guide and 
inspire youth on the campus The coun¬ 
trywide movement ol the niid-70s against 
Congress’s misrule was also led by 
students and youth. 

The return of Congre.ss(l) to power in 
1980 however changed all that The ascen¬ 
dancy of the lum.pcn brigade under the 
banner of the National Siudent.s Union 
of India (NSUl) during the Emergency 
got a fresh impetus with Sanjay Gandhi’s 
return to the helm of affairs. As the Con¬ 
gress government began introducing ill- 
concetved economic reforms, employment 
opportunities shrank and economic di.v 
parities started widening rapidly, the decay 
of the universities as centres of academic 
excellence, character-building and 
ideological commitments fiegan As an 
uncertain future loomed large students’ 
only concern became passing exams and 
seizing jobs. If the NSUl brought in 
lumpenisation on the campus, the refor¬ 
mist campaigns of the ABVP such as the 
demand for adherence to the calendar 
year, fair examinations, etc, also lead 
nowhere. The student leaders of the 1974 
movennent got absorbed in the system. The 
left’s policy of tailing the Congress and 
other non-Congress formations on dif 
ferent occasions led to the erosion in the 
support commandeered by the left student 
belies like the Student Federation of 
India (SFl) and the All-India Student 
federation (AISF). And thus emerged 
a vacuum in student union politics. 
Casteisms, corruption and lumpenisation. 
became firmly entrenched on the campus 
and ideology became a discredited thing 
as student politics became a plaything of 


the NSUl and the Akhil Bharatiya Vidyar 
thi Parishad (ABVP). 

In this sordid ainiosphcre the over¬ 
whelming victory ol the .All India Students 
Association (AISA) in the elections to the 
students union to live universities of Uttar 
Pradesh has come as a breath of fresh air. 
The victory of this barely three-year old 
radical student organisation is nothing less 
than an act of trouncing the dev'il of ‘neo- 
Hindutva' in its den since the ‘nco- 
Hmdutva' brigade alter having achieved 
then devious plan of demolishing the 
Babri masjid has been treating UP as its 
strongest stronghold 

While the AISA candidates have won 
at .Allahabad, Banaras and Kumaon 
University, candidates supported by 
Mulayam Singh Yadav’s Sam ajwadi Parly 
have won at Lucknow and Aligarh. And 
everywhere the BJP’s student outfit ABVP 
has suffered humiliating defeal.s. What 
makes the crushing defeat of the ABVP 
signiricant is the fact that all these univer¬ 
sities barring Aligaih were firm strong¬ 
holds of ABVP. Only last year, the ABVP 
and the Congress-affiliated NSUl had 
secured significant victories. 

At Allahabad University, the AISA 
presidential candidate l.al Bahadur Singh 
who topped the Secondary Examinations 
in 1978, had a landslide victory polling 
2,340 voles beating his nearest Janata Dal 
rival by S75 votes. The ABVP candidate 
tared miserably ranking a poor fifth and 
polling just 127 votes. The ABVP could 
bag just one seat, that of joint secretary. 

The miserable performance of the 
ABVP is significant since the bigwigs of 
neo-Hindutva brigade like the BJP chief 
Murli Manohar Joshi and VHP chief 
Ashok Singh al have close connections 
with the university—Joshi is a faculty 
member, of the physics department and 
Singhal is a member of the university 
board. Besides the two, the former educa¬ 
tion minister in the BJP government in 
UP is also a faculty member of the 
university. 

Moreover Singhal has been working 
overtime for the success of ABVP in the 
elections. Only last year the ABVP had 
wrested control of the union with its 
presidential candidate defeating l-al 
Bahadur Singh of AISA by a margin of 
4S0 votes. On the strength of this win, 
Ojha defyiiv *U the traditions.and norms 


VHP sutMemo-^^ 

Ashok Singhal to unfurl the national flag 
at the university on Republic Day, that too 
after the VHP in arcordhnee with the 
countrywide ban on it had been kept out 
from the official guest of honour cere¬ 
mony at the Republic Day celebrations. 

For the student community at the uni¬ 
versity, already stunned at the events of 
December 6 and after, this proved the last 
-Straw. The AISA gave a call to oppose this 
move and on the morning of January 26 
students spontaneously came out to pre¬ 
empt the offisial ceremony by unfurling 
the national llag lhcm.selves after a pitched 
battle witb ABVP hoodlums. A humili¬ 
ated Ashok Singhal had to be escorred to 
the campus uiidei heavy security to ad¬ 
dress a handful of ABVP goons 

l-x)ually significant is the AISA’s victory 
at Banaras Hindu University (BHU). The 
neo-Hindiitva biigado has always treated 
that BHli, wheie out ol the 14,000 stu¬ 
dents just 90 belong to minority com¬ 
munities, was a place synonymous with 
the concept of u Hindu Ka.shtra. It was 
already projecting Banara.s as the next 
target after Ayodhya l ot the last 2.' years 
it has been ABVP all the way in the 
university elections with NSUl occasional¬ 
ly chipping in. Events ol December 6 and 
after however unmasked the ABVP and 
Its political masters. On Februaty 25, the 
CPI (ML-Liberation) organised a rally to 
oppose the neo-Hindulva btigadc’s devi¬ 
lish designs on the Gyanvapi mosque at 
Banaras. Thousands of students from 
BHU joined the rally led by the party 
general secretary Vinod Mishra, despite 
the di.strict admini.stration's ban cm it and 
later courted arrest en masse. 

Thus nobody was surprised when in the 
March 26 elections, none ol the ABVP 
and NSUl candidates was elected to any 
of the union posts. AISA’s presidential 
candidate Anand Pradhan scored a .spec¬ 
tacular victory securing 2,300 votes and 
beating his nearest ABVP rival by a 
margin of over 2,(X)0 votes. This was the 
first victory of a leftist candidate after 25 
years. The vice-presidential post went to 
the SJP candidate Tkrun Kumar Singh 
and that of general secretary to the in¬ 
dependent candidate Sidhhartha Sekhar 
Singh. No ABVP and NSUl candidate 
was elected to any of the union posts. 

Elections at the Kumaun University 
dso followed a similar trend as the AISA 
candidates scored thumping vitTories over 
ABVP candidates. ALSA’s presidential 
candidate Girija Paihak won by a margin 
of 500 votes. Last year it was the ABVP 
which had defeated the AISA candidate. 

In the elections at laicknow and Aligarh 
universities, however, Mulayam Singh 
Yadav’s Samajwadi Party-supported can¬ 
didates won. Though Ashok Singhal him¬ 
self campaigned for the ABVP at Lucknow 
University and even the Bajrang Dal’s in- 
. famous chief V inay Katiyar issued an ap- 
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peal to the students to vote m the name 
of Ram, the students rebuffed these com 
munal fascist forces and elected can¬ 
didates who stood for secular democracy 
While the success of the leftist socialist 
forces in these university elections in itself 
may not have a significant bearing on the 
overall political scenario, it is neverthelevs 
a positive development At a time when 
the forces representing Hindutva have 
spread ihett tentacles throughout northern 
and western India the ciushing defeat of 
these foaes in Uttar Pradesh signifies the 
changing mood oi young people In any 
case, the rise of BJP to power in UP has 
been possible only because of the inulli 
cornered contests and the consequent split 
in the anil RJP anti ( oiigrcssfh votes dur 
ing the last elcitions 

In recent limes it his been the HIP 
brigade which has been dictating the 
tcims ot political discouisc in the counirs 
aiound the theme of Jcsiructioii of the 
Babn masjid ni Ayodhya and the building 
of j Ram temple at the silt I he location 
of Ayodhva in UP and the rise of BtP to 
power had made the state particularly 
vulnerable to the BJPs devilish games 
The humiliating defeat ol BJP supported 
candidates in the univeisines show the 
narrow base from which the loiccs repre 
senting Hindutva have been perpetrating 
their fascist assault on the foundations ot 
the (ountry’s seculai democratic polity 
The rise of the AfSA in the eastern, ecu 
tral and hill areas ol UP shows that the 
political line taken by the ( Pi (ML 
Liberation) and Indian People’' front 
(IPh) IS gaming acceptability among the 
people thioughout UP and it is not a lorce 
confined to Bihar only as sonic analysts 
would have us bciteve 

And lastly, the success ot the leltist and 
socialist forces in these electicms show that 
ideology is makiug a comeback on the 
campus Thai if an alternaiivc i> proper 
ly projected before the students, they will 
definitely opt lot it rather than toi blind 
mandalisation or communal fascism And 
the alternative AlbA did pioject well 
befoic the students 

In a region where industrial growth is 
stunted, agricultural growth stagnant and 
consequently employment opportunities 
ate shrinking, AISA's slogan, ‘Danga nahi 
rozgar chahiye, jine ka adhikai chahiye’ 
(we want employment not riots and the 
nght to live) caught on with the students 
This together with the AISA’s espousal of 
issues confronting the students from the 
wider ones like academic anar<'hy and 
vitiated campuv atmospheie to micro 
issues like library and hostel problems 
eve-teasing, etc—has made it popular 
among the students While suppoiting 
caste based reservations but emphasising 
that the real issue was not reservation but 
creation of employment opportunities 
which was not possible either under the 


present impfiialisu-dicuied economic 
legime or the BJPs ‘Hindu ng}’ which was 
the plank of the propertied classes to 
maintain the status quo, the AISA has 
been trying to provide a workable alter 
native to the student community 
The success of the AISA has forged a 
move towards unity among the left From 
May 8 to 10, the AISA organised a 
ChhaCra Yuva Mahakumbh in Allahabad 


PRIVAF ISA! lf)N has been an impoiiani 
componeni I'l the transition c>l the eastern 
block couiiiiics (the former Soviet L nion 
and cast Lurupcan country) from vocia 
hsm to market economics Poland has 
been in the forefront of major pnvatisa 
lion effort undertaken in the eastern 
Luiopc in the last few year i In 1990 the 
coalition government in Hungaiv headed 
by the Ucnioctatic Foiuin envisaged that 
privatisation was to be the cornerstone of 
the radical economic and scKial tianslor 
mation in this < ountry where (he jirocesv 
ot privatisation had begun much carliei 
( /echoslovakia initiated a novel method 
of coupon privatisation m 1991 before 
the division of the country into C /ech and 
Slovak republics Bulgaria and Romania 
have also undertaken privatisation pro 
grammes since 1991 

Mikhail Ocirbachev’s polie 7 cf perest 
roika gave a major thrust tor privatisation 
in cast i urope when he oftieially an 
.lounced (hat different forms oi owner 
ship could CO exist under socialism thus 
denouncing the Stalinist interpietation 
of socialism But the actual process of 
pnva&sation gained momentum by 1989-90, 
w hen the (former) Soviet Union itself also 
took steps for (he implementation of the 
policy on privatisation After concerted 
efforts to reform the economics during thr 
last few years, the inflation rate has been 
brought down substaniially, budgetary 
detlcii has been below S 6 per went of 
GDP. external current account has been 
buoyant tor most of the east European 
countries, foreign investment has been 
flowing in, I cal GDP growth though 
marginally negative is poised to become 
positive by 1993 All these factors have 
created favourable conditions for speeding 


Univendty for all the students and youth 
organisations which are anti-BIP and 
anti-Congress so that they can fqdit from 
one plank As the CP1(ML) general 
secretary Vmod Mishra told The Times oj 
India, “on May 10, I8S7, tire first in¬ 
dependence movement was suited This 
year we will launch the second indepen 
dence movement against ail that is ailing 
our country” 


up iIk piiviiisaiioii prugiamines in thr 
cauoiii 1 urope 

Iheic aic miiliipk ibjcclives for 
privatis.ilioii III the cast 1 uropean coun 
tries III ideological terms, privatisation 
serves the puiposc of trinsfer of owner 
ship iigliis tiorii the slate to individuals 
thus promoting iransitioii from socialivt 
to lapitalisi cconomv A' a corollary lo 
this sysicmic mctliciciicies arising out of 
specilics of St lu ownership in the forme' 
socialist cast i uropean counitiev are ex 
pccted to K eliminated through pnvatisa 
tion Apart (rcuri this privatisation is eon 
sidered bv these countries as a soutce ol 
incomv. through large >caie sale of state 
propc'ily and asset. In this seii'r the pre 
sent supplv of assets i* unprecedented in 
the hisioiy Ineome is to be generated 
through privatisation not onlv from 
domestic 'ourecs and channels but also 
from abroad At the same time pnvatisa 
non serves as an impoi tant objective for 
the former socialist counines in reducing 
government expenditure on maintaining 
Slate enterprises many of which were in 
etiicicni and were a dram on the state 
exchequer 

In Poland 90 per tent of small-scale 
sute owned enicrpnses (SOEs) have been 
privatised By June 1992 the number of 
SOI s privatised or liquidated reached 
1 749 1 he t.adiiion il method of privati 
saiion which included initial public offer¬ 
ing and trade deals involving loreign 
investors accounted for 43 medium and 
large enterprise!. By June 1992, the number 
of joint stock companies or limited 
habilities companies created through the 
commercialisation of SOEs numbered 
286 The number of SOEs commeimlised 
for the mass privatisation scheme were 


Privatisation in East European 
Countries 

R (r (ridadhubli 
Rama Sampal Kumar 


In easf I uropean aiuntnes prnatisation is an important 
component of the piocess ot transfoimafion ol 
socialist economics Ho\s successful has it been and vihat are the 
problems encountered'^ 
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178 Moreover, there were 800 pnvatisa* 
tion proposals of medium sire SOEs 
which were considered for lease to 
management and workers In spue of this, 
there are still 8,000 medium and large 
SOEs to be privatised Thus the original 
target set in 1990 by the Polish auihonties 
to privatise half of the stale assets within 
three years has not been fully rea(.hcd 

In the C/eth republic bv 1992 over 
20,000 small business (40 pei cent of retail 
trade) had been sold to private owners 
The government had expected to privatise 
1,700 large SOI s (in the C /cch terntoiy) 
and out ot this roughly 100 involv^ 
foreign buyers Having initiated and car 
rying out voucher privatisation in 1991 92, 
in the second wave ol privatisation of ap 
proximatcly 3 500 SOI > arc scheduled for 
privatisation (in both Czech and Slovak 
republics) So (ai they have managed to 
sell only 40 large scale firms to foreigners. 
About 2,800 medium an 1 large scale 
sots for which no foreign investor ex 
pressed intert st were fo'ded info voucher 
schemes So far foteien cafnlal investment 
has reached appioxima cly 12 billion 
according to L'*' advisors in tht ( zech 
ministry ol privatisation and some S3 
billion are reported to hr in the pipeline 

In Hungary the privatisation of small 
units mainly retail outlets tc has already 
been undertaken in a big w jy I ht tradi 
tional privatisation effort) have worktd 
well in Hungary as compared to other east 
I iiropean ouniries Moreovti, some 80 
per tent ot ifit privatisatn n in the last 
vouple ol yiais has been aciomplished 
through salts to loreigne>s Hut observers 
doubt whithci tht pace tan bt maintained 
since manv ol the most profitable enter 
prises have already been privatised In 
1992, Hungary privatised 12 per cent of 
the stale assets (from a pool of 2,0(X) 
medium and large scale SObs) At cor 
ding to Tiber Ihyngnit/, the sia.c setretary 
lor privatisation rliiagarv has made 
substantial progresv t iwards privatisation 

In Rumania 50 per cent of tht state 
owned housing has betii void at nominal 
costs to Its residents But even as rctently 
as mid 1992 the goveinineni was not plan 
ning to auction off small scale shops and 
service outlets In Bulgaria, small scale 
privatisation had not yet taken off by 
mid 1992 as they were vill in the rudimen 
tary stages of establishing institutions 
mandated by the new piivatisation legis 
lation 

MODIlSt'g Privmisaiios 

There are various models of pnvati 
sation whicli are being experimented 
and implemented m the east E uiopean 
countries 

The traditional model is the sale ot pro¬ 
ductive assets owned by the state to the 
private sector, the main stress being the 
reenpts to the government This approach 


works best in economies with an one of the most equitcble routes 

whelmingly predominant private sector as to primiisaiion since all citUEens ‘ex ante' 


in the UK and where the privatisation pro 
oess IS not viewed primarily as a means 
to introduce micro economic efficiency 
uilo the bulk of the economy Among the 
east European countries, Hungary is a 
unique case paitly because the smalla 
retail outlets wrre already under lease <s 
part of the rountiy’s ‘reform socialism^ 
movement which bc^an in 1968 and by the 
end of 1990 when the wave of privatise 
lion swept over the east Europe the slate 
sector in Hungary was responsible foi 
about ()0 per cent of the value added in 
national production C zechoslovakia 
has also partly followed this traditional 
approach 

But this approach of privatisation has 
been widely critiased for its slow progresv 
According to the C zech prime minister "If 
wc proceeded at the British rate it would 
take us 400 years ’ to privatise as the 
negotiated sale approach yielded the 
British the sale ol only 10 per cent ol the 
British industry over seven years Hence 
he found the Thatcherite method of pri 
vatisation a ‘go slow model and intruduc 
cd the ‘shock therapy* model for a fast 
and massive privatisation But what is 
happening now is some sort of a hybrid 
between ‘shock therapy’ and ‘go slow’ 
models 

Small privatisation has bv far been the 
most successful tev hnique for transfcrni^ 
the ownership of state assets This type of 
piivatisation (involving sale of small in 
dusirial, trading and latering establish 
mcnis) IS relatively simple to execute and 
can be done quickly, easily and efficient 
ly loi producing tangible results with 
relatively little social or political opposi 
tion kinancing arrangements are the res 
ponsibilily of the buyer and there are 
typically no airangemcnts to assist in raiv 
ing finance. The auctions for selling small 
business are run by lical privatisation of 
fices under the guidelines established by 
the central privatisatKin authority Sales 
are usually for cash, and in most cases the 
successful bidder mii<i make an immedi 
ate down payment of 10 per cent and then 
the balance in at given fixed time (90 days 
in the case of Czechoslovakia) So far this 
process of small business privatisation is 
popular only in the trade and services set 
tor Most of the restaurants ate privatis¬ 
ed in this way in Poland, Hungary, C zech 
and Slovak republics This process is also 
not without constraints, for instance, wha 
lonsiitutes small business, the question of 
restitution to former owners, agency that 
will be responsible for actually organis 
mg the process of privatisation and so on 

Mass piivatisation This approach 
attempts 'he transfer of ownership of 
thousands of medium and large scale 
state owned enterprises to private owners, 
using vouchers or coupons or othci means 
ol mass distribution Mass privatisation 


receive equal ownership stakes The 
vouchers provide liquidity to the (Hherwise 
non-liquid population In 1992 mass 
pnvatisation schemes have been legislated 
and are in various stags of impimientaiion 
in Czechoslovakia, Poland and Romania 
In the C zech republic the voucher pro¬ 
gramme has been very popular where the 
aiizens were entitled to purchase vouchers 
at the nominal cost of about an average 
one week's wages and later these voucheis 
arc exchanged tor shares A complex for¬ 
mula was used for determining the value 
of the shares which balances book value 
and investor demand After the break up 
of ( zechosiovakia, in the Czech republic 
more than two thirds of the investors own 
ing vouchers have given control of their 
vouchers to private investment funds, also 
known as national investtnent fund, which 
have promised very high returns 

In the Czech republic enierprises have 
considerable flexibility in the sale through 
vouchers and to foreigners, with no mini 
mum percentage of share mandated to be 
distributed 1h rough the voucher system 
The method used is a ‘bottom up' ap¬ 
proach where the enterprises are expected 
to plan their ow n pnvatisation programme 
and to present their plan to the govern¬ 
ment for appioval The federal govern 
ment in Prague was to control only about 
5 per cent of t he sale of SUEs and the le 
nuundei to be sold by the Czech repubhe 
1 he Slovak republic, on the other hand, 
has pushed the coupon pnvatisatUMi in the 
background and has moved to standard 
methods such as public auctions, public 
tenders and so on 

In Poland there has been a keen interest 
in introducing mass privatisation as the 
best method to speed up the process of 
privatisation in the country The prime 
minister of Poland. Hanna ^chocka and 
the minister for privatisation, Janus/ 
Iziwandowski announced (he government 
decision lor rapid and mass privatisation 
in April this year 

Howrvei on the issue of mass privatisa¬ 
tion Ihiough vouchers or coupons the 
response may not be uniformly posilivr 
among all the political groups in the east 
European counines In Poland, the leader 
of Conservative Party, Alefcsander Hall, 
holds the view that, “the strategy of 
fostering impossible hopes through pro 
mises of a distribution of 7,300 million 
worth of privatisation bonds among 
Polish citizens was tantamount to facile 
populism" 

Internal privatisation refers to program¬ 
mes that progressively cede control of the 
state owned enterpnses to internal groups, 

I e, management and workers. Progninins 
are usually instituted to lease SOEs to 
management and workers with (he option 
to later turn the lease into direct govern¬ 
ment loan In reality no east Euiropean 


Economic and Political Weekly June 12, 1993 


1217 



vmiHiry pursues suen m pnvMuuwu 
method as a primary strmt^y. What is 
happening is that the governments are 
faced with political pressures to recognise 
the effective ownership claims of SOE 
management and workers. Hoping to 
privatise the sector quickly the govern¬ 
ments have instituted programmes and 
regulatory procedures that recognise the 
attempts to make the bc.st of internal 
privatisation. 

indusiry-spccinc or sectoral privatisa¬ 
tion addresses the issue on a sectorwise 
basis. A competitive environment is 
created for the most attractive deals and 
there are various economies of scale 
associated with working simultaneously 
on many units or enterprises, in Poland, 
during March-Detember 1991 under the 
Bielechi administration a high degree of 
priority was accorded to ses-iorai privatisa¬ 
tion A .senes of industrial sectors (typical¬ 
ly with 10 to 20 enterprises) were selected 
once a sector has been chosen for privati¬ 
sation. Officials of the miiiisir> ol privali 
sation prepare detailed terms of releieiice 
that describe the work programme 
Selected advisors (including foreigners) 
are united lo bid for the propo.sed assign¬ 
ment and these outside advisors arc com¬ 
monly used throughout eastern Europe to 
a.ssisi in the sectoral privatisation process 
of medium- and large sired enterprises A 
number of individual enterprises were sold 
either by floating them oft lo the public 
or by sale to a western partner. Subse¬ 
quently, the administration of Ols/ew-ski 
during Decernber 1991-Junc 1992 gave this 
sectoral approach less piiorily and 
although this type of privatisation pro¬ 
gramme covered more than .‘'(K) enter 
prises, there were only five completed 
transactions in the first year ol the pro¬ 
gramme. There are a total of 8(X) SOEs 
in Poland. The subsequent government 
finds ma.ss pr ivatisation more suitable to 
accelerate the programme 

PKOIU 1 MS Ol PmVAIlSAIlON 

The east European countries are facing 
several problems in their task of privati¬ 
sation. 

First and foremost an er-tire new system 
of laws have to be created spelling out the 
rules and regulations for the privatisation 
programme—commercial regulations, 
property rights, bankruptcy laws, etc. 
Some east European governments have ig¬ 
nored important issues such a.s corporate 
governance of state-owned enterprises so 
much so that many state-owned enter¬ 
prises still remain units of the govern¬ 
ments without corporate status, budge' 
accounts board of directors, etc, corpo¬ 
ratisation or commercialisation are neces¬ 
sary preconditions for privatisation and 
should be viewed as privatisation itself. 
These problems are serious particularly in 
the case of Bulgaria and Romania. 
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>' wiinow a emr poiiiicai manoaie ana 
stable leadership from the top, it is ex¬ 
tremely difficult for a privatisation pro¬ 
gramme to be successful. The present 
privatisation process has started at a time 
of fundamental systemic crisis making it 
a political issue For instance, in Poland 
the legislative struggle around the 
privatisation bill lasted for 10 months in 
1992 because of the lack of consensus on 
the basic principle The government 
wanted to implement a basically ‘British 
type' philosophy of privatisation, i e the 
sale of state enterprises by state organs 
through public offering. But this receiv¬ 
ed stiff resistance from the opposition 
groups not merely because of the extreme 
slowness of the method but because of the 
•old' ideological considerations. Such in¬ 
stances have been occurring of late in the 
CIS countries too where the political 
dimensions of the economic reform 
policies seem to take an upper hand. 

Privalisauon in a few eastern European 
countries such as Romania is made more 
difficult because it lacks the basic in¬ 
frastructure that IS required for ihc work 
ing of the private .sectoi. Many other 
parallel institutions have lo be set up il 
privatisation is lo take place very fast 
Eirst and foremost in a market economy 
pi ices are settled at market clearing levels. 
The basic msiiiuiions of the capital 
market (like the slock exchange, specialis¬ 
ed banking, financial and consulting sci- 
vices) which play an important role in 
modern capitalist system have to be 
created, but such in.vtitutions cannot be 
created over night. When privatisation is 
carried out m an economy with under¬ 
developed capital markets, the resulting 
credit crunch is bound to encourage the 
governmcnt.s to intervene by bailing out 


me anprooucjtive rtmii. 

Another important problem faced by 
the east European economies who want 
to privatise, i e, selling of firms to the 
public, is at what price? There is a situa¬ 
tion of the distort^ price system that the 
east European countries have inherited 
from their socialist past. But a reliable 
valuation of t he firms requires a realistic 
price structure for the inputs and outputs 
of the enterpr iscs. The dominance of arti¬ 
ficial stale pr ices means that asset valua¬ 
tion for privatisation purposes will be 
quite arbitrary. All the east European 
countries are trying lo solve these pro¬ 
blems through the ptrlicy of price liberali¬ 
sation. In the meantime to overcome this 
problem Russia ha.s started a novel 
method of establishing a system of cor¬ 
rection coefficient, in which the 'base 
values’ (arbitrary, book values less ar¬ 
bitrary depreciation) are adjusted through 
multiplication with this correction coef¬ 
ficient. These coefficients range from I.I 
for laboratory equipment to 4 8 for motor 
vehicles. These valuations are then to he 
adjusted according lo the most recent 
financial performance of the enterpri.ses 
in most of t he east European countries 
there arises the problem of ‘ownership’ of 
state enterprises. In many cases both 
managers and workers claim ownership. 
Over the years power has accumulated 
within enterprises in the hands of mana¬ 
gers and also trade unions and hence btsih 
as,sert a de facto if not a de jure claim. 
Jeffrey Sachs, an American economic ad¬ 
visor to the Polish government, points out 
that privatisation should liegin by esta¬ 
blishing that ccnital governments alone 
own them and only they have the power 
to privatise them. According to him the 
overriding aim should be to transform 


The Indian Association for the Study of 
Population announces an Essay Competition under 
Chandrasekaran Award. The essays written on 
“Population Growth and Sustainable Develop¬ 
ment’’ by young scholars (below 40 years) are in¬ 
vited. First prize Rs.1,500/-, second prize Rs. 1,000/- 
and thiid prize Rs.750/-. 

The articles for inclusion in the competition 
should reach Prof. PC. Saxena, I.I.P.S., Go's^ndi 
Station Road, Deonar, Bombay-400088 by 
15 October, 1993 at the latest. 
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slate enterprises into inrivate.eorponitions 
with transferable ownership shd^rather 
than into co-operatives or firms self 
managed by their workers. In general, the 
shares can be auctioned with a portion 
sold at a discount to the firm’s workers. 
This is followed in most east European 
countries (with the exception of Hungary). 
In some cases cash is used and in many 
other cases the voucher is used (obtained 
through the free distribution scheme as in 
Czechoslovakia). 

In the process of privatisation restitu¬ 
tion has become an important issue 
especially in the Czech and Slovak repub¬ 
lics. In Czechoslovakia, before the break¬ 
up, reprivatisation had been a serious 
issue and the character of their compen¬ 
sation was considered not merely moral 
or symbolic but included the restitution 
of the property that had been confiscated 
in the past. In Poland it has had a lesser 
significance because of the land question 
which had been predominantly private 
and therefore reprivatisation was not a 
polttical target Another point tn Poland 
IS that the pre-war capitalist groups were 
mainly Jews and Cicrinans, whose ownet- 
ship cannot be re-establishetl for the most 
part. 

The issue of reprivatisation of proper 
ty has met with opposition from a number 
of influential economists m Poland who 
think that this will pul a brake on quick 
privati.sation. There is another argument 
made at the same lime that the demand 
for perfect justice cannot be satisfied. In 
Hungary ihe restitution scheme was found 
to be uncon.stiiutionai by the courts but 
the Restitution Act encouraged degressive 
ly increasing compensation for nationalis¬ 
ed property in the form of privatisation 
vouchers. 

The privatisation of big schemes and 
projects has not produced much results so 
far. It is not very clear whether mass 
privatisation through free distribution of 
ownership or the Hungarian type of spon¬ 
taneous privaii.sation will offer a more ef¬ 
ficient solution in the long run. Many of 
the east European countries have been 
able to privatise only small- and medium- 
size firms, in fact, even in societies of the 
west large organisations are often unres¬ 
ponsive to new circumstances. The preva¬ 
lence of obsolete plants and buildings in 
these industries combined with other fac¬ 
tors have tended to produce a dearth of 
bidders for privatisation of big projects. 
In the east European countries the large 
enterprises dominate the economy and for 
privatisation to become meaningful large 
enterprises too should come in the fold of 
privatisation, in Poland, there are only 
982 enterprises in ihe state sector with 100 
or less employees. The average number of 
employees per state-owned enterprise (ex¬ 
cluding co-operatives) was 1,132. By con¬ 


trast, in the west there were itn avenige of 
66 workers per plant in 1986 according to 
a survey of western economies. Moreovei; 
many heavy industrial plants are burdened 
with expenditure on many associated ser¬ 
vices that in the west would be provided 
by municipal or private supplies. They 
usually include places of ‘culture’, hous¬ 
ing, polyclinics, sanatoria, kindergarien.s, 
etc, since employment is very large in .such 
enterprises. 

The inability of concerned governments 
to manage the process has slowed down 
many privatisation programmes. In many 
cases the successors of the old communist 
regimes have tended to do away with the 
direct infiucnce ovei the economy assum¬ 
ing that the emerging market forces would 
co-ordinate production. While ihe final 
aim IS the reduction of state involvement, 
privatisation and other economic policies 
to succeed in iransition period require that 
(he state be active during the initial stages 
of the process. If the state is allowed to 
lose its influence instantly the transition 
to capitalism will lead to costly eqonomic 
chaos. The government, besides supeivis 
ing Ihe privalisaiion programme^ should 
also help m bunging about other econo¬ 
mic measures such as creating stable 
macio-econoiTiic conditions, because pii 
vaiisaiioii by itself is noi a miraculous 
remedy for Ihe distortions and atlmeiiLs 
of past communist economy. 

One problem affecting production in 
Poland is the existence of strong trade 
unions whicfi has discouraged investment 
by privatised films which will be required 
to make huge additional investment for 
aimplying with social packages, i e, pro¬ 
viding social benefits including housing, 
medical, etc, Theie is resistance on the 
part of industrial workers against privati¬ 
sation since it often leads to laying-off of 
workers. Unemployment has, in fact, been 
rising in all the cast European countries. 

I'he Hungarian minister of privatisation 
Tamas Szabo has observed that worker in¬ 
volvement is a critical factor in the task 
ot privatisation. Hence, the Hungarian 
government has created a council for co¬ 
ordinating Ihe interests of groups in 
eluding that of labour which will be af 
fected by privatisation. This worker par¬ 
ticipation in privati.sation has facilitated 
largely the creation of ‘social peace' in the 
country (/A/A' Survey, March 22, 1993). 

East European countries have often ex¬ 
perienced bureaucratic resistance for 
speeding up the process of privatisalioa 
Bureaucracy had been the beneficiary of 
the previous system enjoying power and 
privileges in the country. Under the 
changing conditions of lib^lisation, the 
role of bureaucracy had been reduced 
substantially and consequently iu political 
and economic power in the country. 
Hence, bureaucracy is not enthusiastic 


abotit prlvttlsat^n in pCrticular and 
economic UberaBsation in general. Mote- 
over, state enterprises and units belonged 
to different ministries and departments. 
But due to lack of inter-ministerial co¬ 
ordination in implementing policies and 
programmes, the pace of privatisation has 
slowed down. 

Ill east European countries, privatisa¬ 
tion is an essential and crucial process for 
achieving major objectives, i e, to bring 
about systemic transformation and to 
achieve rapid economic progress. Con¬ 
sidering the magnitude of privatisation 
which is truly historic and problems in¬ 
volved m the implementation of the pro- 
graniinc. the task of privatisation offcis 
.4 loiinidable challenge to the leadership 
of the casi I uiopean counliies. In this 
regard ihe prime minisier of the Czech 
republic has echoed ihe sentiments of the 
political leaders in the eastern Europe who 
arc frustrated by the slow pace of the im- 
plemenl.ation of transformation—“I had 
thought the process would happen more 
quickly. I had no idea how great (he pro¬ 
blems connected with privatisation would 
be. or how strong the resistance to it would 
be in the state enterprises. . But not¬ 
withstanding such a multitude of pro¬ 
blems, the east European countries have 
pursued the polity of privatisation often 
combining tiaditional and non-traditional 
approaches and methods. As observed by 
Janusz l.owandowski, mass privatisation 
at present will provide the necessary 
stimulus to galvanise the development of 
industry in the country. 

Much ol what has been achieved is in 
the realm ol privatisation of small under¬ 
takings in trade and service sectors. A 
beginning has been made in Ihe privatisa¬ 
tion of medium-scale industrial establish¬ 
ments There has not been much success 
in Ihe privatisation of large state-owned 
enterprises. 1 he lole of foreign capital in 
the privatisation process has not been 
significant so far in the east European 
countries except in Hungary. 

The tempo of privatisation may pick up 
in these countries during 1993-1994. The 
Czech and .Slovak republics are to launch 
the ‘second wave of coupon privatisation’ 
in the .second half of this year. Poland has 
also launched mass piivati.saiion in 
March. In the next couple of years .some 
east European countries particularly 
Hungary, Poland and the Czech republic 
may be able to achieve substantial progress 
in the task of privatisation. However, it 
is unlikely that ^1 the major problems fac¬ 
ing them in the process of privatisation 
will be solved. Moreover, it may take a 
much longer period, say five-seven years 
to achieve the principal objectives of 
privatisation, namely, economic efficien¬ 
cy, rapid economic growth and integration 
with the world economics. 
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PERSPECTIVES 


Gigantic Peripheries 

India and China in World Knowledge System 

Philip G Altbach 

In terms of number of qualified scientists and researchers, India 
and China are considered the third world’s scientific 
superpowers. Yet these two countries will remain peripheral in the 
world scientific system. 


AT first glance, these two large and im¬ 
portant countries would seem to be well 
positioned for scientific leadership, and 
in fact they have achieved considerable 
success. China and India have relatively 
well developed scientific infrastructures 
today, including scientific laboratories, 
universities, a network of scientific jour¬ 
nals. and large number of scientists and 
researchers. India, in fact, is the third 
world's scientific superpower in terms of 
number of qualified scientists, and China 
is not far behind. Both have a long scien¬ 
tific tradition-—dating back many cen¬ 
turies in terms of indigenous science and 
scholarship and well over a century for 
western-oriented science and higher 
education. Both have, in the years follow¬ 
ing second world war, promulgated scien¬ 
tific plans and have taken scientific 
development seriously. And both have 
achieved considerable success—both are 
nuclear powers, for example, and both 
have a growing hi-tech industrial base 
which is capable of producing sophisti¬ 
cated products although no^at the cut¬ 
ting edge of world technology. 

This essay has at its core a surprising 
contradiction; its basic argument is the 
world's two largest countries, at least in 
terms of population, are now and will re¬ 
main for the foreseeable future relatively 
unimportant in terms of international 
science and scholarship. They are, and will 
continue to be, influenced by scientific 
developments external to them. They will 
not have equal access to the major ele¬ 
ments of scientific communication such 
as the international scholarly journals, 
data bases and the like. In terms of basic 
scientific research, in virtually every field 
and discipline these two countries will re¬ 
main behind the world leaders and they 
will be dependent on ideas and discoveries 
from abroad. They are, and will remain, 
peripheral in the world scientific system. 

Why must these two large and powerful 
countries be lelegated to peripheral status 
in terms of world science and technology? 


The answer is complex aqd will be ex¬ 
plained in this e.ssay, but the simple truth 
IS that world science is highly centralised, 
that its infrastructures are located in a 
small number of industi iaiised countries, 
that advanced science requires large in¬ 
vestments of funds and increasingly needs 
highly sophisocated laboratories, and that 
top scientific personnel tend to be concen¬ 
trated in a small number of countries and 
at the key academic and rcseaich institu¬ 
tions within those countries. It takes a 
tremendous investment to break into the 
'major leagues’ of world science and it is 
unlikely that either China or India will be 
in a position to make this investment. 

This is not to say that these two impor¬ 
tant countries cannot play a significant 
scientific role or that science and research 
cannot help to contribute to national 
development. Both already play a role and 
have already used science for develop¬ 
ment. By focusing on maintaining a scien¬ 
tific base, supporting scientific research 
and higher education and ensuring that 
the best scientific personnel do not leave 
the country, .scientific research can be 
maintained at a reasonable level.' By 
targeting spedfic areas of science that can 
contribute to national development and 
generously supporting these, it may be 
possible to build up world-class science in 
a few fields. China and India need to be 
realistic about their position in the world 
system of science and technology. Through 
a recognition of what is, and is not, possi¬ 
ble, the best use can be made of indi¬ 
genous potential. And effective strategies 
can be developed for functioning in the 
world scientific system. 

There are also distinctions to be made 
between the development of universities 
and of ancillary research capacity for 
internal purposes and involvement in 
research at the international level. Both 
countries have built up large and differen¬ 
tiated academic systems which serve their 
complex needs. Quality varies, but there 
are in both countries universities as well 


as research facilities which approach or 
meet international standaids. Advanced 
training in universities is necessary for ex¬ 
panding economies. Thus, the positions 
of these two countries in world research 
is not an argument for curtailing higher 
education, although this reality does relate 
to the research foci of their academic 
systems. Planning for higher education 
must take into account the nature of the 
international knowledge system and the 
place of the country in that system. 

Countries cannot free themselves of the 
international knowledge system. Both the 
basic institutional structures of modern 
higher education and science and the in¬ 
tellectual underpinnings are western in 
nature and have come to dominate the 
world. All contemporary universities are 
based on the western model, regardless of 
their location.^ No developing country 
has made a sirious attempt to build a new 
university model. In the few attempts to 
break with western universities, such as 
during the Cultural Revolution in China 
in the 1960s, higher education basically 
stopped. Further, the scientific communi¬ 
cations networks—journals, data bases 
and the like-^arc also western in orienta¬ 
tion and control. 

This discussion has relevance to develop¬ 
ing countries generally, since all have seen 
higher education as an important part of 
nation building and many have stressed 
research as a part of the function of 
higher education. The points made in this 
essay apply to all developing countries, 
since all face similar problems in their 
efforts to build up scientific capacity and 
to work in the context of the world know¬ 
ledge system. Indeed, most wilt find it 
even more difficult to develop scientific 
capacity on a much smalio^ population 
and resource base than China or India. 
Different developing countries face vary¬ 
ing circumstances and their higher educa¬ 
tion and scientific development will be 
determined in considerable part by these 
realities. Many countries, such as most in 
sub-Saharan Africa, will find it impossi¬ 
ble to build up a research infrastructure 
that can funaion at international levels 
and universities will need to adjust to this 
reality. Others, such as the newly indus¬ 
trialising countries of east Asia, have the 
financial and personnel resources to build 
up a research base in selected areas. ^ Ad¬ 
justing to the realities of the international 
knowledge system is not solely a matter 
of the developing countries. Small in¬ 
dustrialised nations or those which arc 
outside of the mainstream must also take 
these factors into account. Norway, for ex- 
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must adjust its educational and sdtmtific 
priorities to fit its relationships to the in¬ 
ternational knowledge system—Norwegian 
scholars often obtain their advanced 
degrees in other countries and use English 
as the language of scientific communi¬ 
cation—and sometimes of teaching. The 
experiences of the largest and best 
developed of the third world nations— 
China and India—provide important 
lessons for other countries. 

It is beyond the scope of this essay to 
discuss the international knowledge 
system in detail, but it is important to 
focus on some of the key elements of the 
system as they affect China and India.^ 
By international knowledge system, we 
mean the people and institutions that 
create knowiedge and the structures that 
communicate knowledge worldwide. There 
are, of course, many different kinds of 
knowledge. Our focus is on scientific 
knowledge that i.s ba.sed on research and 
which tends to be circulated international¬ 
ly. This knowledge is both basic in that 
it relates to the advancement of the scien¬ 
tific disciplines and applied as it is used 
for technological and industrial products 
and innovations. V hile the natural, engi¬ 
neering and bio-medical sciences are per¬ 
haps most central, we are also concerned 
with the soda! sciences and even the 
humanities. The knowledge system affects 
all of the scholarly disciplines as well as 
applied fields. We are less concerned here 
with the important areas of indigenous 
science and scholarship. Fields such as 
religious studies, domestic history, music 
and art have strong local roots and arc 
much less dependent on external forces, 
but even these fields often look abroad for 
the latest methodological trends or for the 
approval of scholars in the west. 

The international knowledge system is 
complex and unequal. The means of 
knowledge production and distribution 
are both centralised. The bulk of the 
world’s R and O expenditures are made 
by a small number of industrialised coun¬ 
tries. Developing nations, including China 
and India, account for under 10 per cent 
of the world total. The US, the European 
Community and Japan dominate. Russia 
(the former Soviet Union), at one time a 
significant research power, is no longer 
much involved in research at the inter¬ 
national level. Both basic and applied 
research are dominated by the major in¬ 
dustrialised countries. Basic science 
depends on funding from governmental 
sources, the existotce of a huge and well 
trained academic scientific community 
based in universities (or in a very few cases 
government-sponsored research labora¬ 
tories) uid a competitive scientific culture 
that stresses research productivity for 
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ingly, basic science requires expensive 
laboratories with the most up-to-date 
equipment and access to libraries and data 
bases.. Only the large, research-oriented 
universities in the industrialised countries 
offer these resources. Further, new inter¬ 
disciplinary or subdisciplinary spectahties 
are inermsingty at the fiontiers of science, 
and these tend to emerge in large and weU 
equipped academic institutions. Basic 
science also depends increasingly in net¬ 
working—the personal and professional 
contacts that are helpful to scientific ad 
vancement. Being a; the centre of scien¬ 
tific development is crucial to involvement 
in these informal networks. 

The scientific communications system 
is also centralised and dominated by the 
major research producing nations. A few 
examples will indicate the elements of this 
network. While there arc between 60,OCX) 
and l.OO.OCX) scientific journals world¬ 
wide, only about 3,(X)0 are indexed by the 
Institute for Scientific Information (ISI), 
which keeps track of ‘significanl’, inter 
nationally circulated science. Most of 
these influential journals appear in the 
major international scientific languages— 
predominantly English and to a lesser 
extent French and perhaps German and 
Spanish. These are the publications chat 
communicate the major discoveries in the 
scientific disciplines, that are read by 
scholars and scientists throughout the 
world, and that arc died by other scholars. 
Most of them are edited by senior scholars 
in the US, Britain, and to a lesser extent 
Canada or Australia. These editors are the 
'gatekeepers’ of science.' The norms and 
paradigms that are influential in the 
academic and scientific systems of the US 
and the major industrialised countries 
dominate the world. Scholars in other 
parts of the world v ith different orienta¬ 
tions find it difficult lo get published in 
the major international journals. Journals 
from other parts of the world are not 
often circulated internationally. The 
publishing system for books is quite 
similar. The major publishers and editors 
are located in the industrialised world, as 
are the main markets for books (as well 
as Journals). English dominates interna¬ 
tional scholarly publishing. The most re¬ 
cent innovations in scientifle communica¬ 
tions, data bases and information net¬ 
works, are also located in the major in¬ 
dustrialised nations. The major scientific 
producing nations own the data networks, 
control what goes into them, and manu¬ 
facture the hardware and software that 
permits these systems to work. 

it is clear that developing countries art 
at a particular disadvantage Not only are 
their sdentifle systems gcneially small and 
poorly equipp^t but they do not have 
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worics. They are at best, consumers of 
knowledge And it is often diffleuit even 
to obtain access to needed information 
because it is too expensive or utilises hi- 
tech networks that third world nations do 
not have readily available Third world 
scholars may not he able to write easily 
in English and may not know the latest 
fashions in science or scholarship. Thus, 
they tend to be excluded from the top 
journals and are not part of the ‘invisible 
college’ of science that works through per¬ 
sonal contacts, international conferences, 
seminars and the like’’ it b in this con¬ 
text of inequality and scarcity that even 
countries as large and powerf^ul as India 
and China must function. 

India and China both have large and 
relatively productive academic and scien¬ 
tific systems. Both have taken science and 
higher education seriously. Both see sdence 
and higher txiucation as important to 
national development and both desire to 
build research capability and to harness 
it to technology and industry. Each cotm- 
try exhibits many similarities and some 
significant differences. It is important to 
discuss the nature of the academic and 
scientiftc systems of these two important 
countries. Tbgether, China and India con¬ 
stitute dose to one-third of the total 
population of the globe. This, in itself, is 
a signiftcant factor because they arc key 
consumers of scientific knowledge. Both 
countries have large and growing acade¬ 
mic scientific systems. 

China and India show some important 
similarities. Both countries have made a 
significant commitment to higher educa¬ 
tion, but both enrol on a small propor¬ 
tion of the relevant group. India enrols 
about S per cent of (he relevant age ^up, 
while about I per cent attend post-secon¬ 
dary institutions in China (4 per cent of 
the secondary school graduating cohort). 
This compares lo around 50 per cent in 
the US, 35 per cent in Japan and around 
20 to 25 per cent in western Europe. 
However, in the context of developing 
countries, both India and China enrol a 
relatively high proportion of the age 
groups—many countries in Africa, for ex¬ 
ample, have only I or 2 per cent of the 
age groups in post-secondary education, 
although Latin America educates a much 
higher percentage as do most of the rapid¬ 
ly developing economies of the pacific 
rim. 

India has approximately 140 universities 
and 7,000 collies. India also have a large 
number of specialised post-secondary in¬ 
stitutions, such as the internationally 
recognised Indian Institutes of Technology, 
several Institutes of Management, the Ihta 
Institute of Fundamental Research and 
others. India’s higher education is highly 


Economic and PoiUical Wwkly June 12. 1993 


1221 



(fiffereRtiatwl, with the quality of teaching 
and research high at some of the apex 
universities and specialised academic and 
research institutions. However, the bulk of 
undergraduate students in India’s 7,000 
colleges receive instruction that is well 
below international norms. India also has 
a network of government funded research 
facilities in a range of disciplines, from 
atomic energy to coal technology.' In ad¬ 
dition, Indian private industry has spon¬ 
sored a few research laboiatones in several 
fields such as silk technology and phar¬ 
maceuticals. In some fields, such as com¬ 
puter software development, India has a 
large and sophisticated research ap¬ 
paratus, both in some of the universities 
and research institutes and in the private 
sector. India also claims one of the world’s 
largest scientific communities—including 
researchers and post-secondary level 
iq^chers. It is often said that India ranks 
third in the world in teiins of the number 
of scientists, after the US and Russsia. 

China similarly has a large, differen¬ 
tiated and complex academic and research 
system. China has 1,024 colleges, univer¬ 
sities and other full-time insiitutions of 
higher education. More than half of this 
number are colleges of engineering and 
colleges of education. Only 4 iwr ceni are 
comprehensive universities, which have 
the highest picstige There are two million 
undergraduates and 1,I3,0(X> graduate 
students in institutions of post-secondary 
education and there are 189 doctoral gran¬ 
ting universities." Like India, China’s 
higher education system is highly differen¬ 
tiated. with a large number ot institutions 
sponsored by provinces, cities or other 
local authorities which arc often of poor 
or moderate quality and a small number 
of ‘key point’ universities, generally spon¬ 
sored by the central governments, at the 
lop of the system. In addition, China has 
a significant number of research institu¬ 
tions in a variety of fields, some of which 
function at international levels of ex¬ 
cellence. While Chinese science is much 
less visible miernaiionally than Indian 
science, China has a large and active scien¬ 
tific community and a .significant number 
of scientific journals.’' Chinese scientists 
have produced nuclear weapons and 
satellites. Except during the period of the 
Cultural Revolution in the 1960s, China 
has emphasised scientific research and 
higher education as a part of its plans for 
modernisation and development 

There are also some significant differ¬ 
ences in the academic and scientific 
development of these two countries. India 
has permitted market forces and the 
private sector (although with considerable 
stele subsidy) to determine the rate of 
growth of higher education. The large ma¬ 
jority of Indian students attend private 


oollegeB which are subsidised by public 
funds and controlled to an extent by 
public authority. The Indian academic 
system has grown steady, at a rate of close 
to 10 per cent annually for more than three 
decades and efforts to control growth by 
government authority have largely fail¬ 
ed.''' Most agree that academic standards 
for the majority of students have declin¬ 
ed in recent decades. There are massive 
problems of educated unemployment. 
China, on the other hand, has lightly con¬ 
trolled higher education expansion. Dur¬ 
ing several periods, most notably the 
Cultural Revolution in the 1960s. expan- 
.sion was stopped. Indeed, at that time the 
entire academic system was closed for 
almost a decade, with disastrous conse¬ 
quences for higher education and research. 
Higher education in China has been rigid¬ 
ly planned by the central government 
although the situation is now changing to 
some extent and provinces are playing a 
more active role in higher education 
dcvelopmem. It may be significant that 
(he majority of college and university 
students focus on the social sciences and 
humanities in India (despite significant 
unemployment of graduates in these 
fields) while China’s planned academic 
development has emphasised engineering 
and science—and recently the study of 
management, with a modest proportion 
in the social sciences. 

While the legacy of foreign influences 
and colonialism is significant in both 
countries, the specific impacts have been 
quite different. The modern academic and 
research systems of both countries have 
western roots although both have rich an¬ 
cient cultural and educational traditions. 
China’s early academic development was 
influenced by western missionaries and by 
modest efforts by the government to build 
a few universities. The language of in 
struction was Chinese, for the most part, 
and the institutional models were American, 
German, French and Japanese." China’s 
higher education development went 
through a number of quite distinct dis¬ 
jointed phases, with significant disrup¬ 
tions during the war with Japan during 
the 1930$ and 40s and then during the 
.struggle between the Nationalists and 
Communists which culminated in the 
establishment of the People’s Republic 
of China in 1950. During the first phase of 
Communist tulc, the Soviet academic and 
scientific model was introduced into 
China, displacing other influences.'^ This 
was followed by (he break with the Soviet 
Union and the Cultural Revolution. Since 
around 1970s, China has again been open 
to western academic influences.'^ 

India, in contrast, was under British 
colonial rule for two centuries, achieving 
independence approximately at the same 
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time as China’s revolution. India’s Made- 
mic development proceeded without the 
disruptions that characterised China’s. 
The British imposed an academic model 
and the English language as the main 
medium of instruction and scholanhip.*^ 
The colonial language and the colonial 
academic models ren ain, with some signi¬ 
ficant modifications, as the main features 
of the Indian acadenr.ic system to the pre¬ 
sent. India's academic and intellectual ties 
have always been with the English-speak¬ 
ing western oountri«. especially Britain 
and, in recent years, the US. India’s 
academic journals and books are publish¬ 
ed in English. 

While China’s academic life has, since 
1950, not only been tightly controlled in 
terms of academic growth and develop¬ 
ment but in terms of tesearch foci and in¬ 
tellectual and ideological trends, India, in 
contrast, has had a significant measure of 
academic freedom and consistent contacts 
with the outside world. India’s scientists 
and scholars, at least in the major univer¬ 
sities and research laboratories, have tong 
been a part of the international scientific 
community. Chinese academics have had 
much less contact with the outside world, 
limited by the constraints of language, 
government policy and funds. 

Large numbers of students and scholars 
from China and India have studied 
abroad—mainly in the industrialised na¬ 
tions of the west. Many remained overseas 
while others returned home In both cases, 
these foreign educated Indians and Chinese 
have had a profound influence on the two 
countries. Foreign study is by no means 
a recent phenomenon. Students began go¬ 
ing abroad in large numbers in the 19th 
century and foreign returned individuals 
played a great role in creating modern 
China and India. One need only mention 
Sun Yat-sen and Chou En-lai as examples 
of Chinese who studied overseas and 
profoundly influenced modern China. 
Jawaharlal Nehru, B R Ambedkar and 
many other Indians also studied overseas, 
mostly but not exclusively in England. It 
should be noted that these returnees do 
not only bring foreign ideas back, they 
also reinterpret their own culture and 
society. For half a century, India has been 
one of the main ’sending’ countries 
among the developing nations. India has 
been among the top five countries sending 
students to the US since the I9S0$—it is 
likely that 2,(X>,000 Indians have earned 
academic degrees in the US and probably 
a similar number in other countries over 
the past 40 years. 

China’s foreign study experience has 
been somewhat different. Prior to the 
establishment of the Pieoples Republic of 
China (PRC) in 1950, the large rngjority 
of Chinese students studied in the west or 
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in JapuL ^etwm iSSOand themkMMOi, 
most Chinese studenu went to the Soviet 
Union—and the total numbers also dec¬ 
reased. After the Sino-Soviet split, the 
Soviet Union was no longer open to 
Chinese students. When China cut itself 
off from the outside worU during the 
Cultural Revolution, virtualy no students 
went abroad to study. However, beginning 
in the mid-1970s, when China commit¬ 
ted itself to the ‘four modernisations’ and 
reopened the universities, students began 
studying abroad in unprecedented 
numbers. By the late 1980s, more than 
25,000 students from China were study¬ 
ing in the US, with perhaps an equal 
number enroBed in all other countries.'^ 
As is the case for India, a significant 
number of Chinese students have not 
returned home after completing their 
degrees. 

Foreign scholars are also of conside¬ 
rable importance in the process of know¬ 
ledge transfer and intellectual contacts. A 
large number of established scholars from 
China and India have visited western 
countries and Japan and have returned 
with ideas and orientations influenced by 
their sojourns abroad. For example, more 
than 10,000 scholars from China were in 
the US in the early 1990s and about 60,000 
from India. IVpically. foreign scholars are 
esublished academics who remain abroad 
for varying periods— from a few months 
to several years—to pursue research. Many 
are sponsored by universities or other 
agencies in the industrialised nations (such 
as the Fullbright programme in the US of 
the DAAD [German Academic Exchange 
Service] in Germany). 

What is important about foreign 
students and scholars in the context of this 
discussion of the academic and scientific 
development of China and India is that 
this very large group of individuals is pro¬ 
foundly influenced by their experiences 
abroad. They learn about science, research 
and scholarship in the industrialised coun¬ 
tries and bring this knowledge back with 
them. Their orientations to science and 
scholarship is shaped by what they learn 
abroad. Further, they also frequently are 
influenced by the academic models, the 
life-styles, and perhaps the products and 
social ideas of the countries in which they 
study. Because of their expertise, and 
sometimes also because of the prestige of 
a foreign academic degree, these returned 
students and scholars frequently achieve 
positions of leadership in science, higher 
education, the arts and sometimes in 
politics or business. All of this is in- 
eviuble. The flow of people who have 
been trained sBnoad is one element of the 
continuing set of relationships between 
China and India on the one hand, and the 
industrialised nations on the other. There 


hu been a significant Inain drain' ftom 
boUi China and India over the years. In 
one sense, this talent has been lost for the 
economic and social devdopment of these 
countries. On the other hand, these 
populations serve as a point of contact 
and of interpreting ideas and practices. 

Significant number of Chinese and 
Indians live oioside of India and the PRC. 
These populations aie an important point 
of contact tetween India and China and 
the industrialised world. The full extent 
of Chinese and Indian popidations living 
in the west is not clear, but they number 
in millions and many occupy positions in 
science, education and the professions.'* 
The number of Chinese and Indians hold¬ 
ing academic posts in American univer¬ 
sities is large—probably numbering more 
than 10,000. Many of these scientists and 
scholars maintain contacts with colleagues 
in the country of origin and they frequent¬ 
ly work in these countries." They serve 
as consultants, visiting professors, and 
they participate in conferences. In India, 
these people arc called ‘Non Resident 
Indians (NRl)’ and they constitute an im 
portant source of investment, knowledge 
and contacts with the industrialised world. 
Similar populations of Chinese play the 
same role.'* 

There are also populations of Chinese 
and Indians settled in other parts of the 
world and these groups also play a role. 
Chinese living in Hong Kong and Taiwan, 
technically parts of Chinh but not current¬ 
ly under the jurisdiction of the Peoples 
Republic of China, are of special impor 
tance They are a source of knowledge, 
investment and contacts with the west and 
Japan. The ecxinomies as well as the scien¬ 
tific and academic systems of these two 
areas are also of importance to China in 
the long run. Other Chinese populations 
living in countries such as Singapore and 
Malaysia may also play a role. There arc 
also established Indian populations settled 
in such regions as south-east Asia, east 
Africa and even Guyana in Latin America 
but these are less important in terms of 
India’s international relationships. 

Chinese and Indian populations settled 
abroad are important sources of contact, 
ideas and relationships with the indust¬ 
rialised nations. Because they understand 
the home culture and society and because 
they speak the home language, they have 
special advantages. And many feel a sense 
of kinship as well. However, these popula¬ 
tions in a sense are a source of continu¬ 
ing peripheraBty as well because they rein¬ 
force the importance of the ideas, pro¬ 
ducts and practices of the industrialised 
world. They are, rather, serving as point 
of access for foreign ideas, practice.s and 
institutions. They are not, for the most 
part, reinterpreting Indian or Chinese 


tncUtioni. Prmn the penpeetive of this 
essay, these diasporas serve as a source of 
continuing peripheriality. Their influence 
is considerable and very probably it is a 
positive otM in terms of commerce, science 
and industry. The Chinese and Indian 
diasporas are among the most important 
in the world because they are so large; weO 
educated and widely dispersed. 

Despite their size and relatively high 
level of scieminc and educational ac¬ 
complishments, neither India nor China 
can avoid participating in the world 
knowledge system. And this participation 
will neces.sarily be unequal. The fact is 
that world science and scholarship will 
continue to be dominated by the west and 
Japan for some lime to come for the 
reasons that have been discussed in this 
essay. This means that even India and 
China will be to a significant extent 
peripheral in the world knowledge system. 
The industrialised nations simply have 
such large scientific infrastructures and 
.spend so much on R and D that it is not 
possible for developing countries to catch 
up. It IS not possible to opi out of the 
system—China tried this during the cul¬ 
tural revolution to its great detriment. 

The structural factors that have been 
discussed here to a very large extent deter¬ 
mine the place of a nation in the 
knowledge system. These factors are not 
only relevant to low per capita income 
countries. The wealthy nations of the Ara¬ 
bian Gulf, for example, also face a situa¬ 
tion of peripheriality. Their wealth does 
not permit them to play a central rule in 
world science. In these ca.ses, such as 
Kuwait and even Saudi Arabia, the pro¬ 
blem is one of the size of the scientific and 
academic communities and the develop¬ 
ment of a culture of scientific research.'" 
Even smaller highly industrialised nations 
with well established academic tradition.s, 
such as Norway or Finland, find them¬ 
selves peripheral parts of the world 
academic system and rely on research in¬ 
itiatives and publication outlets in the 
larger centres of academic power. 

For the foreseeable future, India and 
China will depend on other countries for 
charting the basic direction of scientific 
research, for the means of obtaining infor¬ 
mation about the latest scientific develop¬ 
ments, for training in the most advanced 
.scientific specialities. The basic paradigms 
of research will take place abroad and will 
necessarily affect the local scientific com¬ 
munity. Scientific products, including the 
most advanced laboratory equipment, ad¬ 
vanced computers and, of course, books 
and journals will continue to be imported. 
These products are not designed with 
China and India in mind nor are they pric¬ 
ed so that countries with a low per capita 
income can easily afford them. Training 
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uke pUkce abroad. These are some of the 
elements of peripherality that will con¬ 
tinue to affect science and higher educa¬ 
tion in China and India. 

Nevertheless, there two important ctrun- 
tries have already achieved a level of scien¬ 
tific and academic independence and they 
can continue to build on established 
strength and, by careful allocation of 
resources, achieve many of their academic 
and R and D goals. Indeed, in .some areas, 
both countne.s have already made im¬ 
pressive progress, sometimes again.st 
major obstacles. Both countries have built 
up a significant capacity m military 
related research and production so that 
both pos.ses.s nuclear weapons and the 
means of delivering them. While Chinese 
and Indian technology in these areas does 
not meet world standards, it seems ade¬ 
quate for the purposes and it has appa¬ 
rently been mostly developed indigenous¬ 
ly.^® This example is relevant for our 
broader discusssion becau.se it exempltfies 
the challenges, the opportunities and the 
problems of targeted research. Both coun¬ 
tries have invested considerable sums in 
military and nuclear R and D. They have, 
despite considerable problems and a lack 
of co-operation from the international 
scientific community, been able to build 
up capacity in this applied area. 

China and India have the capacity to 
target specific areas of research for priori¬ 
ty development. India has, for example, 
achieved considerable progress in com¬ 
puter technology at all levels, from basic 
research building on India’s long and 
distinguished research tradition in mathe¬ 
matics and in applied areas such as soft¬ 
ware development Significantly, Indian 
scientists work closely with colleagues 
abroad and ai c very much part of the in¬ 
ternational scientific community. Indians 
working abroad m this field, especially in 
the US, have coniributed significantly to 
India's development in computer science. 
These non-resident Indians have even in¬ 
vested in the Indian computer industry 
and have encouraged direct cxillaboration 
between firms in the LiS and tho.se in 
India. They have even helped to build up 
an Indian ‘silicon valley’ in Bangalore as 
a centre for R and D in computer science 
and in applied compnier applicaiions. 
Much of the initiative lor this develop¬ 
ment has come from the private .sector, 
but the Indian government has also 
assisted by making research funds availa¬ 
ble and in stressing the importance of 
targeted R and D in this field. The late 
prime minisla Rajiv Gandhi had a special 
interest in applied R and D generally and 
in computer technology in particular. 
Iliere are other examples of successful 


of this research to development. India’s 
successful ‘green revolution' dramatically 
improved agricultural production in the 
1970s. This was done by a combination 
of using and sometimes adapting research 
developed in other couijtries, especially in 
this case by the International Rice 
Research Institute in the Philippines, ap¬ 
plying this research to local needs in 
Indian scientific institutions and then 
disseminating information and providing 
resource.s for the use of the new tech¬ 
nologies. Similar examples can be provid¬ 
ed for China. 

A strategy that is available to China and 
India IS to target specific areas for inten¬ 
sive R and f) investment. These areas are 
generally in fields that can directly benefit 
the economy and which build on strengths 
that already exist in the country. The 
strategy requires a co-ordinated cffoit that 
includes the academic and research com¬ 
munities, the targeted industries or agen¬ 
cies, and the ability to ensure that R and O 
can be translated into applied products, 
innovations or developments. However, it 
is also necessary to support a capacity for 
basic research as welt because applied 
research cannot be built on a basis where 
there is no scientific community or infra¬ 
structures. Ses’cral of the Asian newly in¬ 
dustrialising countries have successfully 
targeted applied research areas and have 
used these to support economic growth. 
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dustriai part at Hsinshu and the links bet¬ 
ween ses^ universities which are involv¬ 
ed in the park and the litiwanese com¬ 
puter industry have yielded considerable 
success.^' India has been more successful 
in building up basic scientific capacity in 
terms of a large, number of scientists 
working both in the universities and in 
government laboratories, many under the 
aegis of the Council of ^ientific and In¬ 
dustrial Research (CSIR), which is sup¬ 
posed to provide applied research. How¬ 
ever, the links between actual industrial 
and technological productivity and these 
scientific efforts are often not fully ex¬ 
ploited. While China has a significant 
scientific infrastructure and strong links 
between research institutions and in¬ 
dustrial enterprises, it would seem that 
highly productive links between research 
and inriustry are less common. 

It is clear from this discussion that 
India and China are tied to an interna¬ 
tional knowledge system which places 
them at a significant disadvantage and 
that it is virtually impossible for these two 
large and educationally well developed 
third world nations to achieve full parity 
and independence in this system. It is 
necessary to recognise the nature of the 
system and the realities that guide it. 
Nonethelc.ss, it is possible for China and 
India, as well as many other third world 
countries, to carefully assess their scien- 
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«nm>pri«te to omdude this discuuion 
with several ideas that may be useful to 
these two third world scwntific super¬ 
powers as they contemplate the use of 
R and D for development: 

(a) Scientific links and co-operation 
betweoi China and India may significant¬ 
ly strengthen both countries. Political dd^ 
ferences have kept them apart for many 
years but, with the end of the cold war 
and other changes, it may be possible for 
these two countries to work together in 
areas of mutual scientific interest. 

(b) Ensuring that at least a segment of 
the university system is at international 
levels of teaching, research and scholar¬ 
ship is crucial because applied R and O 
must have a base in domestic science. 
Careful choices of institutions, fields and 
foci can be made 

(c) Decentralisation of decision-making 
may be useful, especially in countries as 
large and complex as China and India. In¬ 
itiative at the state or provincial levels, 
perhaps supported by central government 
funding, may yield results. Careful co¬ 
ordination between enterpiises and acade¬ 
mic and scientific institutions may be 
easier and more effective at a more decen¬ 
tralised level. 

(d) At the same time that many deci¬ 
sions are decentralised, it may be useful, 
at the national or perhaps regional levels, 
to target .specific areas for R and D 
development. Even countries as large as 
China and India cannot be scientifically 
strong in every field. 

(e) Cultivating the .scientific diaspora is 
of importance because these scientists can 
be linked to the home country productively. 

(0 Long-term linkages with academic 
and scientific institutions in other coun¬ 
tries may be helpful in maintaining inter¬ 
national contacts and access to the most 
current innovations and knowledge These 
linkages may be largely in the west and 
Japan, but in some instances could be in 
the NICs. 

(g) Policies that encourage multina¬ 
tional companies with manufacturing or 
commercial facilities in the country to do 
some of their R and D in the country as 
well can help to build up infrastructures 
and provide current scientific information 
that will be valuable to local industry. 
Multinational firms may also be encoura¬ 
ged or in some cases compelled to share 
some of their technologies. 

It is clear that research, development 
and science are linked not only with the 
higher education s]«tem but also with 
broader issues of industrial and trade 
policy, with the place of the country in the 
international wc^d of science and scholar¬ 
ship, and with ideas about the nature of 
lesearch and higher education. While both 


liidli I^InA iQililipnitive 
academic systems in the |mR half-oentury 
and they hme also made oonsiderabie pro¬ 
gress in terms of industrial development, 
they have not thought much about the in¬ 
terrelationships of these alements. Nor 
have they stuped the experiences of each 
other. The first step is a dear and unemo¬ 
tional understanding of the nature and 
role of the world knowledge system. Aftci 
that, it is possible to focus on how a na¬ 
tion which is not at the centre of scien¬ 
tific power can make the best possible u.sc 
of its own academic and scientific rrsour- 
ces. An important part of a successful 
strategy may be co-operation among 
countries which are in similar positions. 

Note* 

p'lie author is indebted lo Hyaewcol t'hoi for 
her comment' on an earlier version of this 
essay.) 
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SOCIETE GENERALE 

THE FRENCH AND INTERNATIONAL BANK 

(Imor/torated m trance with Itmtted Itabtltty) 

BOMBAY BRANCH 


BALANCE SHEET AS ON MARCH 31, 1993 


(Rs in 000 s) 


PROEIT AND LOSS ACCOVNTEOR THE YEAR 
ENDED MARCH 31. 1993 

(Rs in OOO’s) 


Sthrduk As un As on 

No 11191 I1192 


Schedule Year ended 'ievt ended 


CAPITAL AINU iJABILH Its 
Capita] I 

Reserves and surplus 2 

Deposits 1 

Borrowings 4 

Other liabilities and 
provisions 1 


AJ*E1N 

Cash and balances with 
Reserve Bank ut India 
Balances with banks and 
money at call and 
short not III 
Investments 
Advances 
Fixed assets 
Other assets 


Coniingtni liahilitus 
Bills fur lolli'ctiuii 


62,189 62,189 

87,806 S1,99S 

1867,682 1,971,414 

481,803 164.710 

176,217 191,122 

2,675,917 2,446,070 


490,134 169,111 


482,711 

1,118,719 

419,723 

7,839 

116,107 


114,126 
708 786 
926,1-'6 
1662 
479 , 80 *^ 


2 67S9P 7 446070 


1,219 6(M 6 19s 111 

214 •’10 17,602 


I INCOME 
Interest earned 
Other income 


II EXFENDlllIRE 
Interest expended 
Operating expenses 
Provisions and 

contingencies 

TOIAl 

III PROUT/lilSS 

Net profit for the year 
Profit brought 
foiward 

1XJ1A1 

IV APPROPKIAFIONS 
Transfer to statutory 

reset vis 

Remitted to H O 
during the >tar 
Balance carried 
over to balance 
sheet 


366,877 272,570 

63,137 30,151 

410,014 302,921 


219,641 158,113 

34,164 28,044 

111.522 79,183 

161,127 265,740 


101,582 


101,582 
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1 SOCIETE GENERALS 



■ C>F IN 1 U \ 

1 THE FRENCH AND INTERNATIONAL BANK 



1 

If/mor/yorafpr/ in trame with Itmtted UabUity) 




BOMBAY BRANCH 

NOfES TO THE FINANCIAL STATEMENTS /1,S AT M \Ri H 31, I99i 

(R& in 000's) 


(Rs 

in (MO’S) 


As on 

As on 


As on 

As on 


31 3 93 

31 3 92 


31 3 93 

31 3 92 

SCHEDULE l-CAPITAI 



SCHFDIILF. S-(nilFR 1 lARII IlIF.S 






AND l‘HOVISIONS 



For Banks Incorporated 






Outside India 



I Bill* [uvabir 

35 341 

11,264 




II Inter oiliK adiiisimmis (net) 

40 286 

0 

Capital 

62,389 

62 »89 

111 Interest act rued 

21 •’39 

31,049 

Amount of Deposit kept with 



IV Others (including provisions) 

■>8 871 

149,209 

the Reserve Bank of India 






under sub section(2) of 



FfTlAI 

176.737 

191 522 

Seaion II ot the Banking 






Regulation Act, 1949 

20,130 

12,600 

SC ilF.Dl LF 6-t ASH AND 




— ' 


BALANC F> \t 11H RF>F KV 1 



SCHEmJLE 2-RESERVkh AND 



BANK OF INI>I\ 



SURPUIS 



1 ( ash in hand 



Statutory Reserves 



(including toitign lurii ni v 



Opening Balance 

15,100 

/550 

notes) 

711 

609 

Additions daring the yea. 

12,950 

7 450 

II Balamts with Reserve Bank ot 




28,050 

15 too 

India 



Balance in Profit &. Ixiss A/t 

59.756 

36 89s 

(i) in ( uiient Account 

3% 219 

168 506 


87,805 

5| 995 

(ii) in Other Accounts 

93 604 

0 





490,514 

169,115 

S( HFDUIJs 3-DEPOSl Ps 









M HF^DULF, 7>BALAN< 12s 



A 1 Demand Deposits 



WI1H BANKS AND MONFV 



(i) From Banks 

1,570 

1 5M» 

Al ( ALL ANDStlORi 



(It) From others 

56,540 

45 839 

NCn K E 



11 Savings Ban) Deposits 

11,638 

i6,n7 

1 In India 



III Term Deposits 



(i) Balances with banks in India 



(i) From Banks 

206,39) 

512 39/ 




(ii) From others 

1 591,537 

1.399 461 

(a) in C urrent At counts 

3 598 

962 




(b) in Other Deposit 




1,867,682 

1,9/5 411 

Accounts 

188 007 

800 

B Deposits of Branches in India 

1,867,682 

1,975 414 

(it) Money at call and short 




— - 

— 

notice 



TtyrAi 

1,867,682 

I,9'» 5,414 

(a) With banks 

280 000 

0 




(b) With other institutions 

0 

150000 

%HEm;LE 4-BORROWlNGb 



UHAl 

471 605 

151,762 

Borrowings in India 
(i) Reserve Bank of 1 ndia 


0 

11 Outside India 



(ii) Other Banks 


164 750 

111 C u’-rent Accounts 

II 150 

2,564 




TtnAi 

11,150 

2,564 

TOTAL 

481,803 

164,750 




Secured borrowings included in above 

Nil 

Nil 

ciRAND TOIAI 

482.755 

154,326 

—- . - . . ■ 1 

““ 
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SOCIETE GENERALE 

THE FRENCH AND INTERNATIONAL BANK 
(Incorporated in France with Limited Liability) 

BOMBAY BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 3!, 1993 


(Rj mOOCTs) 


(R$. in GOO’S) 



SCHKDIJLE »-INVKSTMENTS 

I. investments in India 

(i) Government securities 

(ii) Other approved securities 
(lii) Shares 

(iv) Debentures and bonds 

(v) Others 

TOIAL 


NOTE: The market value of Quoted 
Government Securities is 
lower than the Book Value 
by 320. (Previous Year- 
Book Value lower than 
Market Value by 5.274) 


SCHEUtJLK <»-ADVAN(:E.S 
A. (i) Bills purchased and 


568,194 

5,500 

180 

87..3.-)5 

477.550 

1.138.759 


discounted 

58.691 

638,876 

(li) ('ash credits, overdrafts and 



loans repayable on demand 

346,507 

243,557 

(iii) Term loans 

14.525 

43,943 


419.723 

926,376 

(i) Secured by tangible assets 

.306,981 

277,257 

(ii) Coveted by bank/ 



Government guarantees 

77,838 

324.878 

(ill) Unsecured 

34,904 

324.241 


419,723 

926.376 

Advances in India 



(i) Priority sectors 

38.767 

74,126 

(li) Banks 

5,526 

250,000 

(iii) Others 

375.430 

602,1% 

TOTAl 

419,723 

926.322 

Advances outside India 



Due from banks 

0 

. 

TOTAL 

0 


GRAND TOTAL: (C. 1 & II) 

419,723 

926.376 


SCHEi>lII.E lO-EIXED ASSETS 

1. Fixed Assets (Other than 
Premises) (incl. furniture 
and fixtures) 

(i) • At cost as at 31st March 

(ii) Additions during the year 
(lit) Deductions during the 

year 

(iv) Depreciation to date 
TOTAL 


SCHEDULE ll-trrHER AS.SETS 

I. intci'-office adjustments 
(net) 

II. Interest accrued 

III. Tax paid in advancc/tax 
deducted at source 

IV. Stationery and stamps 

V. Others 

TOfAL 


SCHEDULE 12-C<)^ ^INCE^T 

LIABILiTIE.S 

I. Claims against the bank not 
acknowledged as debts 

II. Liability on account of 
outstanding forward exchange 
contracts 

III. Guarantees given on behalf 
of constituents 

In India 

IV. Acceptances, endorsements 
and other obligations 

V. Bills rediscounted 

VI. Other items for which the 
bank is contingently Fable 

TOTAL 


As on 

As on 

31.3.93 

311.3.92 

- 


(546) 

(15.894) 


(290) 

(14.031) 


0 355,597 

44,126 63,205 


136,307 479,805 


15,507 14,480 

2,715,864 4,820,243 

101,334 106,481 

104,040 850,577 

301,758 402,866 

1,101 706 

3,239,604 6,195,353 
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SOCIETE GENERALE 

THE FRENCH AND INTERNAnONAL BANK 

(Imorporated in Hance wtth Limited Liahility) 


BOMBAY BRANCH 


NOTFS TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1993 


(R» tnOOO't) 


(Rs mOOCrt) 



Year ended 

Yea. ended 


Year ended 

War ended 


313 93 

313 92 


31393 

31392 

SCHMHJII' ISINfKRI'.SI 



Si HLUHLI. IS-IN ri'.RLSr 



kARNM) 



I.XPENUfcl) 



1 Imtrcsi/disciiunt on 



1 Interest on deposits 

)76,)59 

123022 

aiJvdnta/hills 

207 004 

I?' r7i 







II InteTsl on Reserve Bank of 






India/inier bank hot rowings 

42,898 

34,236 

II Imunit on inv..Mmcnt<i 

113,009 

5| 807 







III (Hhrrs 

584 

855 

III Inuresl on balanics with 





-- 

Rtsirvr Bank of India and 



lOTAl 

219,641 

158,113 

uthti inter hank funds 

46 784 

44,992 







SC HfciHJLE 16-OPE.RA11NG 



KHAI 

166,877 

272 570 

I.XPKNSti! 






1 Payments to and provision lor 






employees 

8,174 

7,181 

i( HI in 11 H-fn-llbR INI OMt 



II Rent, taxes and lighting 

6,076 

5,214 

1 C immissison rxehangr and 



III Pnnimg and stationery 

614 

587 

broke raite 

9,144 

5 649 







IV Advertisement and publicity 

49 


II I'rofii on sale ni investmtnls 

7 162 

12,591 

V Depreciation on bank’s property 

2,379 

2,169 

' s ss I aks on salt nl 






iiivesimenis 

(8,813) 

(6 936) 

VI Directors* fees, allowances 






and expenses 

44 

35 

III Prolii on sale of Und buildings 



VII Auditors’ fees and expenses 

45 

89 

and olha assets 






^Ass Loss on sale of land 



VIII Law charges 

95 

15 

buildings and other assets 

(H) 

(45) 







lx Postage, iHegrams, telephones 






etc 

4,661 

3,009 

IV Piotit on exihange transauions 

133,008 

80 792 







X Repairs and maintenance 

1 361 

1,601 

less I>oss on exchange 






transactions 

(94.760) 

(64,512) 

XI Insurance 

882 

757 

V Mistellaiieous income 



XII Other expenditure (inci Head 



(includes provision for doubtful 



Office Supervisory charges 



debts wntten back 13,306) 

15,333 

2 816 

4,500, nevious year 4,050) 

9,782 

7,367 

TOTAL 

63,137 

30 355 

TOTAl 

34,164 

28,044 




. 




Economic uul Political Weekly June 12. 1993 


1229 






















' 

<,f Ml I4r Xt 1 

SOCIETE GENERALE 

THE FRENCH AND INTERNATIONAL BANK 
(Incorporated in France with Limited Liability) 

BOMBAY BRANCH 

NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1993 


Schedule 17—Ncttes on Acoounis 

I. Summary of Significant Accounting Policies 

1. Oen^ 

The accompanying financial statements have been piepaied on the historical cost basis and conform to the statutory provi¬ 
sions and pfssrtioes (nevailing in the coimtiy. 

2. Thunactions involving foreign exchange: 

(i) (a) IvHeign currency assets and liabilitiei aie translated on a daily basis at the exchange tales pievailing at the close of 

the day except for balances in Rcneign Cunency (Non-Resideni) Accounts which are recorded at the relevant notional 
rates specified by Reserve Bank of India. Accordingly monetary assets and liabilities other than balances in Foreign 
Cunency (Non-Reaideni) Aecenmts have been translated at the exchange rales prevailing at tt« close of the year, 
(bi Unmatuied spot and forward foreign exchange transactions ate revalued on a monthly basis at the then prevailing spot 
and forward rates lespectivdy. 

(c) Gains and losses arising from the above valuations are reported in the Profit and Loss Account. 

(ii) Income and expenditute items have been translated at the exchange rates prevailing on the date of the transaction. 

3. Investments 

(a) Invesnnenu in Securities approved for the purpose of maintaining Statutory Liquidity Ratio requirement: 

(i) Permanent Investments 

Vduedat cost of acquisition. The difference between cost of acquisition and maturity value is amonized/accrued over 
the residual maturity of the Security. 

(ii) Curran Investments 

Vriued at the lower of cost of acquistion or market value 

(b) Other Investments: 

Mitued at the lower of cost of acquisition or market value 

4. Advances 

(i) Provisions for doubtful advances have been made to the satisfaction of the auditors— 

— in respect of identified advances, based on a periodic review of advances, after taking into account the portion of 
the advances guaranteed by the Export Credit and Guarantee Corporation and similai statutory brxlies and guidelines 
issued by the Reserve Bank of India. 

— in respect of general advances, based on management’s estimate of potential oposuie and taking into account guidelines 
issued by the Government of India and the Reserve Bank of India. 

— provisions in respect of dtnibtful advances have been deducted from advances to the extent necessary and the excess 
has been included under “Other Liabilities and Provisions”. 

5. Fixed Assets 

(i) Fixed assets have been accounted at their historical cost. 

(ii) Depreciation has been provided on the diminishing balance method at the foUuwing rates per annum; 

Furniture and fixtures 10% 

Computers 40% 

Electrical fittings and fixtures 33.33% 

Equipment 33.33% 

Vehicles 33.33% 

(iii) Certain fixed assets which were provided without charge to the Branch by Head Office are included in these accounts 
at nonanal value for the purpose of control. 

6. Staff benefits 

Provision for gratuity is made on the basis of an aauarial valuation. Provision for pension benefits is made on an accrual 
basis. Separate funds for gratuity and pension have been created. 

7. Net profit 

The net profit disclosed in (he profit and loss account is after; 

(i) provision for taxes on income in accordance with statutory requirements. 

(ii) provisions for doubtful advances. 

(iii) provision for diminution in the value of investments. 

II. The Bank has accounted for Profit.‘'Loss on outstanding forward foreign exchange contracts on an accrual basis upto March 12, 
1993. For contracts entered into subsequently, revaluation is done only at the end of the month at the prevailing forward ex¬ 
change rates. As a result of this change; the net profit on exchange transactions staled in Schedule 14 “Other Income'’ is lower 
by Rs. 4,003,307.99. 

III. Previous year’s figures have been regrouped and redassified wherever necessary to make them comparable with cunem year's figures. 
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SOCIETE GENERALE 

THE FRENC H AND INTERNATIONAL BANK 
(Imorfforutcd m hrame with limited liabilitvt 

BOMBAY BRANCH 


Auditon' Report 


1 We have audited the attached Balance Sheet of the Bombay Branch of Societe Genende (incur 
porated in France with limited liabihty) as on list March 1493 and also the annexed Ptoftt and 
Loss Account for the year ended on that date. 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read togethei 
with the provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section (S) of Section 227 
of the Companies Act, 1956, the Balance Sheet and Profit and Lxiss Account are not required 
to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956 The 
Accounts are therefore, drawn up to conform with Forms A and B of the rhud Schedule to the 
Banking Regulation Act 1949 Subject to the foregoing observations, we report that in accordance 
With sub-section (3> of Section 30 of the Banking Regulation Act 1949 


a We have obtamed all the information and explanations which to the best of our knowledge 
and belief were necessary for the purposes of our audit and have found them to be satisfactoiy, 

b The transactions of the Bombay Branch which have come to our notice have been within (he 
powers of the Bombay Branch of the Bank, 

c In our opimon, proper books of account, as required by law, have been kept by the Bombay 
Branch of the Etenk so far as appears from our exaimnation of those books, 

d Ihe Balance Sheet and the Profit and loss Account dolt with by this report are m agreement 
with books of account, 

c In our opimon and to the best of our information and according to the explanations given 
to us the said accounts give the mformation required by the Companies Act, 1956 m the manner 
so reauired, for Bmkmg companies and read together with the notes, give a true and fair view. 

(i) In the case of the Balance Sheet of the state of affiiirt of the Bombay branch of the Beak 
as at 31st March 1993, and 

(ii) In the case of the Profit and Loss Account, of the Profit for the year ended on that date. 


FbrC C CHOKSHl&CO 
Chartered Accountants 
Sd/- 

Bombay R SAl IVATI 

Dated June 14.1993 Partner 
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REVIEW ARTICLE 


Necessities and Luxuries 

Andn* Betcille 

TheCultun of I lov by liA 'loodv, C ambriilge University Press,Cambridge, UK, 1993, pp xvii + 462, price 
not staled 


r 

JACK CKK)DY s new ht>ok on I hi i ultute 
of flowers tames his interest in tompa 
rative sociology and history into yet 
another novel and intriguing field ot in 
quiry As a soiial anlhropislogist he has 
had an unusual intelkctual lami lor 
many years he worked on his west African 
field material, plodding through such 
routine anthropological topics as family 
kinship and property I hm he .tretched 
his wings as it were, and began to take 
survey ot the majoi civilisations of Lurope 
and Asia, while asking a series of unex 
pected questions about the significance of 
the written word,' ihe varieties of 
cuisine,’ and, now, the meaning and 
value assigned to flowers in different 
places at different limes In a body of 
work that is so wide ranging in space, time 
and thematic interest, there are bound to 
be errors ot fact and of aigumeni, and 
Goody’s prose will not win any prizes for 
rigour or economy of expression Yet, for 
Its imaginative sweep, its intellectual 
honesty and its basic good sense, the work 
as a whole must count among the most 
impressive achievements of contemporary 
social anthropology 
Surveying his career as an Africanist, 
Goody had once remarked to me that it 
was in India, and not iit 1 urope which is 
his home, that he was first struck by the 
singularity of the Aftican attitude to 
flowers The Africans, he had noted in the 
course of his fieldwork did not care very 
much for flow ers whereas he knew from 
experience that the Luropeans cared a 
great deal But that did not say very much 
about the singularity of either the one or 
the other It was only when he encoun 
tered the abundance of flowers in India 
that It struck him that Lurope and India 
had certain things in common that made 
them different from the societies he had 
studied in Ghana and his Cambridge col 
leagues were studying eisewhene in Africa 
He then turned to C hina and Japan, and 
found that the same contrast prevailed, 
with Africa on one side, and C hina, 
Japan, India and Lurope on the other In 
traducing the Islamii world did not alter 
the contrast fundamentally hut it revealed 
certain complexiiies that led to a deeper 
understanding of che ups and downs of 


the cultuic of flowers in the successive 
phases of f umpean history Here we have 
comparative sociology and comparative 
history on a grand scale, with ail its ex 
citements and its hazards 

At one level that of production, tech 
noiogy capital credit and commerce- 
thi contrast between the complex societies 
ot f uiope and Asia, and the tribal com 
muniiics of Africa is obvious enough It 
IS much the same as Braudel’s contrast 
between ‘civilisations’ and ‘cultures’' 
Goody finds sufficient gisod sense in the 
‘materialist interpretation of history’ to 
keep that contrast always in mind But the 
matter dues not end there, and we are 
taken, through many twists and turns, 
from what is obvious to what appears 
puzzling Goody has the intellectual 
temper of the naturalist rather than the 
dialectician, he likes to exploie the un 
familiar but hr does not easily let go of 
the obvious Like the naturalist, he is in 
terested not so much in surprising or con 
founding others as in finding things out 
for himself 

The culture of flowers is governed only 
partly by materia' resources, it is govern 
ed also by ideas, beliefs and values that 
have, at least to some extent, a life of their 
own It IS not simply that I lowers are not 
widely cultivated in Africa for their beau 
ty, colour or fragrance, but that theie is 
so little appreciation of them even in the 
wild In Lurope and India, on the other 
hand, and perhaps to an even greater ex 
tent in China, the appreciation was ex¬ 
tended to wild flowers or flowers of the 
forest T hus, the culture of flowers is not 
confined to then lultivaiion, but includes 
their appreciation in the widest sense, in 
their natural condition as well as in 
representations of them in various forms. 

hat needs to be stressed in this apprecia 
tion IS the non utilitarian element whose 
presence pernuls inexhaustible possibi 
litiev of elaboration 

Given his traimng as an aitthropologist. 
It IS a pity that Goody docs not stay 
sufficiently long with simple or ‘tribal’ 
soaeties and their indifference to flowers 
He makes only the briefest foray into 
Latin Amenca to point to the inchfTcrence 
to flowers along the Amazon and a greater 
interest in Mouco with its more advanced 
aviluation ‘The contrast between Mexico 


and the Amazon seems to parallel that 
between Lurasia and Africa”* But the 
matter is less straightforward, for flowers 
had some place, as Goody himself points 
out in the indigenous cultures of New 
Guinea, and even among the Andaman 
islanders who knew neither agriculture 
nor animal husbandry 

At one level, the technology required 
for floriculture is quite simple and weU 
within 'he •’each ol those familiar with the 
art of cultivation with the hoe and the 
spade which are technologically less ad 
vanced than the plough There is ot course 
the question of leisure, the lack of which 
in a community living at a level ot bare 
subsistence may make its members unable 
or unwilling to find the time for flowers 
But It IS well known that tribal commu- 
mties in Afnca and elsewhere devote an 
enormous amount of time to non utili¬ 
tarian pursuits of one kind or another 
Perhaps It IS not the availability of tune 
alone, but the presence or absence of a 
distinctive leisuie class that accounts for 
the kind of difference that we encounter 
here 

Civilisations provide the necessary con 
ditions for the cultivation and apprecui- 
tion of flowers techndogy, leisure, 
cultural elaboration and social hierarchy 
Tlie remarkable thing is that all of them— 
m Japan, Korea, Chtna, India, Iran, the 
various Fiiropean countries and. presu 
mably, also Mexico- have, with unfailing 
reguliuity, elaborated sometlung that may 
appear in the perspective of many tribal 
communities as a rather peculiar pre¬ 
occupation There are, to be sure, dif 
fercnccs that seem a< striking as the 
similarities, for example, the marked con 
trast between 'he Islamic world which 
excludes the use ot flowers in rehgious 
worship and Hindu India where worship 
without flowers would be like milk with 
out sugar The contrasting onentatioiis of 
Hinduism and Islam may be observed 
within the history of European avdisation 
where the attitude to flowers has chang¬ 
ed significantly from one age to another 

Civilisations based on Semitic reli¬ 
gions—Chnstianity, Judaism mid Islam— 
have had a far more ambivalent attitude 
towards the use of flowers than those 
based on other religions, such as Confu¬ 
cianism, Buddhism and Hinduism,, 
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although few appear to have been com¬ 
pletely free from it. One of the most in¬ 
teresting features of the work untter review 
is the manner in which the implications 
of this ambivalence are traced, primarily 
in Christianity, but also in Islam and 
Judaism, and, to some extent, in the 
contrast between Confucianism and 
Buddhism. Undoubtedly, civilisations en¬ 
courage the growth of luxury, but they 
also generate doctrines that condemn the 
moral and other evils assodated with it. 
TKbal cultures are in this respect more for¬ 
tunate; they encourage neither the taste 
for luxury nor the moral condemnation 
of it. 

Next to Africa, Goody has written most 
extensively about Europe which is the 
main object of attention here. In writing 
about civilisations, whether in Europe, 
China or India, the anthropologist has to 
adopt an attitude to data, particularly 
fleld data, that is different from the at¬ 
titude of those who have based their 
studies on fieldwork in Africa, Melanesia 
and Australia. In an influential set of 
lectures broadcast by the BBC in 1950, 
Evans-Pritchard had laid down rather stiff 
conditions of empirical research for aspir¬ 
ing anthropologists, including prolonged 
residence in a given locality, close and con¬ 
tinuous interaction with its inhabitants, 
and the use of only the local language.^ 
Goody has of course used literary and 
historical material extensively; he has also 
collected material in the field, but less in 
accordance with the rule-book than in the 
manner of a shrewd and resourceful 
scavenger. This book, as well as the earlier 
one on cooking and cuisine, shows how 
far anthropology has moved away even in 
the matter of dau collection from the 
orthodoxy of the 40s and SOs. 

Goody’s later studies make use of what 
may be called ’extensive’ Tieldwork as 
against the ‘intensive’ Tteldwork that was 
the basis of his earlier studies of the 
LoDagaa and the Gonja in Ghana. Exten¬ 
sive fieldwork is a very useful way of col¬ 
lecting material from a society with which 
one already has a certain familiarity, as 
I have pointed out while commenting on 
the work of N K Bose.* But it has to be 
supplemented with the study of literary 
and historical sources; and it cannot 
become a substitute for intensive field¬ 
work, whether one’s own or of one's 
colleagues. 

II 

The argument of Goody’s book is not 
simply that flowers enter into the life of 
every civilisation, but that each civilisa¬ 
tion makes use of them in its own distinc¬ 
tive way, as offering, adornment and 
decoration, either directly or through 


repreienution in a vi^y of «t forms. 
These variations are reiat^ the condi¬ 
tions of material life on the one hand and 
to religious, moral and aesthetic ideals and 
doctrines on the other. Hence the compa¬ 
rative study of flowers provides a point of 
entry into the variable and changing rela¬ 
tions between material life, religious 
beliefs and moral and aesthetic values 
within ai^d between civilisations. 

Goody is too shrewd an observer of 
things to remain wholely immersed in the 
subtleties of culture without giving any 
thought to the constraints of natural 
habitat. EJespite the popular image of 
black Africa as a land of endless forests, 
it is not very well endowed by nature with 
flowering plants. China stands at the op¬ 
posite extreme, with very abundant re¬ 
sources of flowering plants in its natural 
vegetation. Thus, it may not be entirely 
an accident ot culture that, until the 
advent of the modern age, the Chinese 
culture of flowers was probably the most 
elaborate, whereas the African was the 
most bate. 

Europe too developed a culture of 
flowers fairly early, although its natural 
endowment (like that of North America) 
was not particularly impressive. We should 
not forget that it is in the very nature of 
a civilisation that it never depends entire¬ 
ly on its own natural resources for the 
elaboration of its materjaj, religious and 
aesthetic life The comparative study of 
flowers is an eicetlent way of showing that 
civilisations borrow extensively from each 
other things that are not only of im¬ 
mediate material value but also those that 
appear to have no practical utility. It pro¬ 
vides .a healthy corrective to the view that 
each civilisation is a unique and self- 
enclosed structure. 

A striking difference between Europe 
and India today is that Europe is a land 
of bouquets whereas India is the land of 
garlands. The garland sits easily on the 
Indian, whether a brid^room or a politi¬ 
cian, whereas the European wearing a 
garland looks awkward and ill-at-ease in 
the innumerable photographs taken on 
ceremonial occasions in India. Yet this was 
not always so, and garlands and chaplets 
were freely used in the world of classical 
antiquity; for a while Alexandria, which 
was culturally a part of that world, went 
through its phase of ’garlandomania’. We 
must of course remember that in classical 
antiquity, the heart of European civilisa¬ 
tion lay next to the Mediterranean and not 
beside the Atlantic as it docs today. 

The conversion to Christianity was a 
turning point in European civilisation, 
and it had its effect on the culture of 
flowers. The attitude to many of the tradi¬ 
tional practices changed, sometimes 
drastically, sometimes inqierceptibly, part¬ 


ly because they were inconsistent with 
Christian doarW but also because of the 
taint by association with paganism. 
Goody’s account of the attitude of the 
early Christians to luxury, ostentation, 
iconic representation and a host of other 
subjects connected directly or indirectly, 
and sometimes only very remotely, with 
flowers, though interesting in some 
respects, tends to be long-winded. He 
allows his wandering curiosity to distract 
him a little too often from his main sub¬ 
ject, The significant point that emerges is 
that with the establishment of Christiani¬ 
ty, Europe experienced for several cen¬ 
turies a decline not only in the use of 
flowers but also in botanical knowledge. 

The decline in knowledge and interest 
can be attributed only partly to the bar¬ 
barian invasions that overran the civilis¬ 
ed regions of Europe. China and, one may 
add, India suffered from similar invasions 
without a corresponding decline in the 
culture of flowers. Goody would assign a 
much more active role to the civilisation 
of Christianity than to the depredations 
of barbarism in the decline of knowledge 
and interest relating to flowers. 

The role of religious doctrine in restric¬ 
ting the use of flowers is seen even more 
clearly in the case of Islam. In the pagan 
civilisations of Greece and Rome, and 
above all, in India, flowers were an in¬ 
tegral part of religious worship and cere¬ 
monial, in the home as well as the temple. 
Islam excluded the use of flowers from 
religious worship more consistently end 
more continuously than Christianity. It 
not only excluded the use of flowers 
directly in worship but also adopted a 
much more uncompromising attitude 
towards the toons and ‘graven images’ that 
were later to provide a fertile field for the 
representation of flowers in medieval 
Christianity. 

No civilisation, even considered nar¬ 
rowly as a system of ideas, beliefs and 
values, has anywhere been confined for 
long within the strait-jacket of a religious 
doctrine. Islam excluded flowers from the 
mosque, but not from the palace. Indeed, 
Goody shows that Islam remained on tlK 
whole more tolerant of the secular uses 
of flowers than Christianity in its moip 
a.scetic and puritanical phases. It is above 
ail to Islamic civilisation (hat we owe the 
splendour of gardens, although China had 
an independent and somewhat different 
tradition of gardens. And we must not 
forget that the tulip, which raised suchra 
storm in Europe in the 1630s, was brought 
there from TUrkey. 

After a decline that lasted for several 
centuries, a revival came about in the 
culture of flowers in the west. “Ad least 
in a limited way, by the twelfth centuiy 
flowers had returned in monastic gptt 
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roj/ti topoFwSTiufi^lted^ 


p<ietr^’^ The monastery, which was 
designed to be a retreat from the world 
Slid iu temptations, played a leading part 
in the revival of flowers and many other 
elements of culture whose later develop¬ 
ment was (o turn the very idea of the re¬ 
jection of luxury on its head. It became 
B centre for the revival, growth and 
elaboration not only of knowledge but 
also of art. ‘The later monastic garden 
contained plants of ail kinds, including 
flowers which supplied decoration for the 
altar and the church generally, as well as 
being used for medicinal, spiritual and 
aesthetic purposes. The garden was a 
place of repose as well as of beauty; its 
flowers came to be used in services, in 
crowning priests, wreathing candies and 
adorning shrines”' This appears like a 
return to the practices of pagan times, 
some of which must have survived, though 
subdued, at the level of popular culture 
By the time of the late middle ages and 
the renaissance, the use of flowers had 
again become widespread in Europe, in 
the secular as well as the religious domain, 
in ceremonial as well as in everyday life. 
But the culture of flowers did not by any 
means follow a smooth couise of progress 
thereafter. The reformation reawakened 


many of the old suspicions about flowers 
as tokens of luxury and vice. The English 
puritans were hostile to the use of flowers 
as well as to their representation in 
decorative art, and they carried their 
hostility into the new world. But with the 
increasing secularisation of the west, 
flowers came back into use again, aided 
now by the growing resources of capitalist 
enterprise At least as far as the advanc¬ 
ed societies are concerned, the market in 
flowers is now an international market. 


The European case is interesting 
because of the ups and downs in the 
culture of flowers that can be examined 
historically in some detail India had 
presumably a more even growth and 
development, or at least the book does not 
offer for India the kind of historical ac¬ 
count that it does for Europe. We need a 
great deal of careful historical investiga¬ 
tion to be able to say whether there have 
been significant breaches of continuity, 
ivhere and when they have occurred, and 
for what reasons. Here, as in other bran- 
:hes of enquiry, many dark patches will 
jTobably remain unilluminat^ due to the 
iheer absence of historical material. 

In moving from Europe to Asia, Goody 
draws attention to a significant feature of 
the appreciation of flowers everywhere; 
namely, its association with cultural 
rlaboration on the one hand and social 
liierarchy on the other. “The culture of 
domesticated flowers developed in socie¬ 
ties that, were literate (in the sense of 


pMs^ng ■ syatm of writing) and 
atratified (in relation to productive 
resources), both of which factt had hier¬ 
archical effects upon culture generally and 
upon the culture of flowers in parti- 
culaif” We know from Vatsyayana that, 
whatever its place in devotionid or popular 
culture, the appreciation of flowers had 
become part of the life-style of a highly 
self-conscious elite whose locus was urban 
rather than rural. 

Sociologically, one of the most striking 
features of the culture of flowers in India 
has been the presence of distinctive castes 
and subcastes responsible for their pro- 
duction^d supply. In large temples, land 
was typically set aside for the maintenance 
of one or more families of mails or 
phulmalis who had to supply flowers for 
worship and other ceremoniai occasions. 
The Muslims brought in a different 
variant of the culture of flowers, associ¬ 
ated with the palace rather than the tem¬ 
ple, and its elTecls may be detected even 
today in the broad variations between the 
north and (he south. 

China had on balance probably (he 
mos( elabora(ed cuhure of flowers uiuil 
the advent of modern times. We have 
noted that it ha.s been unusually well 
endowed by nature. Botanical knowledge 
developed fairly early, and it does not 
appear to have suffered the same setbacks 
that it did in Europe. As elsewhere, flowers 
figured in one way or another in represen¬ 
tational art. It was probably in China that 
the aesthetic side of the culture of flowers 
reached the highest levels of development 
in painting, poetry and literature general¬ 
ly. Again, this elaborated appreciation, 
like the elaborated Chinese cuisine, was a 
mark of distinction in a hierarchical social 
order. 

Although Confucianism contributed a 
great deal to the aesthetic appreciation of 
flowers, it was Buddhism (hat promoted 
their use in religious worship and cere¬ 
monial. Goody points to a tension beiween 
the two great religions in regard to flowers 
in China it.self, and even more prominent¬ 
ly in Korea: whereas Buddhism made 
copious use of flowers on mligious occa¬ 
sions, Confucianism recommended a 
more austere style of worship. 

Finally, Communism introduced an at¬ 
titude of mistrust and even hostility 
towards the ostentatious use of flowers. 
“During the Cultural Revolution in 
Shanghai the Red Guards smashed flower 
and curio shops, saying that only the rich 
had the money to spend on such frivo¬ 
lities.”'® The culture of flowers is an ob¬ 
vious target for a militant egalitarian 
ideology^ which, like puritanism in the 
older religions, attacks luxury and osten¬ 
tation for the few as signs of corruption 
and vice in society as a whole The culture 
of flowers, if Goody is to be trusted, goes 


rather better with capitalim than sock' 
lism, and the opening up of the market 
is giving a new lease of life to it in China. 

Ill 

Despite the novelty of many of his ideas 
and insights, there is something old- 
fashioned about Goody’s conception of 
the objective, not to say the mission, of 
social anthropology as the comparative 
study of the institutions, ways of life and 
modes of thought of human beings in all 
spheres of activity, everywhere. Compa¬ 
rative sociology has had a somewhat 
strange career in the last six or seven 
decades. After a great burst of growth in 
the late 19th century, lasting into the first 
two decades of the 2()th, it drew in its 
horns, and sociologists and social an¬ 
thropologists settled down to the intensive 
cultivation of their respective patches of 
land. Few of them ventured beyond the 
territories eannarked for them by their 
subdisciplines, although most of them 
paid lip-service to the ideal of social 
anthropology as comparative sociology. 
Some praise is due to a person who is will¬ 
ing to undertake a task that the staid and 
the sober have cx>me to regard as foolhardy. 

Durkheim, Weber and others of their 
generation sought to cover t he entire range 
of human experience in every type of 
society. Durkheim was a comparativist in 
practice as well as in principle: his work 
on suicide analysed material mainly from 
Europe while his monograph on religion 
was devoted to the Australian aborigines 
regarded by him as the most primitive 
among existing societies. VUrber dealt less 
thoroughly with primitive societies, but he 
compensated for that, at least to some 
extent, by his greater familiarity with 
historical material and his interest in an 
astonishing range of topics, from music 
to commercial law. 

It goes without saying that Weber and 
Durkheim wae both formidable scholars 
whose intellectual stamina few can hope 
to rival. Yet the fact remains that their 
works are full of errors and inaccuracies. 
A mnderate iy competent student of primi¬ 
tive religion will be able to identify a 
dozen inaccuracies in cadi chapter of 
Durkheim’s book on totemism; and I 
know an Indian sociologist who has refus¬ 
ed to read Weber’s book on Hinduism and 
Buddhism because he has been told by a 
reliable scholar that it is replete with fac¬ 
tual errors. In retrospect, the errors and 
inaccuracies appear inevitable since the 
sociologists of an earlier age often stret¬ 
ched themselves beyond their capacities 
from what appears today as an excess of 
self-confidence. Yet, on the whole, we are 
grateful to them for the books that they 
wrote and for not holding back for fear 
of making mistakes. 
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i nc pncuoe oi comiMuaine toaoiogy 
began to change idth the growth of mo- 
feuionalisation in the 20s and 30s An¬ 
thropologists and sociologists lowered 
their sights as they divided up the entire 
field of human societies and cultures, 
reserving the pnmitive (or die backward) 
for the former and the modem (or the ad¬ 
vanced) for the latter Speaalisation was 
aided by the increasing attention to em 
pineal investigations, typically, by the 
method of partiapant-observauon among 
anthropologists and of survey research 
among sociologists Comparative studies 
continued to be made, but they became 
narrower in range and scope. Good ex 
amples of such studies would be, on the 
one hand, African Political Sviiem^' 
and African Systems of Kinship and Mar 
/•Mfe,“ both confin^ to primitive or 
tnbal societies, and, on the other, Ray 
mond Aion’s tnlogy'’ in which industnal 
societies of the capitalist and socialist 
types are compared and contrasted 

The change in outlook is cicaily seen 
in the contrast between Max Webei and 
Juigens Habffmas, each of whom may be 
regarded as icpiesenting the highest level 
of intellectual attainment in his own 
generation within broadly the same tradi 
tion of scKial theory The Theory of C om 
municaiive Amor ' is iniellectiiall) as 
ambitious as l-xonomi and Soiiei} '* and 
It IS in Its own way an exercise in compa 
rafivc sociology Yet its author rarely ven 
tures beyond the confines of the wesi It 
IS as It India, China and the Islamic svorld. 
not to speak of Africa or Melane<ia 
might contain too mans snares and p't 
falls foi the student of western or 
modern’ societies 

One can think of two re isons why the 
ambition> of the comparativist came to 
be sc iled down bt tweei Weber s genera 
tion and Habcinids< The first is a 
psychological teason During the high tide 
of imperialism f uropcan scholars found 
It natural to behest that they should have 
the last word on all societies, their own 
as well as of others there is a more sober 
assessment today of the limits of the 
Luropean undeistanding of the rest of 
humanity Over and above this, the sheer 
volume of the scholarly material now 
available on non western societies lends 
to discourage the practice of comparative 
sociology in the grand manner 

What Goody’s comparative studies lack 
in methodological rigour, they make up 
for by clanty of judgment He has refus 
ed consistently to make the European 
achievement the measure of all things, and 
he has done so in a sober and sensible way, 
without false pride in his own culture or 
feigned admiration for other cultures If 
the besetting sin of classical sociology 
was Its arrogant and disdainful attitude 
towards non European humanity, the 


bane or oontonpofwy uithiopologar is its 
simulated, not to say hypocntieai, ap- 
preaatton of ‘indigenouk’ peoples and 
cultures Goody has done well to distance 
himself from both which are, at the 
deepest level, perhaps the two sides of the 
same coin 

A characteristic failing of the compa 
rative approach has been to treat all non 
western societies aide so as to bring into 
focus the uniqueness of western societs '* 
It has been one of the principal themes 
of Goody’s compatative approach that 
this proc^ure seriously misrepresents the 
vat leties of civilisations and cultures 1 he 
comparative study of flowers shows not 
only that each civilisation has its distinc 
Uve featuirs, but that civihsations borrow 
extensively from each other, and, further 
rhat the idea of a natural hierarchy of 
avihsation'' >> misconceived 

In an earlier work on niairiage and the 
family, Cioody drew attention to the 
distortions resulting from the preoccupa 
tion with the uniqueness of the west and 
the obsession ot the contrast between ‘the 
West and tht Rest’' One pantcuiar iiii 
plicaticn ot the contrast that he finds verv 
annoying is the widespread tendency 
among anthiopologists “to pnmilivise the 
oriental civih.ations’’ '* Until the second 
war, anthropologists tended to specialise 
in the study of primitive, pie literate oi 
tribal societies When they added what 
they called ‘peasant societies to their 
repertoire, they i ontiriued to regard all the 
societies they studied as being basically 
similar to each othci and basically dif 
ferent from western or modern societies 
It IS against this kind of facile and 
misleidinggcntialisaiion iliat Cioody has 
directed the thrust of his comparative 
approach 

Docs OckhIv hen not attempt any kind 
ot generalisation liiniselP lor one thing 
as he has explained, he would rathei work 
with the distinction between ‘industnal 
and ‘pre industnal’ than between ‘western 
and non wc'Urn,'' winch appeals to 
assign greater importance to technological 
than to symbolic factors However, ( KKxly 
IS not a proponent of techncdogical deter 
minism or, it seems to me, even of a 
materialist interpretation of history in the 
simple sense 1 he differences that he finds 
to lx really crucial are differences of scale 
which art dependent on knowledge and 
Its symbolic representation as much as on 
technology One notices here a kind of 
family resemblance between his percep¬ 
tion of the varieties of human society and 
that of Braudel 

What distinguishes ‘civilisations’ from 
the more elementary ’cultures’’ We must 
recognise that in the ultimate analysis wc 
are dealing with a continuum, although 
certain thresholds may be clearly observ 
ed when we compare societies across space 


and time, its laige popuiaaon size ana 
density, itt gtenter geographical spread, 
and iU deeper awareness of its own 
histoncal identity means that a avihsa- 
tion has a more ample stock of both 
material and symbohe capital than a 
society or culture in the simple sense. 

In developing his oomparative soaology, 
Gexvdy began with simple societies, and 
woik^ his way, slowly and laboriously, 
into the study of civilisations One of his 
early efforts was a comparison of prec 
lices relating to mareiage; property and in- 
heinance in Aftica and Eurasia^ He 
noted several striking differences between 
the civilisation* of kuiope and Asia, and 
the simpler siKielies of Afnca, all of 
which are ielated in one way or another 
to the marked presence of class and 
stratification in the foimer and their 
relative absence in the latter The fat- 
reaching consequentes of practices 
relating to marnage, adoption and in¬ 
heritance foi the concentratior. or disper¬ 
sal of resouices were later examined in a 
historical study ol maiiiage and the (amt- 
ly in Europe ’’ 

New possibilities for the accumulation 
and concentration of symbohe capital 
were opened up with the invention of 
writing Reading and writing have been 
asscK lated with cultural elaboration on the 
one hand and scKial listinction on the 
olhtt, and the contrast between Africa 
and rurasid is plainly visible again on this 
level 1he accumulation of knowledge 
that IS made possible by reading and 
writing IS obviously related to the ac 
cumulation oi mattiial capital but not 
through any simple chain ot causation In 
fact a close oeiiniiiation of the social and 
cultural consequences ol literacy shows up 
the inadequacy of the materialist inter 
pretation of history or any interpretation 
that assign* lausil piimacv to material 
ovci symbolic factors 

fht book on ccHiking and cuisine again 
stalls with Al rica and moves on to Asia 
and I uropc developing the same contrast 
along yet another dimension Here also 
i|uestions ot class and stratification are 
dir-cl.y addressed finally, itic bcxik lakes 
up the qucMion ot the mteinationaiisation 
oi culinary tastes and prelerences, fore¬ 
shadowing in a way the discussion of the 
inieinational market in flowers in the pre* 
sent work 

When one surveys (loody’s work, from 
Product ion and Reproduction to The 
( ulture of / loi*ery one observes two 
kinds of movements I here is, firstly, the 
movement across ccAitinents, and between 
the past and the present T here is also the 
movement between the material or utili¬ 
tarian aspects of culture and its symbolic 
or representational aspects Goody i$ 
never able to leave Afnca fully behind 
even when he is asking questions about 
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"Etiro>pff and Aria; and his abKirlNkm la 
the material tide of things it fr^uently 
interrupted by his urge to lake another 
look at their symbolic aspects. Thus his 
movements across space and time, and 
between the material and the symbolic are 
often meandering and circuitous, and 
there seems to be neither any fixed point 
of departure nor any pre-arranged place 
of arrival. Readers with tidy minds who 
ckpect Kholats to provide definite conclu¬ 
sions from their research might find 
Goody’s work a little disappointing. 
Those, on the other hand, who are fasci¬ 
nated by the richness and variety in the 
human condition will find much in it to 
delight them. 
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SPECIAL ARTICLES 


What is Happening in Rural West Bengal? 

Agrarian Reform. Growth and Distribution 

John Ifamhs 

Ihere have been rather fev>. published aiiounts of the impact of agrarian leforms and of the political organisa¬ 
tion of the CPI(M) in the countryside in i^est Bengal This study of the effec ts oj ( PlfM) mobilisation and policy 
in a small part of rural Bengal is an addition to the modest literature in a field whit h must inevitably depend 
on qualitative and restrictive enquiries 


I 

Introduction 

SINCL the collapse of almost all the com 
munist regiines in the late 1980s the record 
of the longest lived, democratically elected 
communist government in the world - 
that of the ( ommunist Party ot India 
(Marxist) led Left Front coalition in the 
Indian stale of West Bengal has become 
even more remarkable Lven this regime’s 
keenest sympathisers would not claim that 
It has offered, in practice, more than 
modestly reformist social democratic 
policies, but Its recoid u still a matter of 
considerable interest It has appeared to 
a good many observers, some of them 
(such as the Will Id Bank) not at all sym 
pathetic la general to left wing regimes, 
that the Left Front government has been 
remarkably effective, in tlie context of 
South Asian lural society, in bringing 
about changes which have been of benent 
to poor rural people Perhaps the deHni 
five statement in this vein is that of AtuI 
Kuhit, whose book The Stale and Poverty 
in India concludes that “West Bengal, 
ruled by a party that is communist in 
name and organisation but ‘soaal demo 
cratic’ in ideology and practice highlights 
the redistributive possibilities within 
India’s contemfiorary democracy and 
capitalism" (Kohii 1987 9] In his analysis 
of the agrarian reform policies of the Left 
Front he concludes that (even though 
power holders accommodate the interests 
ol the propertied classes) “The regime is 
controlled by a well-organised ideological 
party Because this party rests its power 
on classes other than the propertied, it 
generates a degree of political autonomy 
from the dominant classes This enables 
regime authorities to push through some 
reforms of the agrarian social order trom 
above’’ (Kohii 1987 143] Dieze and Sen 
have argued similarly that “ the change 
in the balance of power in the rural soaety 
of West Bengal in favour of the poorer 
sections of the population, largely as a 
result of left-wing activist movements, has 
certamly resulted in a much greater par 


tKipaiion ol tilt poor in pineitv allevia 
tion programmes (Drc/c and Vn 1989 
107] 

The general lonsensus around this posi 
live view has latterly been distuibed bs 
R Mallick, who aims to show that it is an 
illusion, tht u naiiiv ol which reflects veiy 
badly, he suggests on the state of the 
development literature [Mallick 1992) He 
argues that wntcis like kuhli and Nossitei 
(1988) have eiied in their interpretations 
ut data conarning agrarian refoims in 
West Bengal (legal registration and regula 
non of shaiecropping in ’Operation 
Barga’, and land r^isiribution), that the 
record of the stale in r^ard to health and 
bteracy is not particularly good, espeaally 
for members of the sch^uled castes and 
scheduled tribes, and, the base ol his case, 
that though ( PM mobilisation in the 
countryside uas based on rural 'middle 
classes’, the very success of the party in 
achieving a stable multi class alliance 
means that it has come to defend domi 
nant rural class interests One of the im 
portant markets of this dominance, for 
him, IS that >Wst Bengal has “ the losvcsi 
relative agriculti ral wages for male 
laboureis of an] Indian state” [Mallick 
1992 744] He argues that this shows that 
rather than struggling to improve the post 
tion of the agricultural pioletariai, the 
communists have instead “ tried to con 
trol the laboui movement within a multi 
class alliance dominated by rural elite 
interests’’ 

It IS unfortunate to say the least, that 
in a paper which makes some strong state 
ments about the willingness of those of 
whom the author is critical, to accept 
statements ut informants at face value, 
and to allow their interpretations of data 
to be influenced bv their ideological pre 
suppositions, certain key arguments should 
be susceptible to the same criticisms 

Mallick’s case that Operation Barga did 
not have the success claimed for it by 
Kohii and Nossitei rests firstly on the 
counter claims that the Left Front govern 
inent manipulated estimates of the total 
numbers of sharecroppers in order to in 


flaie Its own pcrlorinanie, and that" an 
equal number ni sharecroppers (13 
million) weic registered by a previous land 
settlement operation in l%2-65 under the 
Congress government" [Mallick 1992 
740] 1 he question of whether there arc 
any reliable data on the total numbeis of 
sharecroppers in the state is ignored, and 
the only source given lor information on 
what happened between 1962 and 1%S is 
an interview with a civil servant who is 
related to Malluk It would not seem to 
be stretching a point to say that the jury 
IS still out on the basis of this counter 
evidenie Th< further part of Mallick’$ 
arguineni is that the registration ol share 
croppers was piobably skewed towards 
C PM sympathisers and big sharecropper 
landowners and tha* tht rate of share¬ 
cropper evictions may well now exceed the 
recording of sharecropping rights The 
argument is largely conicctural, and has 
to be set against the results uI such studies 
as Kohii s surveys oi 3U0 registered 
sharecropper households, or findings 
from village studits (Hairiss 1983 and 
1 leten 1992) 

With regard to iht record ol the Ijcft 
front government on tht ledisinbution of 
land Mallick s case against the view that 
It has been ‘ indubitably impressive'’ 
(Nossiter) is based on data in a table 
drawn from a government of India pubh 
cation from 198S and a footnote reference 
to a paper by Nripen Bandyopadhyay of 
1983 The inferences drawn from these 
sources are to be contrasted with later in 
formation reported in a subsequent 
publication by N Bandyopadhyay (1988, 
and see I leteii 1990) which supports the 
view that the West Bengal government 
does have a good record by comparison 
with others But Mallick seems on surer 
ground when he points out the slight im¬ 
portance of land redistribution both in 
relation to the total area involved (a point 
which IS confirmed in the results of the 
wider surveys of six villages in north and 
south Bengal “ in most villages the areas 
involved are extremely small, almost 
marginal (and in terms of increment to in* 
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come) though not trivial amounts for the 
very poor (even at best) less than 10 per 
cent of the official poverty line”; (Gazder 
1992: 30-31) and in relation to the poten 
lial even in so densely populated a state 
as West Bengal were a more radical ceiling 
on landholdings to be introduced. The 
most recent NSS daui on land ownership, 
from the 37th round in 1982, do show that 
West Bengal has the highest proportion 
of marginal and small holdings (those less 
than S acres), but it is still the case that 
the top 6.9 i>er cent of households (with 
more than 5 acres) own 41 pci cent ol the 
land, while West Bengal is also one ol a 
minority of states in which, according to 
these NSS data, the incidence of land¬ 
lessness increased between l9r)l-62 and 
1982. In 1982 the NSS estimated ihat 17.21 
per cent of rural households in (he state 
were landless, a proportion exceeded only 
in Thmil Nadu and Maharashtia. 

The most questionable aspect ot 
Mallick's use of data to suppmt his own 
case is his particular iiitcrpnrtatioii of 
Jose’s analysis (1988) of the senes Agri¬ 
cultural Wages 111 India’. He says that the 
analysis shows that West Bengal has “the 
lowest relative agriculniial real wages lor 
male labourers of any Indian stale”- yet 
one of the major points m.ide by lose is 
that it was in Punjab and Haryana that 
real wages showed stagnancy oi even 
decline over the period between 1970-71 
and 1984-85; and the raw data, as analys 
ed by Rohini Nayyai (1991), show that bet¬ 
ween 1960-61 and 1983-84 both money 
wages and real wages have always been 
higher in West Bengal than in a majority 
of other slates. But it is true (hat over this 
period West Bengal shows one ul (he 
lowest rates of increase in real wages, and 
there was little evidence—until the publi¬ 
cation of l.ieten’s book late in 1992 (see 
pp 49-53 on wage stiuggles) and of this 
paper—to support the hypothesis (which 
the scrupulous Ga/der entertains, 1992; 
32) that agrarian reforms have, by increa.v 
ing the ‘countervailing power’ of the rural 
poor, helped to stiengthen then bargain 
ing position in labour inaikets l-veii Kohli, 
however, though he was “... tempted to 
conclude that unionisat.on had made 
some impact on wage increnKnts”, argued 
that “...improvements in the living condi¬ 
tions of the landless in West Bengal are 
likely to remain primarily a function of 
additional employment opporiumties” 
(1987: 142). 

Summing up, it seems that the argu¬ 
ment about numbers in lelation both to 
Operation Barga and to land redistribu¬ 
tion is rather a red herring, and that the 
arguments of those who arc sympathetic 
to the Marxi.st- led regime are quite as well 
founded as the alternatives that Mallick 
proposes. The .significant questions which 
arc Hft are those of what the impact of 
agrarian reforms has been, and of whether 


the CPi(M) in power has effectively sold 
out to dominant rural class interests 
(Mallick’s view) or whether, on the other 
hand, it has continually pressed against 
what Ashok Mitra (in an interview with 
Kohli 1987: fn98) called "the rea.sibility 
frontier” in a hostile political environ¬ 
ment, and been successful in using its 
broad power base to benefit poor rural 
people—though without suggesting that 
its achievements are other than those of 
modest reformism. This is Kohh’s view, 
shared by.l.icten (who argues that the Icli 
Front government has taken initiatives 
“...directed at achieving maximum results 
within the framework of the Indian state 
land that) a more radical iccunstruction 
of properly relation' would have been 
synonymous with self-defeating brink¬ 
manship”; 1990: 2265),' and supported 
by findings like those of Swamiiiathan, 
who has shown that the govcinnient h.is 
a justifiable reputation for rathei efficsenl 
implementation of central goveniinen! 
poverty alleviation programme'. |Swiiini 
iiaihan 1990). 

Judgments on the latter question .in- in¬ 
evitably political. Mallick is an ‘iillra’, 
scornful (like many left-wing iiuelleetuals 
in West Bengal, as was shown in aiticles 
in liPW\r\ 1981) of reformism. Kohli and 
l.ielcn follow Ashok Mura in uigmg the 
necessity of leforinism, holding Ihat Iheie 
was no .alternative. No amount of Vvidence' 
can ever resolve a dispute of this kind, 
which involves political judgment. But it 
IS worthwhile asking what the impact of 
agrarian lefoims has been, on power 
relations as well as on more obviously 
measurable possible outcomes, such as on 
levels of living I hese arc questions which 
may he taeklod empirically. Bui in tact the 
evidence concerning these questions is 
quite thin. Ga/der, reporting on his 
analysis ol daia from the six villages 
surveyed by the WIDER project between 
1987 and 1989 in us efforts to “..under¬ 
stand (he relai Kinship between changes in 
lural West Bengal and public policy, par 
ticiilarly those jkiIicics as.sociated with the 
Lei I l-ronl govci iiirienl" IGa/der 19921], 
IS able to reach only very tentative con¬ 
clusions. He legrcts “the lack of com¬ 
prehensive beiKlimaiks" which mighi pei- 
mil more definite conci u.sioiis to be 
drawn. The present paper cannot supply 
a ‘comprehensive benchmark’, but it does 
at least prc.sent a study of change in one 
village in Birbhum district over a period 
from 1958 to 1991, and in this way it of¬ 
fers the jxissibility of extending some of 
Cia/dei’s enquiries 

riicrc have also been rather few pub 
lished accounts of the impact of agrarian 
reforms and of the political organisation 
of the (’Pl(M) III the countryside. The 
study which fullow.s add.s to the modest 
literature (which includes published work 
by Bandyopadhyay and Von Eschen 1988; 


Waster 1990; and West6r^rd 1986; as 
well as by Lieten op cit)—in a field which 
must inevitably depend on qualitative and 
restricted enquiries. Generalisations made 
on the basis of (he comments of senior 
IAS officers, and even of party cadres 
(which are what Mallick offers), arc in¬ 
teresting social facts in themselves but 
should not be taken to be ‘statistical’ 
statements. 

The modest claims of this paper arc 
ihai it offers an unusual historical view 
of change in a s/nall pan of rural We.si 
Bengal. It shows up the effects of f’I’l(M) 
mobilisation and policy, in fact, in a much 
mote favourable light than the arguments 
of Mallick. or the analyses of (iazder, 
would lead one to susjxcl Ol course, no 
general siaiistical claims can be made on 
the ba.sis of enquiries in one small village, 
bui ihe findings are significant in show¬ 
ing up the possibilities, or the ‘room foi 
manoeuvre’, opened up by the C'Pl(M). 
Yet the paper also provides strong confii- 
mation for tiazder’s view that “If land 
redistribution was thought to be panacea 
lo the problem of rural poverty, then it has 
clearly failed in West Bengal. But the 
failure should be .seen as rejection of the 
view Ihat redistributivist strategics in 
themselves would eradicate rural poverty” 
(1992:31); and for my own view, based on 
research in 1982, that “redistribution 
alone offers no solution to the agrarian 
problem ol Bengal” jHarriss 1983:51] 

il 

Pmciurlioii anil irivi-lihiMHiti, 

1958-91 

In 1982 I had an opportunity to under¬ 
take rc.survcys of two villages in Birbhum 
district which had been studied in the 
195()s and the 1960s by the Agro-Econo- 
mic Research Centre for eastern India. 
These were Ihe villages of Sahajapur, near 
to Boipur, which had been surveyed in 
1956 and )%l; and Jungul, surveyed in 
1958 and 1966. My surveys, and re-analy¬ 
sis of some of the earlier survey data, were 
the basis of a report on changing produc¬ 
tion relations, agricultural growth and 
poverty [Harriss 1983). The report show¬ 
ed, incidentally, that the Left Front’s 
agrarian reforms were being successfully 
implemented, to the benefit of poor peo¬ 
ple, but without in any way changing the 
structure of agrarian power and the ability 
of (very modes(ly) rich peasants to ap¬ 
propriate surplus; and, as mentioned 
above, it .at least posed the question as to 
whether ttir agrarian impasse in Bengal 
was to be resolved by agrarian reform 
alone. 

In April 1991 I was able to do a shott 
further survey in Jungul (which I chose, 
rather than Sahajapur. because the latter 
had just been the subject of a fresh study 
by the WIDER team). In the lime availa- 
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ble I was unable to attempt a complete 
survey and, instead, followed up a random 
sample of one-third (40) of the 117 
households which had been present in the 
village in 1982 The details are shown in 
Table 1 It seems fair to conclude that the 
results of the study of the sample well 
represent conditions in the village in 1991 

Jungul IS a small village situated five 
miles away from the small town of 
Nalhali, in north Birbhum, and only two 
miles from the border ol West Bengal with 
Bihar it is in an area which was still 
forested until relatively recently, and the 
landscape is even now more wooded than 
that of the southern part ol the district 
and neighbounng Bardhamman Its rela 
tive isolation was reduced by the metall 
ing of the road which runs nearby at the 
beginning of the 1980s, but there are still 
not many buses passing by each day so 
that It IS not all that well connected with 
the towns of Nalhati and Kamputhat Yei 
It IS not a ‘backward’ ■'illage. and I found 
m 1982 that it had absolutely more 
graduates and college students than the 
better connected and laiger village ol 
Sahaiapur 

At first, when I arrived in the village 
by cycle rickshaw in April 1991,1 thought 
that I had come to the wrong place. Then 
I realised that the reison why the village 
did not seem lamiiiar was because I had 
arrived in a part of it in which nine years 
earlier there had been only very small 
single room huts, whetea.s now there were 
many well ouilt double storey structures 
surrounded by substantial compound 
walls This change gave a clue to the 
significant changes which have taken 
place, and which have made many of the 
p<x>rest village families bcttci oft Ihe 
problem is to tease out an explanation for 
this improvement from the skein oi fac 
tors having to do wph technological 
change and those relating to direct 
government intervent.ons 

I AND OWNI RSHII* OPIRAIION AND 
Rl lOKM 

In 19^8 landowners in Jungul leased out 
as much as JO per cent of the land they 
owned, most of it on the basis of a 60 per 
cent share of the crop accruing to them 
selves with 40 per cent going to the tenant, 
who also paid the costs of cultivation 
(lable 2) Already by 1966 the amount of 
land leased out had declined to 10 per cent 
of the total area owned, and by 1982 it had 
declined to only 1 5 per cent rhroughout 
Jungul cultivators had together leased in 
more land than they leased out, but here 
loo Ihe proportion of the total operated 
area had deebned sharply, Irom over 37 
per cent in 1958 to 15 per cent by 1982 
There were then still 19 cultivators who 
leased in some land as sharecroppers U i 
per cent of Ju ngul cultivators) 1 he largest 


extent leased in by one cultivator was 3 33 
acres, and the aven(ge was I 47 acres 
Seventeen were registmd bargadars. seven 
had paid no rent at all for at least three 
years, and only thiee continued to pay the 
old crop share ol 60 per cent 1 he owner s 
of the land included cultivators in nearby 
villages but also absentee owners employed 
in Uhanbad and notably the loutiti 
/amindar ol the village Ihe only two 
owners living in iungul were two brahmin 
purohits 

By 1991 aicording to the evident Irom 
my sample sharcc'upping a proportion oi 
the operaiKl area remained about as signi 
I leant as it had been 10 years cartici 
which at 'ea.si supports the view that 
Operation Baiga has been successful in 
securing cultivators' rights All 10 
sharecroppers were registered as barga 
dais, SIX paying the standard quarter ol 
the yield, two a small fixed kind payment, 
and two nothing at all In Jungul as in 
Sahajaper also (see Hairiss 198) 20 21 j, 
sharecropping had declined sharply in iin 
portance already in the 1960s, well befoit 
the l^eft I ront government came into of 
flee The change evidently came about as 
a result of the landown«.is’ responses to 
perceived and ical threats to their coin 
mand ovc land and, according to the 
AT- R< invcstigaiors who did the re studies 
of t%I and 1966 in Sahajapur arxl Jungul, 
because of the increased productivity ol 
agriculture after the introduction of pro 
tective irrigation In these villages by the 
time that 'Operation Barga look place 
sharecropping was no longer a major 
issue, and ns implementation cannot 
be seen as having constituted a major 
challenge to the agrarian power structure 
The ^IDE-R village studies suggest thal 
the same picture obtains more widelv 
Cta/der notes thal (in Ihe six villages 
studied) “Thirt has been a marked shill 
from tenant cultivation to agruullutal 
labour" (1992 40) apparently reflecting 
ihe resumption ol land by owners ai an 
earlier stage, as in Jungul To this exieni 
(he village studies may be considered to 
support Mailick's arguments about Ihe 
significance of earlier interventions iii 
shaiccnipping under Congress regimes 


But whal 1 $ most striking in Jungul 
(and in other villages, according to the 
WIDER surveys) is that though share- 
cropping of the old type is not of major 
sigmticance, short teim teasing of land for 
the cultivation of small area' of sugar 
cane, foi second crops of potatoes and 
lelaiively high *jlut vegetables, and lat- 
ttriv and most imporianilv foi theculliva 
non of ‘boro season paddv has become 
mon imporiani I noted in 1982 that 
thisi III jbavtd oii| temporary con* 
tiacts lovt ring small plulv ol land, 
sometimes on the basis ol ('0 SO) product 
ill i mpiii shares and somclimes on whal 
IS t ilied the joina system whereby, lor ex 
umpli list laitas (atioui 0 08 aiir) are 
boirowed lor Ihe (.uUisatior of sugar 
cane in cxch iiige lor (he payment of one- 
and half niaunds ol paddy the most 
Significant kind of leasing in picseiil day 
Iungul i> ihc Uasiiig in ol a lew bighas 
ol land each by those who art basically 
agricultuial laboiircis tor the cultivation 
ol boro paddy when water ic available 
for this I hi land usually be longing to 
outsidcis I leased oiil tin a 10 pet cent 
share ol products and inputs on a purely 
temporary basis (iisentln rales of return 
which ..an lx obtaincxi Irom born* cultiva 
tiun some libuurtrs have neen able to 
make sulfieicrit profits ft >m the leasing 
ol land in this way as to have allowed them 
to have puie based small plots of land lor 
themselves |Haiiiss 1983 3/| 

I Ins practice ha become more exten 
sive during the 198CK In my sample 10 
were leasing m land fur Ihe cultivation of 
boro paddy in I99i, seven of them hav 
ing previously been landless but all hav 
ing by now puichased land Short term 
leasing (of which (la/der notes that there 
IS ‘a good amount in the villages in tlie 
WlDl R study with |>ercnnial ground 
watei iirigation, 1992 II) has become 
mure important and come to involve 
village as well as outside landowners, as 
ground watei ungation has been developed 
over tlic last decade Iberc were no shallow 
tube wells in Jungul in 1982 Now there are 
four shallows amongst the households iii 
my samptc, at least twice as many oil 
engines lor pumping, and 14 STWs in total 

Jl N< l 1 Sampi i 


Tabu I Thi 


1982 total 117 households 
1982 loial 40 households (sample) 
same 27 
descendant 4 
spliliing 8 
died out 0 
lett I 


Kipulilion 1982 224 (M ill I it3) 
(lioin sill igc total O'*!) 


sample ol 40 households 
1991 

27 households 
4 
2 . 

0 

0 

S2 houscliold to per < rni increase 
(I r would ecpeci 1^2 household in the 
sillagc (/ ISS III piiuhayal icenrds) 

1991 270 rM 112 f 117) 

(iheirforc expect village total of 148 if 
hr tween 700 and 7S0 according lo paruhayai) 
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Figiiu. I Lani> Ownership Distribution in Junoui (Sample I96A-91) 



The village was ai Iasi electrified five years 
ago (1987) and there is now one ekctncally 
powered shallow tubeweU Landowners are 
quite clear, in discussion, that ii is in their 
mteresi to cultivate some of their lands in 
the ‘boro^ season through short term renial 
contracts, rather than tliemselves employ 
ing labourers for cultivation rrom lliiii 
point of view it is a piece rate lalxmr con 
tract, which reduces the costs of recruiting 
and supervising labour for all operations 
though particularly for irrigation and crop 
protection, and especially m ciaumstames 
of fragmented holdings. The word used lor 
this type of tenting in the Bardhamman 
villaga m which both Rogaly and Webster 
vorked was ‘thika’, which the dictionary 
deHiKS as ‘piece rate and which is the word 
used for individual piece rate daily labour 
contracts m Puruha villages (personal com 
raumcabon, Ben Rogaly) 

Already, by 1982, the incomes which 
K>me labourers liad obtained from 'bortf 
paddy culuvaUon had begun to have some 
impact upon the agrarian structure. Analysis 
of data on Undownership (see Ikblc 1 and 
Hamss 1983 Figure 4) showed that there 
had been some increase in the conoentra 
uon of land ownership between 1958 and 
1982, as the numbers of very small holdings 


had increased while on the other hand the 
richest cultivator had acquired almost as 
much land on his own I noted 
In the verv recent past eight labour 
households have acquired land (up to 066 
acres) as a result of the investment of the 
proceeds ot ‘bom paddy cultivation and 
irom the sales of young bullocks, while 
aiKRher thirteen poo^ hase acquired vested 
land under the land redistribution program 
mes flht praciical effects of the aa)uisi 
lion ot these small plots of land wiU be con 
sidcred later) fheessenUal pouit here ls that 
I he agranai reform' of the last thirty years 
havi k ft the structuii of local power intact 
Dm village is sull dominated economicaily 
as It IS to some extent socially alsus as svdi 
as spatially by three Sadgopc lamilies who 
live in a compound extending over more 
thin an acre fMamss 1983 18| 

I he Sadgope iamiiies are still there (in 
1991 1 , but their influence is not as prc 
ponderant as it was, partly because ol the 
more egaliianan distnbution of land in the 
village which is shown in I igurc 1 (on the 
distribution ot land ownership) and in 
figure 2 (a land ownership transition 
matrix) This is the result of the extent m 
which as the matnx shows, households 
which were landicvs m 1982 have been able 


to buy land Seven of the 14 landless 
households of 1982 hare puichased beiwoen 
them 3 55 acres, and six of the 14 
households with less than 125 acres in 1982 
hare purchased between them another 2 3 
acies. Die amounts of land involved are ob¬ 
viously small, but the fact that as many as 
50 per cent of the land ptwrest households 
III the villagt—or one third of village 
households, according to my sample 
data have been able to purchase land in 
the Iasi 10 years is histoncally very signili 
cant Tht land, purchased at prices rang 
ing belvrecn Rs 6,000 and Rs 1,800 per acti; 
has been ai quired in all cases as a result of 
a cycle ol accumulation which depends on 
.ncome from leasing in land to cultivate 
boro paddy, and the raising of goats lor 
sale, followed by the raising of young 
bullocks l( has usually then been the sales 
of the bullocks which have immediately 
made possible purchases of land 

Tlie impres.sion of improvement m levels 
of living in Jungul which I obtained tioni 
observation of a lot of housebuilding, and 
the better quality of the housing of many 
of the poorer people by comparivin with 
what I had seen in 1982, was conlirmed not 
only by this evidence ol a hisiorKally 
impressive level ol land purchase by pooi 
people, but also by their own acrounts 
Most of the poorer people in the sample 
volunteered the viesv that they are now tiet 
tei off than they vrere* m 1982. fhev are bet 
ter off, as they see it, because they have 
more food now’ have ‘better clothing ‘hel 
ter housing, ‘have slocks of paddv oi (in 
several st.iluncnis) no longer need den i 
refernng to paddy loans repayable with 50 
per cent mteresi after harvest, or paid off 
at this rale m days ot work And thev an 
better off they think, because they now 
have land of then own, or are able to raise 
bulIcKks or cultivate ‘boro' paddy >r 
because o* ‘higher wages’ or (in a tew cases) 
liecause ol ‘having vested land' (i e, being 
a beneliciary of itxiisiiibuiivi land reform' 
What IS most important m au ounting tor 
improvements in the well being ol the 
poorer people of JunguP And what is tht 
political significance of the changes that 
have taken place’ 

( HANe.iNf, I ivi I iHrxyi) Pai urns 

My analysis of (he ways in which dif 
terem classes of households in Jungul in 
1982 made their livings shoved the lollow 
mg There were small but systematic cbf 
ferences between landless agneniltural 
labourers and those who were described as 
^lotmeiit holding labourers—those with 
small plots (including vested land) But pei 
sonali^ labour retauons vrere generally im¬ 
portant, and possibly more so for the allot 
ment holders than for others Long term 
laboui attachment seemed no longer to oc 
cur, but most labourers depended to some 
extent upon small paddy loans secured 
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FlOUU 2i Land OWNCRSHir TRANSiTtON 
Matrix (Sampu 1982-1991) 




again&t fulurt work and a siaeabtc minunty 
described (hctnselves as being ‘regular’ 
workers for particular cultivaiors I calcu 
laied that village cultivators suppbed 60 per 
lent ol labourers’ credit requncments, about 
40 per cent of them in the lorm of paddy 
Aboui SO per cent of paddy advances were 
repoitediv repaid in work at par with the 
then going wage rate, while the other SO pa 
cent involved some amount of effective in 
Iciest ' I reported perhaps rather 
irinooently “ I licre arc some labourers who 
said that they always have a backlog of 
lalxiur days to be ‘repaid’, and who are thus 
subiect lo a loose kirid of bondage" (198? 
41) li seemed that thar allotments did lit 
lie to relax the labourers dependence upon 
tht nch peasants of the village, and that ac 
(CSS to formal, institutional credit was still 
icstuctcd for them Other income sources 
were limited to the possibilities for general 
labouring notably in land levelling, or in 
kxal brickworks, but fishing during the 
monscion season, the raising of small live¬ 
stock, and leasing in of small amounts of 
land lor growing vegetables or sugarcane 
all made some contnbuuon to many house¬ 
hold budgets (In contrast with villages in 
many parts of Bengal 'ncomes from labour 
migration wae evidently not significam 
here) It seemed that since 1958 the amoum 
of work available had declined but that 
labour incomes had increased, nonetheless, 
because of higha real rates of daily pay 
“If the daily wage rate in Jungul had not 
been pushed up by stnke action and had 
remained as low as it is elsewheie in the 


vidfiity the village; lahodr moon» 

have fallen by about 13 p« cent (m femis 
of paddy equivalent) as (it was found they 
had) in Sahajapur” [Hamss 1983 39] 

The evidence showed that poor 
peasants were scarcely less dependent 
upon the few rich peasants of the village 
than the labourers, and that they ended 
up handing over about ?0 per cini ol the 
paddy they produced lo the rich peasants 
in forms of ’dcria’ payments, rents, and 
payments foi the use ol draugh' (attic 
Middle peasants, too, traiislerred signifi 
cant amounts to the rich peasants, who 
thus controlk'd other people in the village 
as well as a large share of the total paddy 
produced within it Cnven this conirol (hey 
were in a position to obtain spcculaiive 
trading profits, by storing lot sale when 
prues wert at tfieir highest in the lean 
season In 1981 82 the price differeme bcl 
ween the Mine of the main harvest and 
even the month ol iaigun (fcbruaiv 
March), carlv iii (he lean pciiod, was St 
per cent which seemed exceptionally large 
by compaiison with observations of prices 
elsewhere in India (see Harnss 1983 4S. 
icfciring for the comparisons to market 
studies by Barbara Harnss) ft was 
calculated that as much as 36 per i cni of 
all the paddv marketed by Jungul ciilli 
valors would be sold by 10 rich peasant 
landowners it peak prices Thus it was 
argued Ihal though agrarian reform had 
drastically (hanged agrarian produilion 
relations in Hiihlium from (hose analys 
cd by Bhadun m his model of ’semi 
feudalism’, the system of appropriation pi 
surplus that he had sought to define in 
this way, efieciively survived intact 
‘ while Ihe svstein >1 advances does not 
necessaiilv constitute a powerful siphon 
of surplus product, it certainly secures the 
appropriation cl suiplus for speculative 
trading by the dominant classs" [Harnss 
1983 47| 

By 1991 paddy advances and paddy 
loans were much less significant than they 
had been In interviews with 52 house 
holds I was able to uncover only three 
cases of ‘dena’ paddy loans, involving a 
middle peasant and downwardly mobile 
nch peasants Heople spoke of such loans 
as things of ihe past Cuven that thev had 


been udked of quite easily as a well known 
fact of bfe in 19821 am inclined to believe 
(hat there ha: been a real change in thu 
respect Small paddy advances on wage* 
are still significant but apparently less so 
than 10 years earlier, only 40 per ceni,of 
the agricultural labour/poor peasant 
households requiring them, white in no 
case was there any suggestion ol intrresl 
being paid m the form of addilionai days 
woik because of receiving a wage at less 
than the current rate* Again it did not 
appear in 1987 that this was an especially 
sensitive area in interviews, so that II 
sex-ms fan to conclude that this is another 
leal change that has taken place. 

T he much lesser importance of paddy 
loans and advances shows, I believe, thlt 
the extent ni conirol exercised through 
command ovei credit by the rich peasants 
has been gieally reduced At the same 
time the paddy price dilferential is lower 
than It was Weighted average prices 
received in Jungul in Ihe month of Kartik 
(October Novenibei) in 1981 were Rs llO 
per quintal, and in lalgun 1982 (Febniai> 
March) Rs 166, a difference of nearly 51 
per cent I he prices in Ihe same months 
in t990 91 were Rs 2(X) and Rs 244, a dif¬ 
ference of only 22 pci cent The extent of 
(loteiiiial speculative proHi is apparently 
less than it was' 

The evidence is far fiom being defini¬ 
tive but It does quite strongly suggest that 
the extent of personal dependency is much 
less in Jungul now (1991) than it was 10 
ycais earlier, and this is the impression 
which I look away from my interviews. 
Die vesting of land following land 
redistribution has helped Die 10 holders 
of vested land in the sample had received 
between them only 2 27 acres, but this 
represented 2 8 per cent of the operated 
area (considaably more than was found 
in the villages surveyed by the WIDER 
project Ga/dei 1992 lable 15) Land 
reform in lungul, any more than else¬ 
where in West Bengal, has not brought 
about any radical change at all in the 
structure of land ownership But it has 
made some coiitribulion to (he livelihoods 
ol the poor, scheduled caste households 
who have been the beneFicianes (see also 
cid/dcr 1992 Table 16) Credit program¬ 
mes have also helped Fight ol the agri- 


rsBll2 Ji N( ( 1 Modi Ol Opi RATION ol I ANU (I9S8 1991 ) 



No <»f Households 


lotal land 


No o( Households 


folai Iand_ 



Ow nmg 

1 easing 

(I’tr 

()(vncd 

1 cased 

(P(l 

( ulli 

1 ISIIII 

(Per 

< ulli 

leased in 

(Per 


Land 

Out 

( eni) 


Out 

( cnI) 

vaiing 

in 

( cni) 

valr() 


Cent) 

19S8 

36 

9 

(25) 

151 I 

4‘ 7 

(30) 

38 

21 

(5S) 

169 4 

63 4 

(37) 

1966 

44 

na 


142 1 

M8 

(10) 

4S 

na 


1 /S4 

48 1 

(27) 

I9«: 

83 

3 

(4) 

l6-’2 

< *> 

(3 S) 

78 

25 

(32) 

l8-'9 

28 7 

(IS) 

Sample 

1982 

26 

0 


63 0 

0 


’9 

8 


76 ) 

11 1 

(17) 

I9'»l 

42 

0 


67 I 

0 


49 

10 


80 4 

113 

(17) 


Note land arras are given in acres 
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cuKuni Ukoour/poor pnunt households 
in the sample had bMn benericiaries of 
DRDA loans of on average Rs 6,S00— 
larger sums (allowing for inflaiion) than 
members of such households had been 
able to secure in 1982 The loans, which 
had reached intended beneficiaries, were 
used in most cases for the purchase ol 
bullocks 

But probably of gieatct impotlance in 
accounting for the change which 1 have 
obseivcd in Jungul than either credit made 
available under poverlv alleviation pro 
grammes, oi the distiibulion ol vested 
land have been the effects of organised 
action in increasing real wages I noted 
(sec above) in 1982 that had it riot been 
lor strike action led by the C PI(M) union 
real wage^ in Juiigiil would have fallen 
IS they seemed to have done in some 
neighbouring villages Laboui organisa 
tion seem I lurlhti to have increased real 
wages in the village In 1982 the ratio of 
wages (then Rs 8 S) to the price of paddy 
in lalgun (Rs 166) wa' about I 20 In |991 
the saint ratKs was I 12 (with wiges at 
Rs 22 (ler day foi men, and Rs 1\/1S for 
women, against the paddy price of 
Rs 244) I ht data I have on the availabili 
tv of emplovinciit in 1991 are probably 
even less leliablc than those whu h 1 was 
able to obtain in 1982 (in both cases hav 
mg to rely on lecall), bin it seemed more 
likely to be the case that it had declined 
than the reverse (90 KX) days ol employ 
rnenl in the icai, on average, being repor 
ted as against the figures of 146 days for 
agricultural labourers, and 120 days tor 
allotment holders whch I obtained ir 
1982) I his of course might be set against 
the evidence I base )usi given on the in 
crease ni tht nal wage, as suggesting lower 
labour incomes, but rheii on the othei 
hand it must ilso be rcmernberc'd that 
tnese people are less dependent on labour 
incomes than they were I Isewherc, cer 
tainly, increased agiicullural investment, 
sue h as has occuired m Jungul, has in turn 
led 10 incieav s in cropping intensity and 
to increased demand (or labour (Ben 
Rngaly, personal communication) 

How IMIHIKI'SNI Havi Poi iik s Bi LN' 
How iMIHliriANI lKKKiAIION‘> 

The data which aic reported in this 
paper are far from being comprehensive 
but I believe that they do sustain the 
argument that there have been improve 
ments—even quite sinking imjMovemenis- 
in the well being of poor rural people. 
They certainly do not permit eithei static 
or dynamic analysis of the components 
of household incomes that would provide 
some test of the relative importance of 
vested land, formal credit and wages, as 
opposed to incomes deriving ultimately 
from the increases in produaion that have 
come about as a result of investments in 


the last deckde m groundwater imgalton 
C rudely, this would be to compare the im 
portance o* political interventicsns through 
agrarian reforms with the results of 
technical change I he feasibility ut any 
such quantitative cxercia is anyway 
doubtful Ihi point that I ihink docs 
emerge is that (he suciessful change whn h 
IS observed iri Jungul in the I98<K cannot 
be ‘howii to have followed at all uiicctly 
linni the agriiian reforn programme it 
the left Iieint governmcni Almosi cei 
lainly the upwaid [iiessui* on agneulti i <1 
wages which has been i.iaiiiuiiried in 'in 
particular lan thr lugh ditcet iction 
oiganised by i^s ( P1{VI) union (rerMiried 
10 me by both I'eh peasants and labour 
er ), has been itiore important Moie ini 
portani lOO has been the expansi in >( 
(he produciise potential thiough <lu 
devcloprnenl ol groundwater inigatioii 
The two aie pio'iibly related, leu we may 
hypothesise llai it is beeansi ol ihe 
countciv.uling ixiwer' of labour in luiigul 
lhai landowners have eheiscri to oiieiaii 
land in the boi > season through short 
teiin leasing, tlieicbv setting up <in impoi 
lam income gene rating oppeiitunily foi 
laboiiieis Politic' are importani there 
foil, and It 1.1 suri ly sigi'iticant in tht 
lungul stoiy thii the fust r lee ted member 
of the panehayat after the Ixft Front 
goyernmerit < ariic to powet, was a t P1(M) 
suppoiter from the low ranking mal com 
munity He was subsequently the pan 
chayat pradban m a panehj^wt whv h has 
always been dominated by the C P1(M) It 
cannot be coineidenuil that his family has 
acquired a comparatively large amount of 
land, a shallow tube well and an oil 
engine, or that hg himself should now 
have secured a position in government ser 
vice. But It IS only to be expected (accor 
ding to local viewy) that an office holder 
should dense some tx rsonal benefits from 
his position, and th> lornier pradhan was 
in no way ever identified with the sadgope 
nch peasant tamilies In this particuter 
case there is an ideniitii anon between the 
parly and the panehayat and Ihe rural 
poor, which survives even though the cur 
rent panehayat member tor Jungul is the 
son ol a (bacsbnab) rich peasant--opposed, 
however (which mav be crucially impor 
lant) to the histoiically dominant sadgopes. 
The support of the party and the pan 
chayat have unquestionably been impor 
tant in the struggle to maintain wages, and 
ihis in securing the greater freedom from 
personal lelaiions of dependence which is 
observed in the village* 

In sum, then the ease of Jungul seems 
10 show that the agrarian reform pro¬ 
gramme ol the Left 1 ront government has 
been less important m relation to liveli 
hoods than action relating to wages 
(though relurms may well have contii 
buted to the political support which has 
made action on wages possible) It also 


suggests that the development of ground 
water irrigalioh - or the expansion of thr 
pioductivc iorces has been of viral signt 
licance It is this aspect of agranan change 
in Wesi Bengal in the I9KK lo which we 
iK>w turn 

\kl SI Bl Ni.M s Bh All i> ‘(iHll N 
RlVdll IleiN 

flu ba«kwaidnc's< and low productivity 
of igiicultun (hioiighoul the eastern 
ugion of India (including West Bengal, 
Bihai Oiissaand \isaiii) is well known 
li I' 'uiniiKil up III ih< caltulation by 
Bhalld 1 ui lyagi (t')S9) that this region 
(onlribniut only 4 pci cent of Ihe total 
inoenKni in toixlgrains production when 
ihi iKriod 19X0 SI is ccimpared with 
191(1 1 (uiniparcd with the north west’s 
contribution of ‘0 pei cent) and only 8 
pet cct of (be iiu'cmeni iii (he period 
between 1*164 6X ind 1980 St And it is 
widely aigucd ih it a xivuivion of irriga 
lion obviously has a kev lole in any 
strategy lo quicken th« p,ice of develop 
mem (ihi quoii fiom Vaidyanaihan 
1988 40 but sn .ilso ihr extended argu 
mtni III Bovees Aumnan Imftasse m 
Hengal 1987) 1 xpcM opinion holds that 
Rapid devclu|>nicni of groundwater—of 
which thctc IS bv alt accounts an abun 
dance in (tlw eastern region) which is 
entirely within oui conliol and which can 
signific antly ini nasc dry <eason cropping 
and yields, would seem to offer the most 
promising line of advance in the im 
mediate future I hat development of 
groundwatci is slow dcspiir thr apparent 
potential is pur/ling Acc ording to the Sen 
( ommiitee, less than a third ol the poten 
tial has been exploited in this region 
(Vaidyanaihan 1988 4)| 

Various scholars have soughi an answer 
lo the puzzle to which Vaidyanaihan 
refers He himself sums up the arguments, 
“(plausible reasons includr| the relative 
ly low retuins to iirigation under thr agio- 
climatic conditions of this tract, the 
predominance of small holdings, a high 
level of fragmentation and Ihe insecurilv 
of tenants' rights over the land (hey 
oilliyate'’(19884)) Janies Boyce puts for 
ward a slightly different argument, sug 
gesting that ultra group inequalities in 
Bengal make it extremely difficult to 
resolve the various icchnical problems that 
are involved (in effuieni groundwater ir¬ 
rigation) through the necessary collective 
action 

These authors were writing just before 
the sinking development which has taken 
place in West Bengal agncultuir since the 
mid-1980s, a development which hfs 
rather falsiiicd then hypotheses By 
November 1988 there were shallow 

tube-wells in West Bengal according to the 
State Water Investigation Dir^omte 
(goveinment of West Bengal, Ltonomu: 
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'Review I989’90, Statistica) Appendix). 
This compares with 2.20,000 in 1985, and 
1,55,000 in 1981. So there was an increa.se 
in their numbers of 42 per cent between 
1981 and 1985, and then another increase 
of more than 60 per cent between 1985 
and 1988. The Economic Review 1985-86 
noted that agricultural output in 1984-85 
reached record levels for the state, and that 
this performance was the result of increas¬ 
ed productivity rather than being because 
of increases in the cropped area. Con¬ 
fidence was expressed that the rising trend 
of agricultural production would continue 
because “The year 1984-85 was, rainfall- 
wise, not significantly better than 
1983-84”, and the reason for the signifi¬ 
cant change in agricultural production 
was found in t he .steady build-up of irriga¬ 
tion potential, especially involving minor 
irrigation works (including both ground- 
water and surface projects). Data (in the 
Economic Survey) show additional minor 
irrigation potential of more than 50,000 
hectares as having been created every year 
since 1982-83 (the major share of it be¬ 
ing supplied by groundwater). And the 
confidence that was expressed in the 
future of agricultural production in West 
Bengal seems to have been justified, ac¬ 
cording to state-level production data, as 
production increased almoitt continuously 
from year to year in the later 1980s. The 
Economic Survey for 1987-88 noted that 
“for the fourth year in succession food- 
gnins production maintained a level 
above 90 lakh tonnes", in spite of difficult 
weather conditions, and pointed out that 
'‘this resilience against adverse weatha 
conditions has been a marked feature of 
the agricultural sector in the state in re¬ 
cent years”. Increases came about notably 
because of consistent improvements in 
rice production, including increases in 
yields of the main 'aman' crop, and the 
steady increase in the acreage under high 
yielding ‘boro’ paddy. The latter meant 
that whereas in 1978-80 boro paddy pro¬ 
duction amounted to 13.6 per cent of the 
aman production, by 1986-88 it had in¬ 
creased to be very nearly a third as large 
as the increased aman paddy production 
[Harriss 1992, citing Palmer-JoncsJ. More 
recently it may be that increases in aman 
produaion have become relatively more 
significant than those of the boro paddy 
(this is argued in the Economic Survey for 
1989-90), but there is no reason to doubt 
that West Bengal's extremely good perfor¬ 
mance in increasing foodgrains, especially 
rice, output in the second half of the 
1980s, was due especially to expansion of 
boro production, and that this in turn was 
due to the expansion of groundwater ir¬ 
rigation. An analysis by C H Hanumantha 
Rao shows that West Bengal’s perfor¬ 
mance in growth of foodgrains output was 
as good as Punjab's and better than that 
of any other state apart from UP over the 


period 1977-78 td I9B8-89 (Rao 19921. 

There has been a turnaround in the 
agricultural performance of West Bengal 
snee the mid-1980s and since the time at 
which Vaidyanaihan and Boyce were 
writing. The question which then begs to 
be answered is that of how and why this 
historic change came about. West Bengal 
has at last experienced the ‘green revolu¬ 
tion’, to an important extent because of 
the lapping of a groundwater potential 
which has long been recognised but little 
developed.^ Why was it that West Bengal 
cultivators ai last began to make use of 
this potential? 

The government of West Bengal argues 
that “The persistent improvement in 
agriculture production and the all-round 
development of the rural sector in recent 
years as reflected in the rising income 
from the rural .sector in general and more 
specifically from the agriculture sector, 
indicate that fundamental and structural 
changes have taken place in the rural sec¬ 
tor of the state which has (.s/cl unleashed 
the latent productive forces which hitherto 
rould not be harnessed into the productive 
process in the rural areas. These funda¬ 
mental and structural changes are related 
to the development strategy followed in 
the State..?’ {Economic Survey, 1989-90. 
p 13). And the statement goes on to em¬ 
phasise land reform measures which 
“...bring about a structural change in the 
rural areas not only through a more 
equitable distribution of land...but also by 
subverting the hold of the rural gentry on 
the rural economy” (p 14). This ‘produc- 
tionist’ perspective quite ignores the power 
of mercantile capital (as opposed to ‘the 
rural gentry’) in the West Bengal rural 
economy (see note I). It is said that “This 
strategy is firmly based on the strong em¬ 
pirical evidence of higher per acre produc¬ 
tion record of the poor working farmers”. 
How justified is this quite classical view 
of the way in which agrarian reform may 
unleash the productive forces? 

The evidence in Gander’s paper, taken 
from the WIDER surveys, or mat in my 
own work on Sahajapur and Jungul [in 
Harriss 1983; and above], does not supp¬ 
ly much support for these arguments. 
Agrarian reforms have not been nearly 
radical enough to have really created “a 
more equitable distribution of land”, and 
there is not a lot of reason to suppose that 
“the stranglehold of the land^ gentry” 
has been very seriously shaken in the last 
10 years (insofar as the phrase means very 
much at ail). Though I do think that the 
sharp reduction in the significance of pei- 
sonal dependence in Jungul over the last 
10 years is important, I am unable to 
siiecify the ways in which it may have con¬ 
tributed to increased output and ‘unleash¬ 
ing the productive forces’. The ‘unleashing 
of productive forces' in Jungul and in 
other villages that 1 visited in 1991 in 


Birbhinli.afid Batdhamman scans to have 
had miich more to do with groundwater 
irrigation. The connection between such 
reform as has occurred and the develop¬ 
ment of groundwater is not immediately 
apparent. 

The implication of statements made in 
the previous paragraph is that intcriinkage 
of contracts may not have well defined im¬ 
plications for productivity. A recent study 
of the interlinking of contracts between 
water-buyers, water-sellers and merchants 
in a Thmil village shows clearly that such 
interlinkage is not incompatible with 
agricultural dynamism. The author con¬ 
cludes: “While Bhaduri advanced the 
phenomenon of interlinkgge as an expla¬ 
nation for agrarian sugnation, this paper 
demonstrates the centrality of the 
phenomenon in a regime of agrarian 
dynamism” (Janakarajan 1992:190). In the 
Tamil village interlinkage docs have pro¬ 
found implications for distribution and 
both reflects and enhances of the coercive 
power of the larger landholders who are 
also water-sellers. I found no evidence to 
suggest that water-sellers in villages in Bir- 
bhum and Bardhamman enjoy such (ap¬ 
parently quite formidable) coercive power 
as their counterparts in Tamil Nadu, 
though those who lease out land and sell 
water for boro paddy may obtain unpaid 
labour services (in pump operation and 
water di.slribution, carried out by their 
short-term tenants). We may at least 
hypothesise that the difference between 
the Tamil Nadu and West Bengal cases has 
to do with political context and the reduc¬ 
tion of personal dependence in Bengal in 
the last decade. 

Dl.vnriPMI NT Ol GHOUNOWAirH 
IKKK.AIION 

In 1985 the government of West Bengal 
signed an agreement for an IDA credit of 
$ 99M lot the five-year period to 1990, for 
the installation of deep and shallow tube- 
wells, some dug wells, and improvements 
to conveyance systcm.s of river lift schemes. 
In the Economic Survey for 1985-86 it was 
noted “...that the World Bank has agreed 
that the STWs and dug wells would be 
constructed, operated and maintained en¬ 
tirely under the supervision of the Pan- 
chayat Samitis with the collection of water 
rates (and the maintenance of the struc¬ 
tures) devolving onto the panchayats”. 
Lieten reports that an Irrigation Work¬ 
shop was held in Birbhum district two 
years earlier (in 1983) which brought 
together bureaucrats, technocrats, pan- 
chayat representatives and field level 
workers. It made various recommenda¬ 
tions to the zilla parishad aimed at a 5 pa 
cent annual increase in irrigation coverage 
And in practice effective coverage went up 
from 2.1 lakh hectares in 1983-84 to 3.6 
lakh hectares by 1986-87 (an increase of 
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more than 70 per cent over three years). 
According to the proposals emanating 
from the workshop shallow tube-wells 
were to be handed over to the panchayats 
for operation and maintenance (as in the 
government statement in the EconomK 
Survey) It also advised that "As most of 
the beneficianes will be bargadars, small 
and marginid farmers and assignees of 
vested land, shallow tube wells for these 
individual farmers will not be financially 
viable In such cases the panchayat must 
form groups of prospective beneficianes” 
|l iclen 1992 188, citing the repoit of the 
Irrigation Workshop] And now a is 
sometimes claimed (as, for example, b;? 
Bengali scholars who attended a woik 
shop held in the School of Oriental and 
All lean Studies in london in July 1992) 
that the dm-lopmeiii of groundwater ir 
ligation has been undertaken subslantiallv 
under the aegis ol the panchayats If this 
IS the case then the government’s claims 
ahou' the >igiiificance of the reforms it 
has ucidertaki n might he iu allied 

Kill III Uingul and in csiher villages 
whii h I sisiicd m Biihhuiti and Kardhani 
I'lan groiiiidwatci litigation fioni shallow 
lufii wells ha little u> do with the pan 
chavats i veept in'- >lai a' u i. uecess.tiv 
to obtain ptiniis'ion lioni the paiuhasat 
hcloic making an instahation t. iiltivatois 
sav, lioweser iliat u n possible to get 
loimd ihn <esiriiiion h\ going ii> Iht 
distiKt agi kulti .ai ottucr, oi b\ paving 
‘something at the paiuhaval in none of 
the villa"!-, iliai I visMcd did I eneenmter 
.itiv sui.gi lion that panchavals had pre 
vcnteil HO'UK lioni mstallmg a shallow, 
that paiichav.'t subsidv had been a pai 
ticulails iniporiam factor iii finaneiiig the 
de'cloimunt (though in one village pan 
(liav.u sub'id'ts nad made invesinieiii m 
irrigation bv two scheduled caste families 
posable but this wa, the exception that 
piovcd the lule ol private investment), or 
that Ihcie bad been anv oigarusaiion ot 
constriiciion, maintename or opeiation 
by panchavals I leteri reports that in Bir 
hhum district as a whole tlie panchayat 
based appioaeh advocated by the 198J It 
rigaliuii Woikshop “ seems to have work 
cd” (1992 188) But he does not say on 
what basts he makes this claim, and 
reports of the Muhammad Bazar bIcKk in 
which he worked that “ the STWs re 
mained in private hands" (1992 188) It 
seems that in this part of West Bengal, at 
least, the expansion of shallow tube-well 
irrigation has involved private initiative 
and private investment, quite extensive 
short-term leasing of land (in what is very 
often a kind of labour contract, such as 
those which I dcsciibed above, in Jungui), 
informal land consolidation (as indivi¬ 
duals have agreed to swop plots in order 
(o consolidate a block of land around 
their shallow tube-wells), and the develop¬ 


ment of water markets, rather than pan¬ 
chayat oiganisation ^ 

llie village Kuchly (in the WIDER sam¬ 
ple), for example, no^v has 14 shallow 
tube well installations, in the hands of 12 
owners (10 of them nch peasants from the 
Sadgope community), and including two 
operated by submersible pumps In the 
boro season oi 1990 91 each one of these 
irrigated from 6 to 10 acres Within the 
command areas of the wells the amount 
of land belonging to the well owners was 
raiely as much as half In a few ca,e< the 
owners leased in sc'me additional land, 
but leasing in was much less important 
than the selling of water, then at a stan 
dard village wide lateof Rs 400 per higha 
(one third ol an acre) lor the season • An 
impression of the economic s of the i>|x la 
lion may be deiiveci from the Icillowing 
v.ase 

I he owner, of the one of the subniei 
sible punip' had iccciilh paid Rs tS (KX) 
lor It, replacing an older elctiric pump 
and funding tin purchase from the sale 
ol <hi' old |<um|> logethei wtifi padds 
sales No loan had been iiivoiscd In ihi 
boro season iii carls 19<)1 thes were ir 
iigatiiig 29 highas (7 6(i acres), in an 
estimated coii.mand area of about M 
bigha' fhv ac'ual iirigaied aica iiiclud 
cd onls five bighas of their erwn paddy 
and a further two highas of muibcity for 
the remairing 2'* bighas that weie being 
irrigated thev were lecciving Rs 4<X) per 
higha foi the season I roin the cash in 
come of Rs 8 SIX' they would have lo pay 
an csiimaied Rs 2,(X)0 foi maintenance, 
and .> fixed electricity charge ot Rs I.HX) 
tor the years operation Ihe profit of 
Rs X.tXX) +, added to Ihe profits from 
their own production, of around another 
Rs S,000 means that their mvcstmenl in 
the pump will soon be (ovcied 

I Iscwhere, ut village Asinda in Bar 
dhaniman, 1 found evidence of informal 
land consolidation to creatclargci blocks 
o! owned land iiound tube wells (as well 
as wale, selling) (Jne owner whom I in 
tcrvic-wed was iiiigating 16 bighas from 
one shalkvw 12 of them obtained through 
land exchanges with altogether four other 
landowners Another cultivator reported 
having been involved m the exchange, 
altogethei, ol 14 bighas By their own ac 
counts these informal arrangements had 
been stimulated by both Ihe development 
of tube well irrigation and the advantages 
oi cultivating compact areas after the in 
troduction of tractors for land prepara 
lion Such informal consolidation is pro¬ 
bably iacilitated by the homogeneity of 
landtype in this area oi extensive tracts of 
canal tnigated paddy land 

The profitability, however, of shallow 
tube-well imgation is apparently threaten¬ 
ed already by the draw-down of the water 


ubie iocaiiv, and several of the Kuchly 
pam{» havi^ trad lo be sunk into ditches, 
and tube-well bonngs extended In near¬ 
by Gopalpur the water table is said to have 
been drawn down from 16 feet to 42 feel 
in onlv two ot three years In some areas 
It IS quite piobablc that guiundwater tr 
ngation will be a source of piolil only for 
a relaiivc-lv short prricKl 

The ‘explosion’ (relatively Sficakinglof 
giouiidwatei iiiigatiun in kiichlv in Ihe 
Usi five yeais (and in Asinda over a slight 
Is longer period) seems lo have been 
a.sscxiate<j pariicularlv with the aiiival ol 
electiKiiy and itv subsidisation b> the state 
government (as w,rs the casr in North 
kicot doll let in laiml Nadu 20 sears 
eatlici strl.umei I9tt( ( ulliv.iiotspay 
a fixed lat! ol Rs 1 KX' »l 2(XI’I, whn h is 
sup(M>scxlls lop IS lot III! in igatK'n oi out 
hectare when i ieaily much l.iigei aieas 
are > ullis<iie<l .init luN sti II oanei'- receive 
sigmli .ml iMsmcrUs foi si limg water to 
others Bill ihe i\pau,i!iii >1 ,liallow tube 
well luig.tiion .ilsoiM Itingul, wheie only 
oiu w.li t c ti iiiliid '-hoMs ilia tile 
jvaitabiliu I't uiial cie- in us 'upplies has 
probafils iioi bci ii thi mils or iie cssari 
t> the dt! IMS! lav uu Raihn, v bal seems 
to have Ikc ii insolsid ha‘ been the asaila 
bility ol a , 111 'ibic md ,in isctiil high 
yielding vanety (IK v6f md a more 
favouiablc N ftililise- p.tddv piicc latio 
A pal’d by ccotiomists Iri'in liu Interna 
lional Rki* Rescuih In iiMit in oru 
argued ih »i in 'Ai ,t Bi uiral ‘‘ ai < urreni 
prices, leilih,! i is it-it muchol a baigain” 
jquoted <n Hai ns, NhJ 4‘)| In the penixl 
since (hen it S'-tiiis that the priies culli 
satois pa, loi me a li.ivt been kept cons 
tani, *hilst paddy prices iiasi-itsen I hi 
priii of Rs 2 40 [Jci kg o' u'la wa, 
lepoiled'to me m hingul m March 1*782, 
and the SAMI piui iiiMaicIi 1991, while 
the cuircni piin icieised toi padds had 
increasid bs m On ngii-n ot SO pc-r cent 
I his hs|>o(hesis lias lo Ik , hr i ked against 
distiict stale level dai.i bin it does seem 
rather hkels that the fai'ors which have 
‘unlocked’ the SVcsl Ilengal gioundwaiei 
isuz/le have had to rkt with Ihe a/.u'ahiiuy 
of techiioiogs. and with inoic tasourablc 
prices rather than with iiistituiional 
changes biought about by agianaii 
refoiin Another part ol the ,lory in.iy be 
that, as Palmn Junes has suggesici) [cited 
.n Hainss 1992 220], the state govciiiineni 
has been pieparcd to gist up Ihe view 
which had bwn held that groundwater 
development should be (ugamserl by the 
state and mainly involse deep lube wells — 
even though the inellictcncy of (heir 
operation had been well known Now, 
howevei, if rates of draw down such as 
those reported above aie lound to be oc¬ 
curring very widely, the case toi intctven 
tion to plan and control groundwater 
dcvclopmeni may have to be le examined. 
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Ill 

Conclusions 


Based as they are on ‘rural rides' rather 
than on very extended research the conclu¬ 
sions that are drawn here are necessarily 
tentative, and need to be checked against 
more systematic analysis (of such factors 
as the fertiliser/paddy rice ratio, of com¬ 
parative price trends more generally, and 
of water-selling contracts). But it does not 
seem that the argument put by the West 
Bengal government in the Economic 
Survey for 1989-1990 can be sustained, for 
the connections between agrarian reform 
and the resolution, at least in the short 
term, of the old ‘groundwater puzzle’ are 
weak. It seems that in practice the state 
government has been instrumenul in 
achieving something of a breakthrough in 
agricultural production but more by 
means of a focus on “the expansion of the 
productive forces” than it acknowledges 
in the public statement of the Economic 
Survey. Evidence from none of the three 
villages that I visited in Birbhum and 
Bardhamman supports the view that the 
agrarian reform policies pursued by this 
govenunent have brought about any really 
signiricant change in the agrarian struc¬ 
ture; or that the reforms have been instru¬ 
mental in increasing agricultural produc- 
tivitv. 

Licten, in his study of another Bir¬ 
bhum village, reaches the opposite con¬ 
clusion. He finds in his evidence on the 
displacement of relationships of personal 
interlocking, entirely comparable with 
that reponed here, reason both for accep¬ 
ting Bhaduri’s model of semi-feudalism 
as an explanation for agricultural stagna¬ 
tion in the past, and for believing that the 
agrarian reform process, by breaking 
down ‘semi-feudalism’, has been respon¬ 
sible for the greater dynamism which is 
now apparent (1992:201-202). But as I 
have argued, the connections between the 
reforms and the displacement of relations 
of personal dependence, and between 
both and investment in groundwater ir¬ 
rigation which is the base of the new 
dynamism, really are not at all self- 
evident. The comparative evidence in 
Janakarajan’s study of a 'Bunil village 
(1992), in which interlocking persists (as 
it does not in the Bengal villages) in an 
area of agrarian dynamism reinforoes this 
aigument against the causal connections 
which Lieten seems to assume 

But the findings of this paper are sup¬ 
portive of Lieten’s broader conclusion 
that: “...higher productivity and a betts 
deal for small peasants, baigadars and 
agricultural labourers have combined to 
r^uoe the ettieme poverty and to reverse 
the immiserisation process (refuting) the 
aigumcu that further lowering of the land 
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ceiling will lad us down the path of non* 
viable dwarf peasant famuiig” (1992 201) 
There are in^cations in all three villages 
of the declining signiHcanoe of personal 
dependence, even in those villages (Asinda 
and Jungul) in which panchayat leader¬ 
ship lies with higher caste, middling rich 
peasants The extent to which the liveli 
hoods of poor people have been improved 
in the last decade certainly has more to 
do with whether or not political action has 
ensured that wage levels are maintained 
and improved, than with tenancy reiomi 
and land redistribution per se Yet, as 
others have argued, the significance of the 
modest agianan reforms winch have been 
implemented, in increasing the confidence 
of the rural poor, cannot be discounted 
On balance, therefore, the findings 
reported m this paper do support the 
arguments of Kohli and 1 leten, at least 
to the extent that the C PI(M) has not sold 
out to dominant landed rural class in 
terests (even though it mav have done with 
mercantile interests) and has rather used 
Its broad power base to bring the benefits 
of modest reformism to poor rural peo¬ 
ple But this paper also leads to the con 
elusion that the Left f ront government’s 
;lassical precKciipation with agrarian 
reform led to a misplaced emphasis in its 
agrarian policies, and th it the expansion 
of production by means oi improved 
technology and price incentives has been 
more important man it, or its apologists, 
are yet prepared to concede: The Jungul 
story really shows how positive political 
action ti lelations to wages, together with 
:he possibilities of expanding production 
through groundwiter iriigation. have 
lealised benefits for the poorest people 


Note« 

I am dfcpi> grateful (o Sum' Sengupta lor ihe 
)pi>ortuniiy of berummg affiliated lo (he 
WIDLR Project of Public Policy in Wesi 
Bengal, based at Santinikeian in April 1991, 
ind lo professor Sengupta and lo Dr Madhan 
liopaJ Ghosh, of the Agro Lconomic Research 
I entre lor eastern India, lor their friendship, 
rncouragement and practical help Thanks t(x> 
:o Barbara Harnss and Ben Rogaly who have 
pven me extremely helpful comments and 
.nticism. to which I has« atiempied lu respond 
Dne of them, at least, continues to disagree 
with some of Ihe mfeicnees which I have drawn, 
ind neilhcr of them is al all responsible for the 
irgumeni in this paper Most of ail I should 
ike (o thank all of those village people who 
will probably never read ihese words who gave 
nc their tune and interest Finally, I am also 
(laieful to Ihe Staff Research Fund of the 
jondon School of Economics, which paid for 
ny travel to Viesi Bengal j 

I Bartiaim Harnu points out to me that these 
arguments and those of this paper, in com¬ 
mon With the rest of the literaiuie on thu 


subject, focus exclusively on ihe sphere ol 
agrarian production relationj Her own 
research has shown that ihe concemraiiun ol 
agrKuituial mercaniite wealih in WHi Bengal 
IS absolulcly and lelalively (by companson 
with what obtains at least in Tamil Nidii) 
very high and set (hat (he sphere ol iiicula 
(ton has been irtaied very favourably bs the 
Lell from government On these grounds she 
would argue that the goveinment ha< sold 
out to dominant lural class inieresu ihow 
of mercantile capital 

2 ll mighi be argued Ihat the rise of I'ns 
seasonal share cropping reflects the irlm 
lance ol landowners to least out land over 
longer period for lear of losing control of 
II I his IS certainly a possibility but as I go 
on lo argue hric are also taciois having lo 
do wiifi control osti labour which irt in 
volved and which seem probahls ihok in 
porlant 

T Mv findings ate misieporied by I iiten Hr 
says that Harn s argues th li attachniciil is 
still veiy much ihi case and that thrie is thus 
a (onlinium ol these relationships Ihc 
dadon (adva cts) m his example was 
however repaid m labour days al par and 
thus indicates that the old system had chang 
ediadically |l leien 1992 ST' But there still 
was extensive p ivment ol inietrsl in 1982 so 
1 am inclined lo maintain that Iheie wa< nnu 
continuity al that lime than I letrii 
acknowledges 

4 In othei words the sort of i hange desci .bed 
by Lieten in his monograph had taken place 
in lungul by llie beginning of the i990s Ben 
Rogaly reports (pcisonal communication) 
that while implicit interest bearing loans 
against future labour still operated in two 
Pc rulia villages, where production was f(X.u> 
Cel on a single crop of rainfed paddy wage 
advances in multiple cropped, irngated Bat 
dhamman villages bore no interest 

5 I his statement is put tentatively in the 
absence of detailed eimr series data on prices 
and price differentials 

6 It IS possible that my inlerprclation is osei 
generous, and under rates the extent to which 
parly solidarity wilh labourers’ struggles is 
a matter ol local realpolitik (as the 
significance which 1 report, of old iisalries 
between the baishnab pane hayai member and 
the dominant Sadgopes, perhaps shows) 

7 I he local findings reported in this paragraph 
leave as a pu/de the question ol whai hap 
ptnded to the IDA loan Its sigmfkance may 
have been m creating/enhancmg Ihe availa 
biliiv of groundwater equipment 

S fhe fact that water is sold at a fixed cash rate, 
rather than for a crop share, as in the Tkmil 
village studied by Janakarajan (1992), seems 
to be an indication of tlie rclaitvr lack of 
coercive power enjoyed by water sellers in the 
Bengal village. In iungul vil lage some water 
IS sold on similar terms to those reported 
from Kuchly, but in other cases, inctudiiig 
those of short term leasing in, w«er is paid 
for on an hourly rate, which is a practice that 
Janakarajan describes as bang expressly 
excluded in hit Ikmii village: 
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Marxism: the Uilemma of iuHitique 

Manu Ray 

The possibilities of inscribing revolutionary ideas, advanced at the level of critique, into material conditions 
are today debated with unprecedented urgency. To talk of the ever-renewed agility of contemporary capitalism 
does not mean that as a determinate, historical specification of tendencies of forces, capitalism no more acts as 
a ceaseless mechanism of expropriation. Indeed, it rgfers to its povrerfu! ‘ideological semiotic’ through which it 
explains its hierarchical and corporatist power structure in the mystificatory terms of meritocracy and expansion, 
and retains its hegemony over competing radical projects. In contrast, as the results of the experiments of eastern 
communism are becoming known, the Leninist response of smashing the state apparatus stands today as an 
unquestioned negative utopia. Together, they bring to bear in a cruel way the important fact that there exists 
neither a linear process of social integration nor a simultaneous contradiction between the growth of consciousness 
in political organisations on the left and the development of capitalism. This paper questions the tradition of 
critique in Marxism and focuses on its manifold dilemmas. Towards this aim, it examines a variety of contem¬ 
porary readings on Marxism and post-Marxism and attempts to trace the controversies surrounding Marxism’s 
enlightenment ideal of offering critique from the standpoint of higher rationality. 


CONTEMPORARY Marxism enters tiie last 
decade of the century on a note laden with 
despair It is outwitted by the popular 
devolution of social welfare politics (which 
has robbed it of a few of its 60$ libertarian 
slogans, like ‘decentralisation’'). It is caught 
between a determined rejection of old socia¬ 
list humanism and a haunted suspicion of 
post-modernism as at best nothing more 
than a ‘fixture of inventory’, and at worst 
the ‘cultural logic of late capitalism’ Worse 
still, it finds itself battered by the recent mass 
upheavils in the eastern blsK and the Soviet 
Union. With the formal dismantling of what 
used to be the Soviet Union on Oecember 23, 
1991, the drum-roll of counter-revolutionary 
decay, that witnessed its first undoing in the 
fall of the Bciliii Wall in November 1989, 
finally reached ns climax. Earlier, the 
western press was quick to baptise Gor¬ 
bachev’s abandonment of the CPSU in the 
third week of August as ‘the second Russian 
Revolution', fttrhaps it is a sign of our times 
that this time it involved relatively little 
bloodshed, while the tumultous esenis vK- 
curred under (he constant watchful eye of 
the electronic media. 

In the embers and tears of western Mat x- 
ism, (he possibilities of inscribing revolu¬ 
tionary ideas advanced at the level of criti¬ 
que into material conditions are today 
debated with unprecedented utgency. C'oupicd 
with this is the question ol a ‘non-artificial’ 
solution to the crisis of legitimacy of 
democratic representation. At a more prag¬ 
matic level too Marxism faces a major 
dislocation. T his refers to a crisis in the 
whole way of doing politics in the wake of 
feminist critiques of the sexual division of 
Uibour, etc. With ecological iisues vying for 
place in the centre-stage of political calcula¬ 
tions, we ar^ slowly but surely, entering a 
new cia of pditks when the traditional bag¬ 
gage of concepts centring on the 'nation- 
sute* seems likely to undergo significant 
mutiaions under the more pressing questions 
of security of life-maintaining systems. The 


challenge is further complicated by the ap 
pearance on the scene of questions of ethnic 
groups, of racism and of neo-colonialism, 
while the inability of various Marxist 
‘organisations' to supplant the communist 
parties (causing a near-paralysing vacuum 
in institutional politics) calls for a thorough 
review of Marxism’s potentials as well as 
failures. 

To talk of the ever-renewed agility of con- 
lernpoiary capitalism does not mean that as 
a deteiminaie, historical spccificaiKin of 
tendencies of foa'es, capitalism no more acts 
as a ceaseless mechanism of expropriation. 
Indeed, it refers to its powerful 'ideological 
semiotic’ through which it explains its hierar¬ 
chical and corporatist isower structure in the 
mysnricaiory terms of meritocracy and ex¬ 
pansion. and retains its hegemony over com¬ 
peting radical projects. In contrast, a.s the 
results of the experiments of eastern com¬ 
munism are becoming known, the Leninisi 
response of smashing the state apparatus 
stands today as an unquestioned negative 
utopia Higcther, they bring to bear in a cruH 
way the important fact that there exists 
neither a linear process of social integration, 
nor a simultaneous contradiction between 
the growth of consciousness in political 
organisations on the left and the develop¬ 
ment of capiiafism The right reads this as 
definite signs of credibility crisis at the very 
heart of Marxist theory. For the left, it 
signals the need foi post-Marxist departuics, 
stretching tenuously between an uasurc pro- 
blcmatisation of the economy-as-determi- 
nant at one end and a (ruffled) consensus 
on the need to le-investigate Marxism’s 
enlightenment heritage on the other. 

This paper questions the tradition of criti¬ 
que in Marxism, and focuses on its manifold 
dilemmas. Tbwards this aim, it examines a 
variety of contemporary readings on Marx¬ 
ism ant) post-Marxism and attempts to trace 
the controversies surrounding Marxism’s 
enlightenment ideal of ofTering critique from 
the standpoint of higher rationality. 


I 

Colin Gordon [1980) points out that 
Marxism’s intellectual superiority over the 
contending forms of socialist currents lies 
not so much in the abstract elegance of 
dialectics or in the theory of falling rate of 
profit as mils comprehensive opening up to 
the theoretical advances of 18lh century 
European historiography. This means that 
right from its inception, Marxism establish¬ 
ed a direct relation with the iiaditions of the 
enlightenment. In the recent revaluations, 
Marxism’s crucial but contested links with 
the enlightenment have been bioughi under 
the spotlight, taking it as the sign of both 
Us strength and weakness. Marxism has been 
questioned for proclaiming rationality and 
scientificiiy as its constitutive, methodo¬ 
logical core and for attributing a near- 
disabling emphasis on class as an agent of 
history. 

Thought, in the way that the enlighten- 
nxrnt portrays, operationaii.scs and privileges 
It. is the unproblematic antithesis and the 
counter-force to myth: it shatters the spell 
of blind collectivity and dogmatic traditions 
through ratioanation, hailed a.s the only 
reliable guide to action. Foucault once 
remarked that in the enlightenment all ob¬ 
jects are brought unoer doubt except the sub¬ 
ject. He argues in The Order of Things that 
the figure of man is constitutively doubled— 
man is at once the locus of effecls of the 
detcrmiiuitions of life, labour and language, 
and the Incus of knowledge, the perpetual 
opening of the question ‘what is man?’ Con¬ 
sequently. the determinations which define 
man as Tmitude’ aic themselves defined only 
with reference to his ascribed transcendental 
nature. This problem of explaining man as 
both subject and object of knowledge forms 
what Foucault terms the problem of man as 
an empirico-transcendentai couple, and the 
discourse about man constantly fiidls into the 
trap posed by this polarity. Fbr a similar 
reason, the history of communism as the 
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ueu of pnbds is maned bjr a hei^KaMd 
degrae of narcinutic enclosuie Marx, his 
orthodox advocates pmnt out, could go 
beyond Hegelianism pieasety because a 
historical subject was appearing that could 
transcend the limits reached by philosophy 
through reason backed and realised in 
material struggle In the course of the history 
of commumsm, however, this con fidem e in 
the identification of a locus ol entiqur with 
an escatological notion of history could only 
get transmogrified into intolerance and 
hostility towards new ideas, an obsessive 
control over the political utilisation of 
knowledge, and an ‘ideologicai dictatorship’of 
the economic last instance (that never 
comes) 

From enlightenment to Maixtsm what 
continues unabated is the metai>honcs of vi 
Sion The neo classical uinscnsus about the 
pnniacy ol vision boyan to base its momeius 
of doubt as tie 18th century progii^sed But 
if the alleroiu at basis ot the piiinacs ot tht 
vi.ual was Kjeitcd it wa' lefoiiniilatcit in 
terms thit would undi'wiie modelni in 
from lanfuaf t to kimuIrdgi to tinilly >nd 
unattei ibly ision hence language is 
ultimately i onn oi as Allen 1 liilici tlV84] 
nuts It, a />m/iimaer)of .in otherwise met 
able idei (iJei) I lotii iHscartc on 
philosoplis ided of sell loundaiion gels 
cast in trims ot a visual metaphor Idealiv 
icfieMviiv bcv inrs (he method and ihi 
foundation b> whix.h philosuphi giounds 
Itself within ilsch bee at .e ii provides the 
strue'ure and proecs* of an operation which 
along witti focusing on the action ol the mir 
tor repi saucing an objeel implies that the 
mitror is made to see itself [(ias..lit I<t8(>| 
Itirough >uih sision the suhicet can | ti 
vilege his hit own sell cc tain's a the 
giciuiid ol philosophy itsell Th< consti 
tiiiivc subject of Kants tiaiisiendental 
philosophy IS constructed as simulianeouslv 
philosophy s inteinal principle ihu making 
loom for a usircspondencr between thr vi 
Sion ot phil isopns ind ih object ot vision 
It the C artesian subjcit is a substance, the 
k.intian subject is a pure category a bate 
consciousness which ptrvadcs all conscious 
ness Kant’s equation ot the enhghteniiunt 
with an imperial metaphor of vision is un 
mistakable light that invades the darknes< 
of the cave The problem with Kant, as with 
all philosophers of reflection, is that he can 
not see the beam in his own eve 

Marx, an exemplary modernist, reiterates 
the notion of cnttque as making visible. 
Drawing upon Hegel’s entique of Kant's 
purely transcendental reflection, Maix 
points to the existence of a thud element in 
the unifying dialectics of the mirror and its 
object—the relation between the mirror and 
Itself But, again, due to the uitiraairly 
dialectical nature of his scheme, the mirror 
mg subject is able to integrate the distinct 
moments of ‘reflection into self and of 
’reflection into other’ into a dynamic unity 


Henoe, H no longer reRuuns the cmpirkal 
subject, and history becomes the bearer of 
a universal form of the human—an arena 
for the produciion 0^10 intenoniy and 
density called man tnihused with a supra 
histoncal vision of histoiy (expressed in the 
catch.<.ry hisioty is on our side) and oprn 
10 the culomsing airogance of an enlighten 
mg reason the ideal Marxist subject as 
critical philosophy aitrmjsis lo give voice to 
human suffering, tiies 1 1 create a space for 
the consciousness of oppression I he goal 
of philosophy, in this scheme, is at the sa ne 
tunc the culininaiion of histoiy or lieiui 
a certain visio 1 of 1 ’ In Marx one can see 
the possibiluy o* thought o|iening to its 
alteniy, a possibility that, howevti gets 
dissolved in thv (Hegelian) ojsposition of 
source and it flii (tion It is in this context that 
Nict/iches avir'mauc ‘I mistrust .ill sysie 
matist IS and ai out them I he will (n system 
IS a lac k ol inii vfiiy’ | TWitipht 0 } tnt fdoir] 
or Hetdeggct to overcome histoiy is to 
oviicome nictaphysics’ [Being and lime] 
needs lo (k read In the lapitalisi and in 
creasiiigly pio pciou* west tlie lift finds 
iKelt without 1 tmilied subieci (the tnd of 
niodernitsl wi h no universals an unen 
lou'aging amt nialiviied history ot official 
Marxism and wnh little material foicr 
Hrncr, If shipid itsdl in term, ot the 
minority log c of ..ounici i.ultuit a logic 
winch in the ujiIk avals ot the 9t>s looks an 
exhausted jsiis itnlitj 

Mill hell Dean gives three tiawnis 
foi the rtnewtu interest in Marxism 
ciilightenmcni lontieclions (i) tin political 
(umtion ol the tcvelopmtiii ol proJuctivt 
loices undti thcaigis oi s,.iriitific rationali 
tv in) the loss 1 1 an cmancipatoiv hope of 
a revotution ba td on ration ihsm and (iii) 
tlic dccolum d lialU rigi to western lationaii 
(> to global cc iioniic domination and 
politii at h'gemonv I nlighienineni a. total 
reason s[x.insnred 1 p.>i(iculai cultuial iden 
(itv tor the we<f oherent civilised and the 
guardian of esaiitial humanity NVith con 
timporarv (.ultura! druggies questioning ‘he 
putative sosereigdtvol western reason, this 
(ultural identitv a. a metaphor of the wes' 
IS I haltenged t mi and along with it, Ihi no 
tioii and pradirt' ol hiuon as 'f uiojie 
prelerted autobiography’ [Spivak] 1 hus, the 
deconstruction of the tenets of enlighten 
iiirni and its preserve of various binary op 
peysiiioiis leads lo the dissipation of the west 
seen is a tunclion of the pohlito-cultural 
disc ourses and economic practices ' 

The leceiit rethinking in Maixism rtgar 
ding Its relationship with the enhghtenmciit 
points to a mote fundamental cpistemic 
question- namcls, one centring on the vex 
cd issue of the status of Marxism a* science 
Althussei, in his hid lo ’rescue' Marxism by 
attempting a re reading of Marx in rigorous 
strucluiai terms,^ argues that .t is 
epistemologicaltv and politicailv unperative 
to highlight the scienpfu credentials of 
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Marxism at opposed to its humanist ini« 
pretattons* fouCauit too considrn that 
Althusser's worntu are misplaced Poucault’i 
early woik is pnnapallv eptstemotogicat and 
methodological in nature and among othei 
concerns, oppo both humanism and or> 
thodox Marxism In his later work, he fhr- 
thei elaborates this nounon by concentrating 
oil how thr individual subjects are them* 
w'ivrs cuiistiiuted in and through the social 
practices of cotmtion and normalisation 
rhis led lum to a thorough investigation into 
the many aspects of what is conveniently 
labelled as (he social issues such as rupture 
amt disiontmuiiy pimri and knowledge, 
anil the iHitssaleiKe of social irlattons 
Throiigh'iut his caieei, however Foucault 
(tiis eiily uintaet with Althusser iiot- 
wilhslandmg) ittained ,in srdunus opjsosi 
non to any iliempr to resori lo ‘science’ in 
explaining soe lal r« ality lo privilege Marx 
ism s seiditilK iMiUntiale hr argues, is (an 
lamiiunt ii (iraising Maixom lor one of as 
mam jirot teiiis namely preduiing much icxi 
[ifc.iscly the coinM line Althussei wants to 
plm Marxism scciirclv wiihin the tinets 
(if raiioiialia Jisi ourst, white to I oucauli it 
IS (itecisrlv ihcsc laiiorialist irnct that 
should have been the taritcis of Miixisms 
demystityiiie endiavimi' 

( haractctistKally louiauir 1 muiested 
not III viewing latioiialit* as an anthio 
(Kilng ( d invanaiii bui laihi t in examining 
iiow toinis of latiiHialitv m c iilie thetnveives 
in prailues or systems ol jiraitiies He con 
tests the iiaiikfuit scliiMsf (liesis that 
modem society constantly ittempn to dr 
individualise iism(mbei< by drawing thtm 
within the voi lex ot its jxilitKai lotahty In 
tonfrisi he maiiuain that then is a coi 
relation between an imnasiiig individualisa 
tinii and the mnton emcnl ot totality |I980| 
Hence (omptivd to Iraiikfuri School 
I ouc lul* s view on the dec line ot the political 
taiionality is f ir more dynama 'Ihe lailuie 
ol tilt major political theories nowadays 
must not lead to a nnn(MylilKal wav ot 
thinking but lo an mcesngalion oi what has 
lietn out polincai way ot iliinking during 
ihi ccniuiy [1988 Ifilt Indeed it con 
vctitioiisol Marxist thought have liaiihas 
ing trouble accomniodaliag themseives to 
tilt new conditions these i hallenges may 
prrciselv be the on avion lor a ri'viialised 
post Mirxism 

II 

Marx > relation with enlightenment juin 
ctplcs was not a nicyiiolithii aftaii His 
dialectical approach by assertion and 
dental views thr realisation of history’s pro 
jcci as a comjilex and evn renewed weave of 
rationality and irraiionahtv, an approach 
which bv neiessitv pnvileges lupture, fore¬ 
grounds negation, and attiibutes central im¬ 
portance to (he ofMqueness of the social—I e 
the gap lietween the manifest and the real 
Thus. Maixtsm always had the potential' 




ment. Rut oft he teiuion in Mint's writings 
lies in thnr fusion of two distinct historicnl 
associations of as a neo-Kantian, 

Mant privileges the idea of unprejudiced 
reason, labouring an unbiased critical ex¬ 
position of the 'natural laws' of capitalist 
production; as a young Hegelian, he fore¬ 
grounds the moment of negation that every 
Kritik carries within it, emphasising the ever- 
renewed discrepancy of theory and practice. 
Marx’s mode of resolving this contraditnion 
is also the constitutive crisis of Marxism: a 
perfect theory translated into the world of 
the humans. 1 hroughout his career, Marx 
either perfects his theory or explains the need 
for its translation, offering precious little 
concerning the actual process of that transla¬ 
tion. This prompts Althu.sser’s comment that 
Marx docs not have a thesis of transition 
[Reading Capilaf]* The less sure the pro¬ 
spect of ‘translation’, the more resounding 
the critique, transforming Marxism into a 
never-ending story of critical reflections on 
the forms of ideology The traces of the ten¬ 
sion between the subject of reason and the 
subjea of egalitarian distribution system can 
be found in the enlightenment itself. Due to 
the overwhelming importance attributed to 
'reason', the enlightenment cannot reach 
completion without the practical dissolution 
of cla.s$ .society while, in practice, it got more 
and more anchored with the interests o( the 
.nascent bourgeoisie. In line with the dual 
character of the enlightenment we can 
recogmse Marxism's fundamental ambiguity: 
along with exposing the false claims of the 
bourgeoisie to absolute truth and virtue, it 
also situates at the centre of revolutionary 
praxis a (utopian) vision of a counter-society 
free of all such falsehood. 

Habermas, in his defence of a 'continuum' 
of history, suggests that we read the ambigui¬ 
ty of Marxism (termed here ‘the philosophy 
of history') as a response to the novel 
historical expenences assoi'iaied with the nsc 
of capitalism. He lists four crucial factors 
that have played a role in this prtKcss. As 
Rrtcr Dews puts it: 

an awareness of the accelerated and directed 
social change, resulting from the growth of 
the forces of production, and from attempts 
to control the effects of this growth, a con¬ 
sciousness of (he gap between the need for 
itgulaiion of increasingly complex social pro¬ 
cesses, and a lagging capacity for conirol 
which generates unpredictable side effeas of 
its own as it advances; a sensitivity to the 
uniey>lved conflict between the universal 
scoqjt of bourgeois moral principles and the 
continuing ‘suge of naiuie* which exists bet¬ 
ween nationaljcommunities; and. lastly, the 
disint^ration of traditional world views as 
secuners of social identity [1986; 8). 
Underlying these teiuions are the reasons 
that led to a left/right split among the 
followers of Hegel.’ No believer of the no¬ 
tion that political power could be dissolved 
into the Mif-oiganisation of society*, the 


lism and competitiveneiB Of boutgeo^ Mde- 
ty must rather be held in check by the state, 
and that any attempt to abolish tins counter¬ 
weight could only lead to chaos, in opposi¬ 
tion to this view, Oppenheim, a liberal 
follower of Hegel, asks: “How can one col¬ 
lectively administer something that does not 
constitute a closed whole, and which is dai¬ 
ly generated and formed anew through the 
infinite and infinitely manifold production 
of individuals?” {Dews, 1986], From here on 
the critique on the left has got more and 
more radicalised over time, taking its pre¬ 
sent shape among the post-moderns. The 
left-Hegelians were willing to challenge the 
dialectical basis of Hegel’s system, while 
their right counterpart remained happy pro¬ 
posing reforms in the political sphere. Thus, 
post-modernism as a ‘cross between prison 
and chaos*, between the iron laws of society 
and a perspective that holds no perspective 
as us only perspective, can be seen as hav¬ 
ing genealogical links with the right/left split 
of Hegelianism of the last century. 

Such a condensed narrative of Hegel 
through Habermas to post-modernism may 
be faulted as an instance of ‘continuitist’ 
hi.Mory. What it attempts to provide, how¬ 
ever, is a retrospective backdrop where we 
can situate the dilemmas of Marx in a more 
comprehensive manner. Very early on, Marx 
makes labour and praxis the key concepts 
with which he can operate within the Hege¬ 
lian system without getting entangled in its 
political implications. In the process, he 
totalises the historical field, reducing all 
forms of domination to labour. Sloterdijk 
[1987] argues that it is in this move of Marx 
that one finds an explanation for his turn¬ 
ing to political economy from mere philo¬ 
sophy, his appeal (in the middle of his 
career) to ‘theory’s role as world-mover’ and 
his celebrated comment that philosophers so 
long have only interpreted the world while 
the need is to change it. From theory as 
world-mover came a,s a logical step the no¬ 
tion of ‘mass ego', i e, the category of the 
proletariat (and its dictatorship), which, con¬ 
trary to what Marx may like us to believe, 
is more a product of ‘summits of philoso¬ 
phical reflection’ than any actual empirical 
finding.'® 

Marx in the fust thesis on Feuerbach 
argues that Feuerbach conceives practice 
‘only in its dirty judaical manifesution’ and 
hence fails to “grasp the significance of 
‘revolutionary’, practical-critical activity". 
However, as Sloterdijk points out, Marx's 
censure against mere interpretation perhaps 
highlights a skewed fact, which is, polemic 
notwithstanding, that his own greatest temp¬ 
tation ties in persisting at the level of mere 
critique. This is evident in the way Marx 
critiques philosophy; not by relating the 
ctBims.of philosophy to their social origin 
and thereby undermining their validity in a 
relativist way. but by demonstrating that the 
philosophy in question is faultily const- 


tinomical iuid thus inherently wif-defeating. 
Hence; the theoretical {vis-a-vIs the em¬ 
pirical) is privileged as the key to the 
‘original, self-splitting and reuniting' iden¬ 
tity of subjea and objea. Correspondingly, 
the concrete becomes important only as the 
site of many daerminations. In Marx's ad¬ 
monition of mere philosophy can also be 
read his gesture to do away with the dual 
struaure of criticism that separates theory 
from praaice, subjea from objea—in other 
words, the ‘externality’ of criticism and its 
attempts to stand ‘ouLsid^ of what it 
CTiticises. Marx attempts to achieve this 
through a dialeaicaJ resolution that will ac¬ 
count for the immanence of revolutionary 
possibility in a specific complex of material 
condition. Ironically, but predictably, this 
leads to the idea of the proletariat as the 
meeting point of the praxis of past history 
and the subjea of new history—an idea that 
stands in (he same relation to reality that 
Marx diagnosed and rejected as (he dual 
struaure of (bourgeois) ‘philosophy’. In faa, 
the dichotomy of a subjective understanding 
and an object to be understood is (he 
hallmark of much 19th century thinking, so 
much so that the self gets characterised by 
its radical otherness from everything else 
Rene Girard observes that in the 19ih cen¬ 
tury doubling comes of age. Already with 
Kant and more so with Fichte the need for 
emancipation and “an originally complaed 
act of freedom’ {Habermas; 1989] arc the 
presuppositions for all logic Marx, loo, 
while pointing out that practical reason is 
a stimulus to pure reason, docs privilege 
reason's pathway to self-reflection. Nietz¬ 
sche's critique in this regard is succinct. He 
calls man obsessed with unchained reason 
‘theoretical man’ and identifies his ancestor 
in these terms; 

Our entile modern world is caught in the net 
of Alexandnnian culture and lakes as its ideal 
the ihcoietical man equipped with the highest 
cognitive powers in the service of science; his 
prototype and anccslui is Socrates [77ie Birth 
of Tragedy]. 

Whatever the case may be, subsequent 
generations of Marxists felt it obligatory to 
pay homage to the idea that theory’s task 
is to conceptualise the world of objeas and 
reality itself, not merely positively but also 
critically, in this can be traced the funda¬ 
mental ambiguity of Marxism. It views con¬ 
sciousness as the reification of the soa'al 
process which, however, can also be liberated 
from mystification through the ‘conscious* 
struggle of ‘the last oppressed class—i e, the 
proletariat. Habermas argues that historids- 
ing the knowledge of essence only replaces 
the teleology of ‘being’ with that of ‘history’. 
He observes: 

On the one hand, a theory of (his sort 
(regardless of its speafic content) conceals 
the margins of contingency within which any 
theoretically guided practice is bound to 
move... On the otha hand, a totalising 
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kDQMMtdfe of tUs ion facte in • iKWitiQn w 
make dinkal evaluationi of the degne of 
alienation, or suooeii, of paniciiiar foraisof 
life in their entiiety lius eiplains the lenden 
cy to lee soaaliam as a hutoncally pnvilcied 
form of concrete ethical practice; even though 
the most a theory can dots describe the con 
diiions necessary for emanapated forms of 
life (1990 12) 

In the context of the German predicament, 
Sloterdijk descnbes it as ‘the modenusation 
of fake consaousness* Arguing that dmllu 
sionment with the enhghtenmeni makes a 
cyme of a cntic who, having learnt from 
historical experience, refuses ai^ optimism, 
he comments 

Cyiunsm is enhghtened false coiuciousness. 
It IS that moderiLsed unhappy consaousness 
on which enlightenment has laboured both 
successfully and in vwn It has learned its 
lessons but it has not, and mobablywas not, 
able to pul them into practice this con 
sciousness no longer feels affected by any 
critique of ideology its falseness is already 
reflexively buflered [1987 S] 

God, universe, theory, praxis subject, ob 
ject etc, arc mere ‘nouns for young people" 
(Huyssen, 1987} sombre, sacrosanct and 
ultimately oppressive Huyssen argues that 
the ancients knew the cynic as a ‘lone owl’ 
and a provocative moralist* while in the 
modern media climate, where the pressure 
to tndividualise has lessened, ‘anonymity’ 
now becomes the domain of cynical devia 
tiun But this anonymity is also a cover for 
exemplary elitism expressing itself in the 
assumption of ‘intact sensibility' One 
should lot, IS Sloterdijk sardonically puls 
It even try to convince certain opponents, 
reason, corrupted somewhere on the way, 
can be iccouped only in solemn self ref 
lecl’on Here Foucaults position is of 
'cminal imponance 

1 do not believe in a kind of tounding aa 
whereby reason in its essence was discovered 
or esiabltshed and trom which it was subse 
qucntlv diverted by such and such an event 
I think m iaci that reason is seif-created 
which IS why I have t led to analyse forms 
oi rationality different foundations, dif 
lerent creations diffeteni modifications in 
which rationalities engender cxie another op¬ 
pose and pursue one another ||98t 202| 
Hence, for Foucault reason does not bifur 
cate once, but over and over and over again 
and has multiple histones His critique of 
reason is often misconstrued as a call to 
‘disavow* reason even when his project, ex 
pliciily and clearly, offers a rational cntique 
of rationalism, writes ‘rational histones of 
all the lamiricaiions and ail the btfuiutuons, 
a contingent history of reason’ Adorno, as 
opposed to Foucault, holds that the move 
meni of 'reason* is dialectical Verslaiui (i e, 
concepts to order or subsume the objects of 
reality) and (i e; regulative ideas like 

freedom, justice, the sublime, etc—from the 
Greek noenrat nous) Adorno, very much 
in the tradition of German id^st philo¬ 


sophy, announoed Ms preference in the 
foUowuig “Progress is more than growing 
technical mastery and spintualisalion It 
IS also the progress of sptnt in the Hege 
lian sense of the term—i c, increasing 
awareness of ihesptnt of it. Ireedom” |I9R4 
303] Given such an altitude, it is not 
surprising that rntiquerould read in fascist 
ideology only us ‘patchwork character 
and rejected it with disdain u»o un 
authentic* to qualify as a strious 
adversary " 

Getting back to Marx, the capitalist reia 
tions of production are seen in terms of in 
soluble dichotomy, which again is linked to 
the dialectic of capitalist revolutionary pro¬ 
ject or what IS called in Grundrme 
‘capitalism’s progressively revolutionary 
thresholds’ 1 he f rankfurt ^hool, its expen 
ence ol German fascism and of Amencan 
mass culture behind it, could only respond 
to Marx’s emphasis on practice with ryni 
cism and nostalgia. Pointing out tlie radical 
rupture that the modern industrial capitalist 
state has efiecied with earlier demociatK ra 
tionaiity, the school’s programme highlights 
this ‘rupture as the underlying reason for 
modem manifestations of capitahst domina 
tion It aesthrticises the silnation as beyond 
redemption and wants to work out a enti 
que that responds to the “a prion pain’ of 
the age 

Behind Adorno’s disdain of mass culture 
(termed ‘the popular, the hypocntical, and 
the conventional’) lies an aestlieiicised ap 
proach to culture that he can never ra 
tiunalise. Sloierdiik calls Adorno a ‘crypto 
Buddhist’ “Those who suffer without 
becoming hardened will understand, those 
who can hear music in moments of clanty 
sec across to the othet side of the world" 
[1987 xxxiv). Indeed like a true Buddhist. 
Adorno’s path to critique is through sohtude 
and melancholy interested as he is in under 
standing the pain of the allies’ {Zeaschmen) 
In the crisis ridden but closed bourgeois 
society, the individual feels stripped of all 
power 1 he artisi, in his own world, reacts 
to this pervading impotency by portraying 
the primacy of the subject over against the 
given In Adornos peculiarly aesthetidsed 
vision, the ‘wui Id of fathers, legislators and 
profiteers’ appears as the real source of op 
pression For him, philosop|iy is impossible 
but essential philosophy if severed from 
praxis IS self contradictory while, if 
philosophy IS praxis, it no more remains 
phJosophy He calls this the logic of apona’ 
but ulumately seeks a dialectical resMution 
He iKxepts Nietzsche’s cnticism of the 
systemic but interprets it as an occasion for 
renewed concentration on the subject He 
appreaates Nietzsche’s equation of power 
and knowledge but in his own practice longs 
for a realm of knowledge beyond power 
This, he supposes, IS the RMlm of the mother, 
the utopia of the feminuie. Hence, his arid 
que becxmies more and more the work of )n 


emptery hcMink’ In the predominantly 
Oedipal sc<mand of ‘knowledge thn>uM« 
love’, love oi knowledge’ can only signify 
a vaulting desire lo get to the ‘naki^ trutb*. 
(It may not be particularly skewed to read 
in this contnt Adorno's contempt for con¬ 
temporary feminism as expressed m a com¬ 
ment like this feminism, m the name of 
bberating sexuality, only manages lo liberate 
gemtalily) 

Interestinfdy. a similar ‘physiognomic a 
cesr’ maiks the work of Whiter Benjaimn, 
with whose name is assocuited (as commen 
taiors generally agree) the most important 
renaissance ot cntique in the 20th century 
lb Benjamin, however, ii does not have the 
lunction of ‘recluse’, rather, it is related to 
hts imponant argument that the concrete is 
always already irreducibly material, resisting 
any assimilation to consciousness Adorno 
IS highly cntical of Benjamin's notion of the 
concrete Nonnheless, towards the begin 
mngol Nirga/ive/>ui/«\«KS hedoes subscribe 
to the idea that concepts cannot hold the 
com rete, that the concrete always spills over 
designated territories an idea whii,h is 
delealed as, towards the midtfle oi the book, 
he emphasises that a concept to be t one rete 
needs to establish rational identity with its 
object Benjamin enacts a ciucia' departure 
from the conventional understanding of 
German history in trying to intapret the am 
bivalent matrix of the tension between the 
destructive impulse and the utopian poten 
iial as a necessary tonnection between 
iibidinal and political imagination Linking 
somewhat lacoiucallr the auraiic apeiience 
with the reciprocity of the erotic gaze 
(Buck Morss 1983) Benjamin argues that 
individual sexual desires are always associ 
ated with the realm of utopian fantasy 1 his 
explains his interest in surrealism in its 
radical fusing of images from the surface 
with those held to belong to an ostensibly 
more primary or innei natuie. Benjamin 
calls surrealism ‘piofane illumination' 
(‘‘demonstrations, watchwords, documents, 
bluffs, forgeries if you will, but at any rate 
not hieiature’ (1989) where dreams loosen 
individuality hire a bad tooth and language 
rakes precedence ovei meaning (‘ After you 
dearest language’’ [Breton]) In a ditferem 
context, he prams out that while the German 
Cuininunist Party was busy giving class 
analysis of Hitler, Hitler roared into power 
offering the masses myths and dreams they 
badly vyanted Minam Hansen (among 
others) argues that Benjamin saw m sur¬ 
realism a demonstrated critique of official 
Marxism's consistent neglect of the question 
of the unconscious and the libidiiial side of 
human expenence. 

For Hansen, this messiamc blend of eros 
and politics Finiis a curious economy in the 
unsatisFied pub of the pas( through the vml- 
ed metaphors of prehistory which, however, 
has a psychic Kuice too dose to home She 
obsenes that the erotic-auratic metnor 
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Utopian glimpse of a pKhuiforic past is ac> 
tuaily a yearning for ‘home’ (Htimat) and. 
hence, is the Oedipai desire for the mother’s 
genitals. Hansen perhaps over-stretches her 
point here.'^ But her related argument— 
that if Benjamin’s physiognomic eiccs.s paves 
the way to figuration, then figuration, in its 
turn, opens the realm of the non-sen- 
suous—certainly deserves serious attention: 
As we could sec from his genealogy of the 
mimetic faculty, the category of similarity 
itself has undergone a change of meaning. 
It has withdrawn into the non-sensuous, i e, 
figuraiive, comspondenoes, not only because 
the subjective and inicr-subjective capacity 
of perceiving similarity has declined, but 
because, for related rea-sons, the status of the 
sensuous, I e, obvious and literal, corres¬ 
pondences is irrevocably compromised by the 
effects of universal commodity production 
and a concomitant standardisation of social 
identity and subjectivity [1987: I99|. 
Written in these lines of Hansen’s Ben¬ 
jamin is a politics of experience, pivoted 
as it is on a motivating ambiguity between 
the utopian craving to escape into the im¬ 
aginary world of pre-history and the pathetic 
submission to the recurrent circuits of 
‘catastrophic sameness’. 

In a different context, Benjamin opts for 
a desperate end to this tension and urges for 
‘SI tiger's leap into the past'. This is how, he 
argues, Marx understood the revolution 
{1973). One must not waste time but load 
time into oneself, lb load up time is the trait 
of the flaneur, Benjamin's favourite meta¬ 
phor for the man of the crowd. What fasci¬ 
nates him about the archaeology of late 
19th century French capiiaii.sm are its two 
antithetical moments, fabulous inventiveness 
and sudden evaporation of meaning, involv¬ 
ing a certain diachrony. Correspondingly, the 
flaneur feels looked at by everyone and 
everything and is also completely untracea- 
ble, protected. The image of gas and oil 
lamps of the aicades is extinguished with the 
blare of the electric lamps and steals away 
inlo their names. '(T)hc names become like 
a filler', which only ‘releases the most secret, 
bitterest essence' of what had been." 

By squarely placing the catastrophic at the 
very centre of modernity's notion of totality, 
Benjamin performs a transilii.ti from meta¬ 
phorical representation to allegorical dis¬ 
semination. Here allegory does not point to 
some gradual attainment of unity of a 
doubly-coded message (as in its ttadmonal 
use from Pilgrim's Progress down to the 18th 
century); on the contrary, it refers to the 
kaleidoscopic dissolution of a stable hierar¬ 
chy of meaning, where the resulting frag¬ 
ments resist any coherent hermcneu'ic 
restoration. Interestingly, if Benjamin 
foreshadows the Foucault of Discipline and 
Punish in reading the pervading mask-like- 
styles ol the 19th century as signs of the 
becoming invisible of power relations, in the 
same vein by framing allegory as the onto¬ 
logical absence ol presence, he forcshadow.s 


Derrida’s notion of supplement. Allegory is 
continuing mtlessness not in the sense of 
drifting on an arbitrary course but more in 
the sense of ‘pendulating’ in the surplus of 
meaning. Benjamin’s term for this is dialec¬ 
tical image, whose characteristic moment lies 
in the structuring of dream images in a field 
where politics is placed over history and 
where, through an alchemy that holds the 
key to materiality, the vety remote can sud¬ 
denly appear as the very close. Benjamin will 
simply call this remembering.'* Viewed 
from this perspective, Adorno’s engagement 
with high art appears particularly 
undialectical. 

Adorno rightly aigues that the subject and 
the object are to be understood as social pro¬ 
cesses and not merely as the presuppositions 
of pure epistemology. Towards this end, he 
sets as his agenda the redefinition of the sub¬ 
ject and object without presupposing their 
identity. He is least successful here, however, 
partly because of his ultimate privileging of 
the systemic over the ‘unconneaed’. Adorno 
expresses his anxiety over the ‘subjecticss 
subject' in terms ironically similar to the post 
modern euphorics over the dispersal of the 
subject: ‘scattered, disconnected, inter¬ 
changeable and ephemeral state of infor¬ 
medness' which one can see will be ‘erased 
the very next moment to be replaced by new 
information’ [1973]. As a way out of this im¬ 
passe, Adorno uses the notion of constella¬ 
tion: a momentary and revocable synthesis 
which IS ‘less an identification than an agree¬ 
ment to differ'. If continuity has ended in 
a closure of history, then to think of this 
closure opens a breach in it. In other words, 
the break attests to a continuity—a dialec¬ 
tical continuity which itself brings about a 
rupture. Working on this break. Adorno 
postulates, we recognise that our only op¬ 
tion is to use the force of the subject to break 
through the ‘deception of constitutive sub¬ 
jectivity' (1973). 

This is clearly an act of privileging politics 
ovci philosophy. In Adorno, however, such 
a gesture remai ns at the level of metaphysical 
angst, given his distrust of political praxis 
as one more sign of reincation in our age 
of corporate capitalism. Instead of t'oie- 
groundmg the irreducibly provisional and 
im-propcr nature of such a gesture, its 
radical aUeniy, Adorno attempts to anchor 
It in the philosophy of the subject: the no¬ 
tion that the subject is eventually able to 
comprehend itself as such (a position strong¬ 
ly reminiscent of Hegelian Marxism of 
which, r^en il ambiguously, he is critical). 
Within the safe enclosure of dialectics that 
such a position inevitably iiiwokes. Adorno’s 
analysis is ultimately reduced to what Jochen 
Schulte Sassc considers as “an ahistoncal 
hypostatisaiion of the subject as a self- 
idcniical' ego equipped with analytical- 
ptiwer" [Huyssen, 1983: 20). Ideally speak¬ 
ing, this IS the predicament of a position tnat 
privileges its moment of the political but 
relinquishes its potential for upheaval 


hslfwiiy. Such tepudUttion is alt the mote 
poignant, given his radically perspicuous 
critique of Kant’s epistemology of the sub¬ 
ject: “The subject is ali the more a subject 
the less it is so; and the more it imagines 
itself to be and to be an objective entity for 
itself, the less it is a subject" (Huyssen. 1983; 
20). In our reading, such problematisation 
of the subject constitutes the mark of fissure 
that Adorno’s ultimate recourse to Hegelian 
Marxist understanding of the subject’s self- 
realisation struggles to forget. 

The dialectics of remembering and forget¬ 
ting in Adorno is nowhere more evident than 
in his treatment of the culture industries, 
albeit from a different direction. While he 
recognises that there are limits to the 
subject’s reification through the culture in¬ 
dustries (making resistance possible), except 
for a few perceptive comments about popukv 
cinema at the very end of his career, Ador¬ 
no never undertook any analysis that locates 
these limiu in the mass cultural commodities 
themselves. Such disavowal also indicates 
that his analysis occludes the signifying 
strategies of specific cultural commodities 
and the mesh of gratification, displacement 
and production of desire that are always in 
play in their production and consumption. 

Adorno’s negation of the culture indus¬ 
tries is symptomatic Martin Jay supports 
Adorno’s position: 

(l)n a century when every revolution has in 
some way been betrayed, when virtually all 
attempts at cultural subversion have been 
neutralised, and when the threat of nuclear 
Airfhehung of the diaieaic of enlightenment 
continues unchecked, il is difficult to sum¬ 
mon the self-confidence to call (Adotno's) 
melancholy unwarranted [1984: 162). 
Behind .such attempts to justify melancholy 
as inevitable lies a lurking resignation lo the 
loss of’any vision of a tiuly and freely 
developing intellectual discipline In order 
(o redeem Marxism from .Stalinist parti.san- 
ship, the Frankfurt School took upon itself 
the task of ciiticdlly cuivsiituiing the truth- 
content of Marxist theory. In the process 
what got eclipsed was the element of 
historical mediation in Marxism—in the 
words of Negt (1988), the reality of error suf¬ 
fered under the unreality of truth. 

Adorno, like most other vvc.stern Marxists, 
derives normative inspiration from the 
limited context of !9th century industrialism 
in which Marx's work was set, a holistic vi¬ 
sion of society that sees capitalism as the 
revolutionising and mutilating of what was 
origiiiaily an ethical totality. Hence, the 
unflinching, valorised and paralysing criti¬ 
que. Brecht expresses (his quiiitesscntially 
cynical attitude in the following words: 
“We’d like to be good instead of so mean, 
but conditions won't allow it" [Threepenny 
Opera). This cynicism is not simply scep¬ 
ticism, not simply doubt about the virtuous 
attitudes of others. It :s. as Slotcrdijk puts 
it, ‘enlightened false consciousness’ that 
typically acts against belter knowledge. 
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StotenUjk’i centnl engacenwni is of 
seminal importance for our times how can 
the informed thinker both continue to ques¬ 
tion the subject of consaousness along with 
the many tmnsparencies about the nature of 
foaety, and yet be a responsible, caring 
citizen capable of resistance and creativity 
His project o( establishing a new form of 
enlightenment based on a regeneration of 
the kynical impulse, however, is no solution 
for the forbidding complexities of ihe task 
Bonrowmg Nietzsche’s Diogenes, Sloterdijk 
portrays kyiuasm as essentially an opposi 
tional attitude (‘the cheeky, positive side of 
cymasm’ in the words of Sloterdijk’s trans¬ 
lator, Michael Eldred) that does not ‘speak 
against idealism, it lives it against it’ [1987 
104] Through a philosophical foregroun 
ding of the corporeal, Diogenes is viewed as 
the ‘sensual embodiment* of protest, 
flouting standards of atizenship, unnating 
and masturbating in the marketplace as 
paradigmatic acts. (It may not be out of ton 
Uxt to remember here that Sloieidijk is a 
prominent devotee of Bhagwan Rajnecsh ) 

Behind Sloterdijk’s destierate optimism 
(‘if we disarm as subjects letting things 
be Cool, bnght, every moment enters 
Its space, you are no different from its 
brightness, its coolness, its jubilation’ (1987 
34) and Adorno’s a priori melancholy, and 
indeed behind much of <he tradition of cnti 
que IS a sterile, at times hopelessly simple, 
model of the individual and soaety the no¬ 
tion of the flower child, innocent, pristine 
and jubilant, iwho withers into a i-alculating, 
corporate, fragmented citizen in the utterly 
destnictive process ol socialisation At the 
heart of cntique’s disdain of practice lies a 
stubborn elitism, a tradition of privilege 

If Adorno portrays the individual as 
piecanously disposed to the whims and in¬ 
fluences of a diabolic society, traditional 
Marxism foregrounds the notion of the pro¬ 
letariat as a sexless, desiieless, hypostatised 
category suspended at a particular juncture 
of history’s trajectory and whose historic 
mission lies in ushenng in the classic of all 
collective singulanties—namely, the revolu¬ 
tion, or better still, the revolution of which 
all particular revolutions are instances The 
proletarut as a concept is an expression of 
a long tndioon of philosophical speculation 
concerning the relationship between flux and 
value Charactenstic of this tradition is the 
behef that there is a systematic relationship, 
open to rational undentanding, between 
being of the world and being good. (It must 
be added, however, that in the Marxist 
scheme, ethics is not the rational basis for 
the existence of laws of progress Rather, a 
complete ooirespondence of ethics and 
history is the result of histoncal development 
only Here history or, belter, the laws of 
hutory function as Ihe proxy for theology J 
It IS argued that the proletariat, such is the 
logic of Its structural placement, is destin 
ed to undo the present order and bring about 
a soaety that for all practical purposes 


equals the east’s metaphysics of the 'nirvana' 
The reference to the nirvana may be taken 
as more than a passing rhetorual flourish 
The philosophicid anthropology that guides 
Marx's vision of Ihe proletariat and com 
munisi society has a rathei unproblematic 
lineage with late 18th century ficrman 
philosophy (which, among m her things, har 
bouis a romantic vision of the rasti I m 
Schiller and other Oenr an romantic ihinkrr> 
of this period, ethics, politics, and 
economics form part of a general theory of 
the making of ‘man’ >a 'society' Hegd of 
fers Marx a way to establish *iaw like 
grounds to this general theme of ‘unfolding 
On this score, Marx is as close to 'schiller 
as he IS to Kegel Hr deploys the division 
of labour and classes as ai> exemplars oc 
casion to highlight human beings lac k of 
integral wholeness Hence, Ihe proleiariat 
becomes the epitome of fundamental scKiat 
fragmentations and polarities and also the 
reasoned hope of their transcendence '' 

III 

The histors ot this century, at both ends 
of Ihe political spectrum, however, has a 
diilerent story to tell In the west, with the 
enormous rise ol capitalist productivity and 
an accompanying liberalisation of reward 
systems, nothing today sounds more uncon 
vincing than the claim that workers have 
nothing to lose but iheii chains In fact, 
under the changed circuimtar'ves, ii is 
nothing beilei than theoretical obstinacy to 
pursue the hue iImI the proletariat—steadily 
shnnking in number and dnfting rightwards 
in ideology—IS the harbingei ol social 
change, the subject of voaal transformation 
So nurh foi the mdustnahsed west Itirning 
to the ‘socialist’ east, li the popular upnsings 
are any indication, the ills of these societies 
he tar deeper than contingent lapses ol th«r 
governing principles or cKcasional mis 
management ol their ‘captains of conscious 
ness' Be it in the erstwhile Soviet Union or 
the ‘eastern bloc*, the politics of big cause 
has nose-dived, along with those grand ex 
planatory pnnaples (bke class, patriarchy or 
the ‘planet’) which, like super-computers, are 
supposed to have instamatic answers (The 
same applies to other parts of the world as 
well For instance, in West Asia it takes the 
form of war against the perniaous effects 
of US imperialism while the problems of 
those societies compound) The grand 
theories, by viewing totality as a unifled, 
transparent entity, ignore a basic problem 
I e, totality, foi all that it is, represents no 
mote and no less than a slippery zone that 
constantly undermines itself by its sheer 
surplus of meaning, surplus of elements, 
relaiions and practices. Hence, Foucault’s at 
tempt to highlight the 'contingencies that 
make us what we are’ (1984 46], or Ins in¬ 
vestigations into Ihe contmuous, diffuse, 
local, ‘caiHllary’ character of disciplinary 
technologies This warranu a shift in focus 


from a dialectical withdrawal of ‘ordinary’ 
experiencx to an engagement in the institu¬ 
tional processes of political, economic or 
cultural calculations, assessments and deci¬ 
sions III other words a shill from mere 
critique ii> a ciiiique infoimcd by the ethos 
of pohtv Cotni Mercei frames the back¬ 
ground of this sh>f' 

lAo'h this professionalism and specialisation 
(IOCS a iieicvsarv recognition ol the sheer 
coinphx pluidhsm, densits and complexity 
ul stKial relaiions Ihe lecogniiiun that what 
we call sixirtv is not a iranspareni social 
stiuiiiirc wliere things and people can be 
unit rid and haimonised according lo the 
tini(i|>les ol Iar sighted doctrines or 
hi'ioiii al lesson leaching Iteple working in 
I hr ana of law social arid economic policy 
know ihis well (IWI 141 
In terms ol piaclicat politics, Ihe 
pluralism that Mrrcei points oul here of¬ 
fers two opposed possibilities It can be used 
to place petsems in a < olloidat dispersion that 
suspends the elenienis of oppositionality 
(the dominani model of Amoican political 
V irnct) II can also lx used lo recast ihote 
vers elements in such ways that underwrite 
and displace the liberal humanist agenda 
through practical strategic engagement in 
micro institutional pohiics Herr the wnttngs 
ol Foucault and Derrida can be utilised with 
profit particularly fui issue' like rejection 
of leprrsentation as mimesis, displacement 
ol the transpaient subject, and recognition 
of Ihe discursive charactci of meaning 
Political analysis is also to gain from con¬ 
cepts like that ot arcliaeology, genealogy and 
countermemory (Foucauli) as well as from 
reversal displacemeni opctalions (Derrida), 
logether, they call for a c hange in the whole 
mode ol doing politics from one based on 
a presumed formal geneiahly to one which 
IS contextual, flexible and open to a number 
of possibir applications (very much like the 
portfolio style of production of advanced in¬ 
dustrial capitalism) 

Along With ireasting the rrcaved cate¬ 
gories ol cultural politics, post Marxism 
aims al a proper cognisance of the real 
changes that the post war western state 
apparatus has undagone, and attempts to 
siluatr those changes at the level of theory. 
True, the univeisalistic foundations of law 
and moraliiy that have been instituted in 
western democracies arc neither complete 
nor without pioblems, nor are they a reflec¬ 
tion of the natural evolution of reason but 
the result of struggles However, it would be 
self'defeating on the jiart of the Left to 
Ignore Ihe fact that Ihe contemporary state 
offen space targe enough for policy-oriem- 
ed. critical inierventions Here Habermas' 
recent analysis deserve aitrniion 
Modern societies satisfy ilwir need of 
regulative capaatiet from three sources: 
money, power and tolidanty A radicat refor¬ 
mism IS no longer characlensed by the parti¬ 
cular key demands it might maka but mtiwr 
because ii aims lo focus on social ptocctia 
and demand a redistnbuiion of power; Ihe 
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totally inletruing force of sc^idority should 
' he in a potiiion lo suke its claim against the 
other social forces, money and administrative 
power, through a wide range of democratic 
forums and institutions |I990: 19]. 

Mercer points out ((991 j that an aesthetic 
idea of culture as opposition only managed 
'(0 replace the artist aus srlf-defining author 
by the idea of community as self-defining 
author. The stiecific target of his critique 
here is the voodoo enterprise {popular in the 
60s and the 70s) of creating eoncs of alter¬ 
native culture in the inner city quarters of 
western metropolises—a notion of revolu¬ 
tionary aestheticism that Bourdieu scathing¬ 
ly describes as ‘dreams of social flying, 
escaping the gravity of the social field'. The 
issue of alternative culture brings us direct¬ 
ly to the question of identity. Not one iden¬ 
tity but multiple identities; civic, community, 
ethnic, gender, etc. and within each identity, 
multiple shades, miscellaneous activities, 
alliances and oppositions. Here the left can 
ignore the logic of ciiirenship only with 
serious, damaging consequences; the various 
centres of its formation, of dissemination, 
of. persuasion—like education, ethics, 
leisure, festivals, music, media, etc. Post- 
marxism introduces a programme and a 
modus operwtdi rooted in social diversity— 
an expansiveness that can attract broad con¬ 
stituencies. The main point is not to get 
stuck in such a puerile polarity as purely op¬ 
positional vs strictly governmental, but to 
engage with ‘the dirty little problems’ of 
everyday micro institutional affairs in the 
public sphere Not the elimination of criti¬ 
que as such but the elimination of rcjec- 
tionist gestures, and also of the stance of 
'resislance' which has the unfortunate con¬ 
notation of politics of form of the high- 
Structuralism of the 70s, and which by and 
large subscribes to a purely confrontational 
and negative notion of power. Rather, criii 
que should mould itself in terms of strategic 
interventions and tactical apFrfications with 
a set of concrete practical and, hence Hexi 
ble policies, in keeping with the scope, 
resources and possibilities of a changing 
resdity. After all, if in the domain of culture 
it is not the rules but their social usages that 
matter, then critique can only be effective 
as, what Bourdieu calls, le sen's pratique. 

The inefficacy and vacuou.sness of the 
left's response—a generalised (and, hence, 
non-political) ‘no’ to war in the Gull 
crisis—is for Mercer a demoasiration of the 
need for democratic left political culture to 
effect a transition from the domain of criti¬ 
que to the field of pohey. The generalities 
and certainties of critique are tuned to the 
mechanisms and logics of long-term histo¬ 
rical and political analysis and can only res¬ 
pond to “the much shorter span and messier 
context of ‘political time’ ’’ (1991. 10) in a 
purist, morally righteous tone that helps to 
aggravate isolation. ’No blood for oil’ may 
be a clever .slogan but has precious little to 
offer by way of solution to the basic pro¬ 


blem—niimely, (his fossit fuel, no mMter 
how unfriendly to environment and how 
dirty, is also a vital resource in running 
households, industries and economies all 
over the world. Mercer comments: 

To make oil sound like a superfidai substance 
compared with the emotive qualities of blood 
IS about as meaningful as suggesting to 
remote Aboriginal communities that blood 
IS more imponani than water. Zappy little 
phrases which trip easily off the tongue on 
SI reel marches don't always translate into 
politically achievable objectives. In other 
words, great causes but few effects. Dirty 
little difficulties and policy conundrums get 
in the way of totalising theories and smart 
slogans [1991: 12). 

Mercer's point can be further illustrated 
by shifting the domain of our discussion 
from the Gulf war to the ensuing water war 
in north Africa. The Nile is historically the 
single most important source of water for 
cultivation in that region and. of late, 
Egypt’s power-house, its energy tapped by 
the Aswan dam. But the problem for Egypt 
is that the life-giving waters of the Nile run 
through eight other countries as well, each 
witnessing a demographic explosion and 
each as desperate as ihe others for an in¬ 
creased share of water to meet the growing 
demands on food. There are new problems 
on the hori/on as well like higher tempe¬ 
rature from global climate changes leading 
to more evaporation m that region, rising sea 
levels causing increa.se in salinity levels in the 
delta of the northern corner of the Nile and, 
thus, ultimately aflecting agricultural pro¬ 
ductivity, etc In a way, this is not merely the 
predicament of north Africa. Threats to 
water security exist all over llie world. Most 
major river systems arc shared by three or 
more countries while most countries of the 
world are engaged in a desperate bid to in- 
crea.se agricultural productivity. In 1967, 
Israel went lo war with Syria and Joidan as 
vital water supplies were threatened. Now in 
1991, with the work of the Anatolia dam 
nearing completion, Turkey is soon going to 
be in a position to control the waters of the 
Tigris and the Euphrates, reducing water- 
flow by 80 per cent in Iraq and by over 50 
per cent in Syria.’’ In such a desperate 
scenario of more people, more food, more 
power, the tradition of critique, its longue 
duree visions and moralistic gesture seems 
bereft of any efficaciiy. 

An emphasis on the need to critically 
engage in the state’s productive and avilismg 
role or to [Joint out the inefricat7 of old-style 
critique (based on a grand notion of cause) 
is. however, not a call to ignore the state’s 
links with capilaJisi relations of production. 
It is unacceptable agnosticism to hold that 
power has no basis other than the modalities 
of Its cxeivi.se. While advocating in political 
culture a lowered threshold of governmen¬ 
tal abuses, post-Marxist politics calls ailen- 
tion 10 the fact that ihcrc is no easy road 
to bringing the political ci(i/en and the 


economic dtizen CHI the same plwe wid also 
actively campaigns against the kind of para¬ 
noid politics which by aligning its dreams 
to some mega-model of social change, ap¬ 
prehends (and anticipates) that the capitalist 
state wilt ultimately throw off its mandate 
of civility and come out in its naked, ‘fascist’ 
reality. Such faith in the effects of time has 
receded. The emphasis is on the present and 
on the mobilisation of energy around the 
choice of Ihe best way of utilising conflicts 
to make society more dynamic Liberty is 
practice, as Foucault once said. Post- 
Marxism can neither rest assured by the 
structural logic of things nor wait for Ihe 
revolutionary hour lo arrive. Instead, it 
makes the existing laws and institutions the 
targets of its politics, and tries to (urn them 
around. Interested neither in an apocalyp¬ 
tic sense of doom nor in an effervescent faith 
in human nature and mass action, post- 
Marxist politics opts for a practical if 
precarioiK: option, knowing that there are 
not many options left in late 20th century 
advanced capitalist soaeties—an option that 
can perhaps be described as walking a tight¬ 
rope between the threat of a bureaucratised 
empiricism and an equally potent threat of 
becoming marginalised. Post-Marxism’s tac¬ 
tical engagement can be read as a response 
to that series of dislocations (hat Marxism 
has undergone in this century. We cite some 
of the moie important ones with regard to 
Marxism as the politics of critique. Firstly, 
from the Second International onwards, 
capitalism has transformed itself con¬ 
siderably while socialism has failed to live 
up to its promise—together, an unenviable 
prospect for Marxist politics in the west. 
Secondly, it is now clear that the politics of 
‘grand icfusal* (Marcuse) can only leave the 
dotJr open to a variety of reactionary force.s, 
and, in retrospect, seems the surest way to 
‘grand defeat’. Finally, there is the belated 
realisation that there cannot be any altei- 
native public sphere beyond, above and 
below ihe uffividl public sphere. 

The contextual, de-omologised praxis of 
post-Marxism is, however, not only a tactical 
response to post-war developments in the 
political, social and cultural fronts. It is in 
the same measure an acknowledgement of 
(and a simultaneous attempt to go beyond) 
the recent debates in the intellectual sphere 
centring what Bob Jessop (1990] calls ‘micro 
diversities and macro necessity*. In this 
regard, the projects of the later POulantzas 
[State, Power, Socialism] and Foucault of the 
70s repectively offer valuable suggestions. 
T'he comparison is especially interesting 
because while the two thinkers move close 
to each other, they also view the problematic 
negotiation of micro and macro levels of 
analysis from two opposed ends. Foucault 
in his middle career (i e, in the 1970s) 
establishes a positive dialogue with Marx¬ 
ism; conversely, the POulantzas of State, 
Power, Socialism rejects important tenets of 
Althusserian Marxism and incorporates 
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rcwcaiiiiian pcnpecuwa on gnwuogy 5ucn 
linea of coincidence nolwith&unding, their 
retpective diractiom are opposite. Foucault 
who begins his career foregrounding the in 
finitude of micro-powers, increasingly con¬ 
centrates on the need to examine how di< 
ferent micro powers are ‘invested, realigned 
and integrated' into globalising strategies of 
the state Resolutely anti reductionist, 
Foucault seeks to explain ‘relations among 
relations of forces’ through which a system 
of myriad articulations emerge ( onverse 
ly, Poulanuas, who imtially postulated class 
division of laboui as the primary expla 
natory principle of advanced capitalism, 
ultimately concedes that relations of power 
do not coincide (ompictely with class leia 
tions and can extend beyond cla^s relations 
as such 1 heir reversed journeys produced 
crucial advances and parallel dilemmas 
Apart from (heir eailv agieement regarding 
the intentional and non subieitive natun of 
power relations Poulantras enriches his 
understanding of conremporary scielies in 
Stale, Arwer, Smialism by paying iiilercM M 
the numerous phenomena of ineitia, dis 
placement and lesistaiue loucaull iii his 
turn, attributes (lowaids the middli of his 
careei) a new and privileged role to ihc slate 
as the point of sliategic ccxliticaiion ot the 
multitude of posvci relaiioris and ihc appa 
ratus in which scKiat hegerrony' n tor 
mulated Regarding then ,cspcxtive dilcm 
mas, Foucault <his emphasis on six ill 
surplus’ and disjiersion of micio powers rc 
maining intact) fans to picxluce any coiisis 
tent interpretation ol siruciuial domi 
nation" while for Houlant/as it takes the 
shape of a teleological restoration of the 
pnmaev of class analysts grounding analy 
SIS o* power striictuics, interests and 
resistance in relations of piuduction “ 
Cisven such outcome's of attempts to nego 
tiate the macro micro continuum, homespun 
wisdom in Marxist circles like ‘thinking 
globally, acting locally’ ^eems tat more com 
plex a business than one normally assumes 
Foucault’s hower/knovtledife abounds with 
traces of this problem Arguing that links 
among difteiem forms <<f power delineate 
general conditions of domination, loucauli 
writes 

this domination is organised into a more oi 
less coherent and unitary strategic form that 
dispersed, hricromorphous, lixalised pro 
cedures of powei are adapted rc infurced 
and transformed by these global strategies 
all being accompanied by numerous phemi 
mena of inertia, displacement, and resistanu 
(1980 142) 

Foucault’s dilemma is expressed in the use 
of two words here—adopted and accum 
panicd 1 he former indicates dissolution of 
‘ICKalised procedures of power m a unitary 
frame while the lattci grams a certain space 
to ‘numerous phenomena of inertia ’ that 
run parallel to the global scheme. Ffowever, 
Foucault's basic point that the mexfern sutc 
IS stfuctured around both an mdividualtsing 
and a touiising form of power offers a fresh 


point Ol oepanure tor contemporary politi¬ 
cal praxis Ibwards this end, he noted that 
“between the stratc^ which fixes, leprodu 
CCS, multiplies, and accentuates existing rrla 
lions of forces, and the class which thereby 
finds Itself in a ruling position, there is a 
reciprocal relation of production" [19K(> 
201] Post Marxism, thus, refuses to draw 
inspiration from the good old notion of the 
ushenng in of socialism (according to some 
grand scheme of history) and instead out 
lines the need for numerous struggles lo 
transform the state apparatus and vxiJ 
lelations towards socialist goals It also 
clearly emphasises the scope for human ei 
piession, freedom and action to achieve 
changes in personal and everyday life, and 
considers the idea ot the state as ‘speiial 
bodies of armed men, prisons, cu’ |Ieniii| 
as pt’biicafly dangerous tn contemporary 
capitalist societies, as Dick Howard |19gK| 
puts It, It IS democracy, not revolution, that 
IS revolutionary When one falls hai) on 
critique as a theoiv for revolution, or leaps 
lorward lo a dialrctua' resolution, one only 
forecloses the si opc ol Ihc political Ueino 
ciacv accepts ihe challenge of immanent 
histoncalily while the thecviics of resolution 
are, in dilfereni wass only different dev ices 
lo neglect the priseni by ludgtng il in terinv 
of iht Ictishcd (and Hcyeliaji) hope of a timt 
when the real will be laliunal and the ra 
tional will be teal 

It post Marxism advocates a ha/atdoiis 
course it is oiilv because il proceeds from 
the understanding that reality as a field 
without telos IS alwavs already hazardous 
Hciict, ihe disUxanons we cited above are 
btiiei taken as a theory’s historical fact 
rather than as symptoms ol its undoing This 
section commenced with highlighting ihc 
skewed consequences of Marxism’s enligh 
teriment liiieagr II concludes with what 
(cramsci has lo say aliout the positive role 
ol the eativ modem s'aic from the solitude 
of hi* fascist prison in Italy in the second 
decade of this cenrurs 
The bayonets ot Napoleons ainiics round 
Ibrir road aircadv smoothed by an itisisibir 
aiiny ot book, and pamphlets that had 
swarmed out of I'aiis from the first half of 
the I8ih century and had prrjiaied boih nitn 
and inslilunons for ihe neex-ssary renewal 
later aftei Ihr french events had welded a 
utiincd consciousness, a demonstration in 
i’aiis was enough to provoke similar disitit 
bances in Milan Vienna and the smaller ctn 
Ires All (his seem* natural and spontaneous 
lo superriciat observas yet it would he ui 
iom|>rchensible il we were not aware ol the 
cultural factors lhal helped to ciraic a suit 
ol mental preparedness for those cxplosioi., 
in (he name of what was seen as a common 
cause (1977 12) 

I\ 

today when the Soviet Union has gone 
info voluntary liquidation alter 74 years of 
existence, Marx’s triumphalist note on the 


strength ot capitalism comes oacit as an 
ironic lemindr. 

1 he bourgeoisie, i *' ihe rapid imptovemeni 
of all msiruments of pioduiiion, by ihe im 
menselv fauliuted means of cominuiucation, 
draws all even the most barbaiian nations 
iiHO c ivihsaiion In one word it creates 
a world after iis own image And as in 
rr.a ciial sev also in inieUertual pioduciion 
I he into Irclual creaiions of individual na 
non* become common properly IfAeOwn 
niunisi Maniinto] 

While II IS true that m i whole range of 
scHial fields liteiacv, health education, 
equal o|ipc>iluniis iheie is much lo learn 
from the sixiilisi histoiy of Ilie last seven 
dec ades as a principle of governmeiii socia 
lism simplv did not wotk On ihe othei side 
ot the spcctium the liberal idea.s of constilu 
lional dcniociacy and the market economy 
have ptts ailed as a niixli of scxial organisa 
tion and it tlir nioiiuni Uxik pariiculaily 
robust 

If coiiti Mijxirarv sex lai dc tnex racy leaves 
no space ojieti tut a polansatcon around a 
central contradiction, this should not be ntad 
by the Ic It as an exc a*iori tn get caught m 
the'necrology oi lea'on rather in a truly 
post mcxlrrn pint it should besomeengag 
ed in stiaiigic paiticipaiion in an incicas 
mgly pluraliscd social fabric Negl jxiintsoul 
thai all Ihc determiningcdicgoiI sol Maix 
ism have I dcmblc sliuclua' (hey designate 
the scniimeni gtaspable and discovetahle 
dimension ol tealits, thev alcii point beyond 
conditions reality has aiiaiiKcl (HIcKh's 
famous nut yet ) foil iwiiig Marxist epis 
tcmology in grasp and lo discover would 
also mem to actively participate Howevei, 
blind participation wiihoiii uiv conmiitment 
lo better possibilities is dcximed lo be 
rediic ed to nothing betiei than burrauc ratic 
social engineering I qiijlly an elitist obses 
Sion with the iioimaiivc dunensioii u( Maiv 
ism le«ds loculiural ixrssimism which is sell 
annihilaiiiig Ihc two ends arc not, however, 
mutually cvcivisise and itiliqiic aimed at 
policy me to put them on ciiic jilani In this 
context lairr Kas s analysis is in,(iuctivc 
the leti iw dial du end cd ilc ixisi wai 
boom III dll 197(1* wen id i< ilc new o|xii 
ing,aiid liilliiwing Hatvrma miuiiiiiccd (hi 
inininv Itgiiimatcuii * ii i Dili Iho laded 
III II III II II was dll II-w iijlii dial would 
lapitalia iin the cnsi lucili lo build new 
hlix* * ol iipimri and iiulI, what gams had 
been mull siiili asdic iisuiii ion of wcllarc 
jl'WK l(H| 

lit us hcic iiiiic mure gi i b,ick lo Maix s 
ciiebialect advcKi s foi making philosophy 
the vchii k of piasii In simple teims, what 
Mai X tries to argue is that while philosophy 
traditionaliv (the work of Kant and Hegel 
included) is direcicd toward a concept ol the 
cYimpleted world, Marxism conceives itself 
as a lever lor movement toward scxial eman- 
apatiun and a new scxitiy As we see it, 
^mancipaiion' as a theme can be a possi 
ble route to meiaiiarrattve but ‘movement’ 
IS not (In terms of our scheme, movement 
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here corresponds to Cnuntd’s 'war of posi¬ 
tion* and not so much to what he calls 'war 
of .movement^ e, to his concern for the 
traitsformation of civil society, and not for 
capturing state power.) Adorno reminds us 
that all thinking, including non-identity 
thinking, has a moment of identity, or what 
Spivak calls ‘minimal idealisation*. If history 
is at once memory and hope, past and future 
weaving into an open present, then as a scene 
of working through history'.s preferred mode 
can be neither nostalgia nor prolepsis. 
Rather, it calls for provisional and pragmatic 
identity points, strategic locations for critical 
participation. Here the history of the 
modem state’s civilising role becomes impor¬ 
tant. We tend to read Derrida's program¬ 
matic scepticism and respect for presence in 
this light only. Foi those Marxists who con¬ 
sider Derrida anathema for their ‘purpose’, 
the citing of Gramsci might help. Back in 
1920, Gramsci diagnosed the main weakness 
of the Italian working class movement in 
terms of its failure to organise revolutionary 
letitkxu into 'a concrete political system and 
a governmental programme'. Gramsci was 
arguing in the context of a fascist regime 
slowly taking over power. His diagnosis, 
however, has not tost its relevance for con¬ 
temporary societies, particularly of the third 
world which historically have been deprived 
of any extensive labour of civil codifleation. 
Deconstruction of necessity calls for con¬ 
struction. However, if the only work of con¬ 
struction that critique of colonial discourse 
is going to remain engaged with is the un¬ 
founding of the founded, then it is destin¬ 
ed to stay where it is at the moment: part 
of the first world theatre. In a way this is 
the principal oitgma of post-enlightenment 
thinking as weK. With the discounting of the 
grand theme of emancipation, the moment 
of emancipation can now be rescued. 
History is the arena of endless possibilities. 
It is wherever it is located. 

Notes 

1 Tiaditionai Marxism, to be sure, has always 
been an arch-contestant of ‘decentralisa¬ 
tion’ The concept, following the line of 
libertaritm leftism, came into vogue on both 
sides of the Channel in the 70s. In France, 
as is welt known, the convulsions surroun¬ 
ding the events of May 68 signalled the 
beginning of the decline of the PCF, whilst 
the 'politics of the street' saw the emergence 
of numerous marginal groups. These 
preached self-management, local coniiol 
and politics of personal transformation, 
spurred or; by a peculiar mix of western 
Marxism. Maoism and Lacanian psycho¬ 
analysts (see Karnooth 1986; Alt I987|. 

2 Part of the problem of reading Heidegger 
and especially Neitasche is understanding 
the particular enunciative stance of the text. 
Habermas |t987] flaitens out Neitasche’s 
"How. finally, the real world ^ame a 
fibie. The history of a mistake.” iriv/UgJif 
of tht /dofsi as “There is no mote truth” 


This helps him in bracketing NeiizMbe u 
an hinti-rationalist' while what Ncitzsche 
was actually suggesting was something pro¬ 
foundly different; the need for a new van¬ 
tage point for re-evaluating the history of 
tiuih in the west. Similarly, the sentence 
quoted in our text has been read by some 
scholars (Beilhara, for instance) as another 
gesture of the post-modern disavowal of 
truth, justice, universals, grounds, etc. 
Ncitzsche, however, here not only attempts 
to de-oniologise and relalivise such 
categories (much to the ire of the 
humanists), he is actually hinting at 
something much broader and pervasive— 
namely, the oppressive underside of 
historical enlightenment. One remembers 
here Foucault's succinct defence against the 
‘rationalists'. Foucault; 

If one places oneself on the level of pro¬ 
positions, on the 'inside' of a discourse, 
then the divide between truth and false is 
neither arbitrary nor modifiable, nor in¬ 
stitutional nor vioicni. But if one situates 
oneself at a different level, if one seeks to 
know what the nature wa.s (or, is) of the 
wilt to truth which has gone through so 
many centuries and shapes our will lo 
know, then what one sees taking shape is 
perhaps like a system of exclusion- 
institutional, modifiable, historical, con¬ 
straining system [I972|. 

3 Like any gerneralisation, ihe point about 
'total reason' is not free from a touch of the 
hyperbolic. Any close reading of Rousseau 
or Diderot, or Goethe or Voltaire should 
make it clear that these thinkers are not 
oblivious of the problems of ratiocination. 
Also; various enlightenment thinkers—like 
Diderot—are empirical and not duaiistic 
thinkers, while various philosophical tradi¬ 
tions contain some dualisms—one finds 
them in Plato, in Vhn and Yang, in the 
Bororo, in Ihe Aztecs. 

I acknowledge my debts to Petei Beilharz 
for this amendment. I. however, stand by 
my basic point that historical enlightenment 
attributes a certain innocence to rationality, 
whereby the powers of ratiotuility are eclips¬ 
ed by Its professed ideals. As a direct result 
of this occlusion, human beings are caught 
in a space of subjective interiority and are 
subject to a new grammar of control. We 
are taken hostage to 'the castle of our con¬ 
sciousness' iFoucault, 1973: 21). Not sur¬ 
prisingly, Kant uses (he notion of Mun- 
digken or maturity (translated as 
*auionomous self-responsibility’ in the con¬ 
text of Habermas) as the key explanatory 
term of enlighienmeni: it is consciousness 
that constitutes the subject and in terms of 
this constitution, the passage from pre¬ 
enlightenment to enlightenment is one of 
immaturity to maturity [Kant. 1977. 54). In 
the third critique, i e, the critique of prac¬ 
tical reason, Kant brings ihe vision of 
philosophy and the object of its vision to 
a neat equation, thanks to the operative 
notion of ‘holya He argues there that to 
have access to the caiegoricai imperatives, 
one has to be ’holy’: Purging oneself of 


one’s botSIy appetites and ineicty sodiri in¬ 
terests, one asc^s into Hh; diViire and at¬ 
tains *visiont—i e; sees clearly ihe eternal and 
unaitcrablc laws of reason. 

4 Perhaps it is of some worth remembering 
here that contrary to popular assumption, 
Althusser never actually 'uses’ Saussure or 
Levi-Sitauss for formulating his arguments. 
Commentators like Stuart Hall may be cor¬ 
rected on this score (see Hall, ‘Cultural 
Studies: IWo Paradigms’ in Bennett el al 
edited, 1981). 

5 Gramsci's stress on common sense may 
serve here as a corrective to Althusser’s 
inspiration: 

Common sense is not something rigid and 
immobile, but is continually transforming 
itself, enriching itself with scientific ideas 
and with philosophical opinions which 
have entered ordinary life. ’Common- 
sense’ is the folklore of philosophy, and 
is always half-way between folklore pro¬ 
perly speaking and the philosophy, science, 
and economics of the specialist (1977; 326). 

6 In his bid lo steer Marxist science cleat of 
any normative overtures, Althusser pri¬ 
vileges the episiemic to the point where his 
enterprise gets precariously close to the 
familiar bourgeois lend of ’cognitive 
autonomy’ of theory. Later, primarily 
responding to the criticism of lack of 
political responsibility, Althusser alters his 
position signiricamly making an unconvin¬ 
cing attempt to reformulate ‘Marxist 
science’ as 'class struggle in theory’ [1976], 
The notion of ‘class struggle’ remains, 
however, a mismatch in the Althusserian ter¬ 
rain since even in the later recounting 
the 'cardinal principle' of the old 
epistemological hierarchy is a clear 
presence: the distinction between science 
and ideology is one between what is and 
what is not cognitively satisfactory in 
thought and in the lived relationship to the 
world'(1976, 147-48). Against Althusser's 
emphasis on epistemological correctness as 
the key lo correct practice, we read 
Foucault's; 

In the Gulag one sees not the consequences 
of an unhappy mistake, but the effects of 
the ‘truest* theory in the political order. 
Those who sought to save themselves 
by slicking Marx's true beard on the 
false nose of Stalin were not enthused 
\Powtr/Kncwledge, quoted in Habermas 
1987- 44). 

7 Foucault’s argument can be further 
augmented by pointing out that the 
fragmented ‘subject-effects’ common 
among the French philosophers of desire 
may jus: be a cover for Ihe west as a sub¬ 
ject of knowledge For moreton this line 
see Spivak 'Can the Subaltern Speak?' 
]1987). 

8 Interestingly, Fbucauit’s whole project can 
in a way be seen as a response to this lack 
of Marx, making Foucault’s work a sup- 
plertientariiy of Marxism. It is in this sense 
only that I read Balibar's recent comment; 

(T)he whole of Faucault’s work can be 
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Mten in terms of ■ genuine ttruigle with 
Marx, and that this can be viewed tt one 
of the driving forces of his productive¬ 
ness— (Ih appears evident that for 
Ibucault, the struggle with Man never had 
an end just in itself and cannot be 
dissociated from other confrontations in 
which the role of Man is secondary or ter¬ 
tiary, or even primary. ... As he develops 
his own questioning, Foucault does not 
cease to ask Man questions which come 
from other philosophical and historical 
origins, just as he docs not cease to ask 
other interlocutors, or adversaries, ques¬ 
tions whose formulations depends on 
Marx [1992; 39]. 

Here it needs to be pointed out that the 
right/left divide among Hegelians is not as 
simple and unproblematic as it is at times 
made out to be. The ‘right’ Hegelians re¬ 
jected the pre-modern notion of 'corpora¬ 
tions’ in Hegel's undersunding of civil 
society and its relation to the political 
sphere In a similar vein, they demonstrated 
remarkable ‘progressive awareness in certain 
aspects of political sphere, defending such 
civil freedoms as that of the press. As a mat¬ 
ter of fact. F J Stahl, the arch-reactionary 
social theorist, campaigned as much against 
both wings of Hegelianism. II is only in the 
area of the philosophy of religion that the 
split between the two camps lakes distinct 
shape [sec Dicfc Howard, 1988). 

It might be of interest to note here that 
Marx’s idea 'to make philosophy worldly 
and to make the world philosophical’ wars 
suggested a decade earlier by the poet 
Heinrich Heine, arguing that Hegel’s iden- 
tiricatron of the rational and the actual was 
better taken as a charier to accomplish 
rather than an affirmation and reiteration 
of the established order. 

In a different context, Derrida hinted at the 
elitism of the critique in hts characteristic 
play of the terms ‘proper’ and ’property’— 
proper as self-present objectivity and ‘pro¬ 
perty’ as a veixion of the self-.same deter¬ 
mination. Derrida takes issue with Searie 
and Austin’s bid to impose a sanction on 
the frivolous on the ground that it unsettles 
the clarity and precision of philosophical 
statements. The first criterion of science, 
claim Searie and Austin, is that it should 
be ‘serious’. In his mock indulgent reply, 
Derrida points out that Searie and Austin 
can only define speech acts through ethico- 
political exclusions' in order to attribute a 
certain status of ‘standard* to ordinary 
language, they apply a protectionist policy 
that seals off a territory as ‘parasitic* 
discourse Derrida suggests that by privil^- 
ing the cleanliness of linguistic per¬ 
formance Austin and .Searie create a 
‘theoretical fiction' To prove a similar point. 
Bourdicu ales Proust’s struggles to push his 
‘dearest aesthetic impressions' ||98!>:48S| to 
their cruellest limits where the pleasures of 
‘lucid vision’ could co-exisi with the most 
luiid. Bourdicu argues that the most 
sublime and most sublimated tastes ro-lubit 
with the most 'impure' and 'coarse', and. 
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hence, the pure can only get constructed 
through an immense repression, a ‘delibente 
amnesia*. Citing Bourdieu in the midst of 
Derrida and German Critical theory marks 
a two-fold irony: first, here, the bun of 
Bourdieu’s critiqe is as a matter of fact 
targeted against none other than Derrida 
himself for the lalier's 'disavowal' of the 
non-philosophical, a contested but impor. 
tani point that wc take up in a forthcaining 
article (‘Deflating the Interior. Problem of 
interpretation m Cultural Studies’), second. 
Bourdieu’s attempt to link the pursuit of 
purity with 'deliberate amnesia’ lends a note 
of loaded irony in the German conlexl, 
since critical theory, esFXxrially of Adorno, 
privileges 'high aesthetics’ precisely lo ef¬ 
fect ihe opposite—namely, to remember the 
prescribed foigeiiing. 

(loi d detail'd aciounl on ihe Ssaile 
Auslin/Derrida debate, see Spivak |I9801. 
Spivak herself performs a classic ‘parasitic’ 
operation when she (1987) foices a leading 
of Marx's concepl-metaphor of money 
Ihiough Nitittche’s theory of language. 
After making the point that money conceals 
the heterogeneity of social relations ir¬ 
retrievably by ‘substituting the category of 
substitution for an exchange which is 
necessarily asymmetrical', Spivak makes a 
surprise move to show its uncanny (revers¬ 
ed) resemblances to Nietzsche’s analysis of 
the language of truth: 
two things can be pronounced equal, iden¬ 
tical. or substitutable by first, a making 
equal of different things, next, a forget¬ 
ting of that move, and, finally, a metalep- 
lically created memory that conceals this 
genealogy(1987,5yj. 

In such quick-footed shifting of attention 
from Marx’s analysis of money to Nietzsche’s 
expose of language's truth-claims, she not 
only tcxtualises Marx but also points towaid 
the ‘bcfoulmcnt of cleanliness (of theory) 
that texiualisation must perform. This she 
holds, IS textuaii-sation's moment of 'radical 
impropriety’, the moment when operations 
on the text go beyond the limits of the text.) 

12 Here Hansen allows her imagination to 
follow the mode of certain radical strands 
of American dfconstructive feminism. For 
instance, Naomi Schor. In her recent book. 
Reading in DeiaiHUew York, 1987), fschor 
experiments with a set of rather provocalivc 
figural connections: synecdoche - knob ^ 
clitoris = femininiiy (19) [see; Morion 
1991). 

13 For translation ol sections of Benjamin’s 
fiisxagen Week, see Buck-Morss[l983] and 
Rol!esion(I989). 

14 (.'ompaie this with Milan Kundeia'y descrip¬ 
tion of Gustav Husak, the then Oech com¬ 
munist president, as 'the presideni of 
forgetting’: 

Husak IS known as the Presideni of forget¬ 
ting, The'sadder the people are, the louder 
the speakers blare They are trying to make 
an occupied country forget the biiiertiess 
of history and devote alt its energv to ihr 
joy of everyday life. The history of music 
is mournful bui the idiocy of the guitar 


is mtTOl. When Karel Oott, the Czech pop 
sinjptr went abroad in 1972, Husak got 
scared. ... Karel Colt represents musk 
minus memory... fhe Presideni of forget¬ 
ting and the idiot of the guitai deserve one 
another. [TV interview; Channel 4 , UK). 

13 Much as in the lacanian chronicle of 
subject-formation, the ideal Marxist sub 
leci cxn '.ee il.sclf as a whole only by being 
placed elsewhere. In the lacanian account, 
for about the first year after its birth the 
inlani is noi simply ‘child’, but /e corps 
morvele—ihm is. the 'body in pieces’. It 
lacks a space and an image of its own from 
which to inmate a relation between itself as 
individuated organism and its reality. This 
lack IS overcome bv the advent of ilie mir¬ 
ror stage—a ‘startling’ spectacle Through 
the apparatus of the mirrni (or, vision) Ihe 
infant's body is returned lo it—unitary and 
localised in nmc and space— tor the first 
time and the infant takes itself tc be that 
image or body 

16 On Februai-y 10. 1991, Anustup. Ihe left- 
wing Bengali liierary lournat. and ihe 
Calcutta BiMiksellers Guild had jointly 
organised a discussion on ‘The Kecent Crisis 
of Marxism’ .ts part of Ihe ongoing 
seminars at i)ie Catcull<i Book Fair, The 
panel ol speakers was Uisiiiiguished. alt well 
known in their tcspeciiw: fields: Debiprosad 
Chattopadhyay (a philosopher), Amiya 
Bagchi (an economist) and A^.zui Haque 
(a Maoist writer) The Gulf War, it may be 
remembered, was only days away from 
being formal^ over The reaction of the city 
was predictable, the majority of the Hindu 
gentry could hardly conceal its euphoria 
that an Islamic state as mighiy and impor¬ 
tant as Iraq had to take the battering it look, 
while this was interpreted by the ruling Left 
Front government as a sign of the need to 
beef up the ‘secular character' of the city. 
The Calcutta left (at least those not caught 
between the two traditional affiliations of 
a controlled but pervasive Hinduism and a 
puffed up left ideology) was cicstfallen that 
another Vietnam was not horn on this oc¬ 
casion, a mood reflected among the au¬ 
dience of that evening To my amazement, 
all the three speakers were of the view that 
the real crisi.s belonged not to Marxism as 
such but to the US imperialism, now in its 
death-throes and, hence; desperate and in¬ 
sane enough lo pulverise a small country 
beyond all proportions. Regarding the ‘pre- 
scni difficulties’ of the Soviet Union, the 
principal responsibility was placed square¬ 
ly on the infamous workings of Ihe CIA, 
and Gorbachev’s role, his integrity and 
political allegiance was doubled with much 
repressed venom. To Chattopadhyay, no 
amount of conspiracy however could hall 
the ultiiTute triumph of Marxism and com¬ 
munism, if only Ihe US, now a wounded 
beast, did not use the Gulf War as an alibi 
to turn the whole world into “a lump of pro¬ 
tons’. BagrhTs optimism, however, was 
lainlcd by his acknowledgement of 'the 
enigma of the Soviet decline’ since ihe 
mtd-bOs. He had no suggestion, save 
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of Ibcqueviile more serioudy. Perhaps 
Haque made the most worthwhile point of 
that evening when he argued for an anti- 
establishment politics within the bounds of 
establishment. He did not allow himself 
enough time to elucidate on that score, 
preoccupied as he was with announcing the 
swelling ranks ot the left in western univer¬ 
sity campuses--a claim which is, unfor- 
lunately, tost not true. 

17 Information gathered from Carter Centre 
Documentary, ‘Rig Guns, Toxic Whales’, 
SBS Australia (September 1991 j. 

18 Pet haps in this dilemma lies the reason for 
Foucault's sharp turn to personal ethics 
towards the end of his career. 

19 For an excellent discussion on the relative 
merits of the works of Foucault and 
Poulanizas, see Bob Jessop’s State Theory 
|I990]. Jessop’s own attempt to go beyond 
both Poulantzas and Foucault by 
highlighting "the non-necessary cor¬ 
respondence among different elements 
whkb have been integrated into global pro 
jects and theteby transformed into relatively 
stable moments of a macro-social order" 
is not particularly convinang. Much as he 
might like to deny, Jessop’s Stale Theory 
(like his earlier works) is considerably under 
■he spell of Poulantzas. 
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DISCUSSION 


Subsidies in Higher Education 

Jandhyala B G Tilak 


GOVINDA RAO (1993) while replying to 
my criticism fl'ilak 1993a] on his paper 
|Rao 1992] avoided important questions 
raised by me, concentrated on trivial and 
non-controversial issues, side-tracked the 
main issues and in all tried to mislead the 
readers. I wish to argue with Rao in the 
columns of the Weekly, for the policy 
issues raised by R?o arc of crucial impor¬ 
tance for the whole economy and its 
future; the paper is authored by an 
established researcher(s), comes from a 
respectable academic institute, published 
in an esteemed journal, and above all, it 
was originally commissioned by the union 
finance minister for policy use Let me, 
however, briefly take up only the issues 
raised in the ‘reply’ by Rao. At the outset 
I may mention that I have raised four 
questions in my comment: (i) the relia¬ 
bility and relevance of the data source, and 
of the corresponding estimates on cost 
recovery in higher education, (ii) the base 
for ‘economic pricing’ of higher educa¬ 
tion, (iii) Rao’s wisdom on the policy 
prescription to raise the rale of cost 
recovery to 50 per cent, and (iv) its 
superiority over other measures. Rao's 
response to none of these questions is 
satisfactory: on question (i) he seems to 
feel that the accounts presented to the 
state legislature and audited by the com¬ 
ptroller and editor-general cannot but be 
right, and hence his estimates should also 
be right; on question (ii) Rao’s 'economic 
pricing’ means no more than ‘fixing 
proper fees’; on question (iii) Rao did not 
bother to discuss on the quantum of cost 
recovery, or the recovery rate; he only tried 
to argue the need for (increased) cost 
recovery, with which one may not have 
much disagreement; and he says little oh 
question (iv) but for passing quick 
judgments. 

As [ have mentioned earlier [Tilak 
1993a], i do not question Rao's (1992) 
whole analysis of budgetary subsidies in 
various sectors, and general aspects of 
public finance. But let me state that Rao 
(1993) has once again showed his inade 
quate knowledge of economic and financ¬ 
ing-theoretical as well as empirical- 
issues in education. 

Rao notes that “recovery rates in capita¬ 
tion fee colleges and other unaided private 
institutions are obviously quite high (over 
100 per cent). However, from this it would 
be highly misleading to conclude that 
recovery rates are equally high in public¬ 


ly provided education!’ I have not argued 
that recovery rales in publicly provided 
education is as high as those in private in¬ 
stitutions. I have clearlv shown that the 
recovery rale is around 16 per cent in 
(public) higher education in India 
(1982-83), but not 1.7 per cent as Rao 
(1992) (and also Rao and Mundle 1991, 
1992; Mundle and Rao 1991, 1992) have 
repeatedly reported. If is unfortunate that 
Rao refuses to look at the two detailed 
tables i have provided and my arguinent.s 
made in my comment, and tries to argue 
in the most unprofessional style. When a 
researcher is contested with a set of 
estimates, which are claimed to be more 
reliable and relevant, but which are 
altogether different from his/hers. one ex¬ 
pects the researcher to attempt at a critical 
look at the new set of estimates in com¬ 
parison with his/her own, including the 
relative relevance and reliability of data 
base. It is most regrettable that Rao flatly 
refuses to do it. 

By referring to rate of illiteracy (60 per 
cent in 1987-88, which is also possibly in¬ 
accurate given that the rate of literacy ac¬ 
cording to the 1991 Census was 52 per 
cent), and subsidy per student in primary 
versus higher education, Rao not only 
docs not argue any thing new, but more 
importantly side-tracks the main issue. 
The question is not whether subsidies in 
higher education should be reduced or 
not, but how much. And 1 have argued 
that Rao’s arbitrary proposition to reduce 
the subsidy by 50 per cent (increase the 
cost recovery rate to 50 per cent) is not 
based upon any knowledge of the inter¬ 
national research evidence on financing 
higher education [see Tilak 1992], nor is 
it based on any sound logic, in the absence 
of knowledge on externalities associated 
with higher education, and accepted 
‘quasi’ public good nature of higher 
education (sec Tilak 1993b). Rao simply 
overlooks this question. 

lb say that “in fact, I have «nly sug¬ 
gested reduction in the budgetary s’up- 
port’’ (p 892) is too indefensive an argu¬ 
ment to defend. Rao clearly argued for 
fixing ‘proper fees’ and increase in cost 
recovery rale to 50 per cent. Quite interes¬ 
tingly Mundle and Rao (1992, pp 242-43) 
argue rathei implicitly, but seem to feel 
hesitant to argue explicitly, for 100 per 
cent cost recovery. According to them, the 
total subsidy to the education sector as a 
whole was Rs 9,600 rrore in 1987-88, out 


of which primary education accounted for 
Rs 4,M) ctote. Then they observe that “in- 
troduction of proper user charges (at 
secondary and higher levels of education) 
could rai.se, at a conservative estimate over 
Rs 5.000 crorc annually, from this sector 
alone’’ (p 243). Does it not amount to 
argue for nearly 100 per cent cost recovery 
through user charges (and zero govern¬ 
ment subsidy) at secondary and higher 
education’) t!ven strung advocates of 
privatisation of education will not agree 
to such a proposal. 

The most important question of con- 
iroveisy is on the choice of the data base, 
and the relevant indicator on cost 
recovery 1 wish to argue that when the 
policy reform suggested refers to student 
fees. It is relatively more important to look 
at what the student pays, than what the 
government exchequer gets. The differ¬ 
ence between the two need to be probed 
inta as 1 have argued earlier (even though 
Rao (p 892) feels that it is ‘not essential' 
for him to reply on this issue); it may be 
due to genuine or ingenuine leakages in 
the system, for no fault of the student. 
While I would not mind if one suggested 
that both are important, to take an ex¬ 
treme stand, and for the sake of argument, 
I would not mind even rejecting budgetary 
receipts as irrelevant in this context, if 
reliable data are available on what the 
students pay, because we should be more 
concerned with the inddcncc of fee butden 
on the students, and their ability to pay 
more rather than the needs of the govern¬ 
ment, while proposing reforms in fees. 
Again this question does not bother Rao. 

About the definition of subsidy and 
recovery rale, I had already noted that 
some general clarification is provided in 
Rao and Mundle (1991), but 1 only wished 
that it was neces.sary to clarify the same 
in case of education specifically (p 245). 
Instead of using the reply to clarify ihi.s, 
he narrates in one full column, how sub¬ 
sidy was estimated in general in 85 sec¬ 
tors and sub-sectors, which he himself had 
noted that I had already taken note of. Yet 
he states that "without bothering to read 
the original paper. ." I complained or 
levelled charges against him. One expects 
Rao to state cleaily whether the subsidy 
and the recovery rate he used were the 
same a.s used in the literature on educa¬ 
tional finances. 

I have only argued that thcie are pro¬ 
blems in applying principles of economic 
pricing (market determined prices) to 
education, and in this context observed 
that marginal cost pricing has specific 
problems, even though Rao did not refer 
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jrtahwd about it; but Rao spends nearly 
half a column on this to state merely that 
he has not argued for marginal cost pric¬ 
ing, but for teonomic pricing’, and which 
peuis for him little different from Tixing 
proper fees’. I wish he had used the same 
space to comment upon what I have said 
on marginal cost pricing. 

While trying in vain to provide some ot- 
planation for the difference between the 
two data sources, viz, the education 
department (of the ministry of human 
resource development), and the state 
budgets, which is the source spring of the 
main problem, Rao (1993) is found not 
sufriciently well-informed. He states that 
"the expenditure and revenue figures 
published by the department of education 
cover all recognised educational institu¬ 
tions, including government instilutioas 
as well as private aided and unaided in¬ 
stitutions” including capitation fee col¬ 
leges and other private institutions 
(p 892). Kao may note that while in prin¬ 
ciple, private unaided institutions are ex¬ 
pected to be covered in the data of the 
department of education, in practice, rare¬ 
ly a sizeable number of such institutions 
provide data, that too reliable ones (par¬ 
ticularly since tKe beginning of the 1970$). 
Due to large non-response errors and 
unreliability of such data, there has also 
been a feeling that data on unaided in¬ 
stitutions should be separately published. 
This point has been repeatedly discussed 
by educational planners and admini¬ 
strators in the country, including in the 
most recent National ^minar on Educa¬ 
tional Statistics with emphasis on Finan¬ 
cial Statistics held at the National institute 
of Educational Planning and Administra¬ 
tion, New Delhi (February 1993). 

Further, Rao’s awareness of the litera 
ture on the problem seems to be limited. 
Neither in the original article [Rao 1992], 
nor in the other articles (including the rep¬ 
ly, Rao 1993; Rao and Mundle 1992; 
Mundle and Rao 1991,1992], even a single 
reference could be found on education, 
while voluminous literature is available on 
the subject, it should be noted that 
though the article(s) is not on education 
exclusively, it contains a good amount of 
discussion on education, particularly 
policy proposals. In fact, education is the 
only area where scctoi-specific reforms 
have been so clearly and quantitatively 
specified in these oapers. Further. Rao’s 
line of arguments is not in any way new. 
Laymen to serious researchers and plan¬ 
ners passionately argued on the same 
lines, for increase in fees. 

My main criticism is that most of the 
policy prescriptions relating to financing 
Education tend to be based on passionate 
and emotional arguments, but not on 


has to say that Rao had also to do the 
same I have discussed elsewhere in detail 
at least sonw methods of mobilising 
resources for higher education that are 
commonly being suggested, including 
uniform increase in fees versus discrimi¬ 
natory fee structure, student loans, 
graduate tax, and a few other forms of 
privatisation, and argued that discrimi¬ 
natory fee system might seem to be more 
sound, efficient and equitable compared 
to the other measures [Tilak 1993b; Tilak 
and Varghese 1991, 1992). For Rao these 
issues do not warrant any discussion, nor 
a reply. Without entering into any debate 
on these issues, Rao proposes (does not 
even discuss the pros and cons of), in 
isolation, uniform increase in recovery rate 
(fees) along with scholarships and loans 
to the poor (the last clause was added 
clearly only now in Rao 1993). In fact, 
Mundle and Rao (1991, p 1163) were more 
careful in making their proposal, when 
they argued for “charging higher user 
charges on those consumers having higher 
purchasing power”, meaning that fee in¬ 
creases need not be uniform on all, in 
which case, it meant that they argued m 
favour of some kind of discriiTiinaiory fee 
system, and my proposal was a more 
elaborate one on the same line. Rao (1992, 
1993) does not recognise this; and on the 
other hand, passes a Judgment that the 
measure suggested by me is not one of the 
better methods. In fact, it would have 
been valuable, had Rao marginally gone 
further on his argument that “consumers 
ought to pay a price... And at the same 
time, the poor should not be denied ac¬ 
cess to higher education, .. .and for that 
appropriate financing mechanisms will 
have to be found” (p 892), an argument 
that is being made by laynien as well as 
researchers ali ke. But alas, Rao refuses to 
proceed further. 

Rao observes that my comments are 
mere assertions, not bas^ on any logical 
reasoning! It needs no efforts to show that 
it is Rao, who based on some (not neces¬ 
sarily reliable nnd relevant) estimates on 
cost recovery, and without any knowledge 
and discussion on (a) the costs of higher 
education, (b) the socio-economic com¬ 
position of students in higher education, 
tc) the abilitie.s, particularly the differen¬ 
tial abilities of the .students to pay for 
higher education, (d) actual levels of ex¬ 
penditure incurred by students and their 
parents on higher education, and (e) avail¬ 
able alternative methods of financing 
higher education, knowledge on all of 
which is absolutely es.sential to make any 
sound policy suggestions of the kind 
made, makes off-the-hat suggestions on 
the extent of cost to be recover^ from the 
students. 
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The Sirdar Sarovar 
Project IS a Multi 
state. Multi pur 
pose development 
project bringing 
the benefits of 
irrigation, power 
& drinking water 
to the states of 
Gujarat Madhya 
Pradesh Maha 
rashtra & Rajas 
than In fiujarat, 
75% of the Com¬ 
mand area is 
drought prone It 
entails the c reation 


A scheme of conjunctive use of ground watei 
with surface water has been integrated into 
the plan augmented b) drainage s)stems 
Ihis will present problems of waterlogging 
and salinity 

Numerous studies have been earned out 
to assess the impact on the I lora and laiina in 
the area b> independent organisations 

A t omprehensive plan has N'en draw n uji for 
environmental protection and cnruhinent 
which includes 

★ Planting of 100 tre*cs tor (ver> me 
submerged 

★ C atchment treatment in forest areas 


of a huge man 
made lake which 
will also have 
considerable im 
pact on the c'o 
system 

The Project team 
has evolved strate 
gies and taken 
stejjs to minimise 
the adverse effects 
on the env iron 
ment like loss 
due to suhmc r 
gence of forests 
etc 


it ( ompensatory afforestation in catchment 
area and along the canals 

I he SSP waters will revive the migration 
of birds at Nal Sarovar and also have 
beneficial effect on the other sanctuaries 
in the state including Dhukhmal Sloth 
Bear Sanctuarv Wild Ass Sanctuary in 
Kutch and the RIai k Buck Sanctuary at 
\elavadar 

Mie Sardar Sarovar Project will create 
more than it will destniy It will given the en 
tire rc'gion, bring back the birds 8c animals 
and lead to a better environment physically 
and economically It will iishe r in an era of 
prosperity and be^tter quality of life 
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The discursive potser of Hindu toinmun.ilism dtus not spring! 4s tiiiicli 
iroin single texts or even a ihaiii of thcin .p (tom Iht swiit itt iiion 
of a popular nelwuLol certain tropes then > stiiiLtiiics md 
apprehensions, at the hcail ol which functions a nipk iiiohilt tropt 
to provide the ncccsstry ideological oiieniaiiuii Tins rnotliitis i 
formation ot immense potency and ama/ing llesihiiiiy lot, n ..oils'tnilv 
u^relcs new meanings, whole tradn ons to iis< It producing Iroin its 
ormative moment . web of thought that ranges Ironi .tmoisprs 
o/ia(istical and sociological analyst* l.tOT 

Gompeliliveness R€*\isil«*d 

The advocates of the structural reloim* th>ii air hnng n tiodiiced in the 
Indian economy base brought the question ol compitiiiMius to tin 
centre of the disiu>sion A critical examination ol the theoit tea' 
content of the concept of compctitisencss howcvti bung out tint it 
has a very deceptive appearance and as a itsuli n easily misundtistood 
Hidden under its apparent simplicitv there aic many complex \ uiis 
and failure to recognise and take into account ihcsr* complexities mas 
result in the wrong kind of globalisation ot the couiiiry s ccruiomy 
fiivcn the siiuctural chaiacteiistus tsf a typical Its, dtvelopul tcoiionn 
It IS essential that the idea of competitiveness i*. giaspcd in its lull 
complexity before an appropiiate reform package is prc'inicd 
Unlortunafely, there arc reasons to suspect that this awarencs is 
particularly absent among our picsen' economic pulicv maket ti76 


1.4‘ssons of INLM 

Both the euphoric claims of the 
success of the national tiicracv 
programme and ihr misgivings 
voiced by cnlics (|»rstioning these 
claims require serious investigaiion 
The goveinment s decision to 
appoint a committee of experts lo 
csaluaie the programme ■' Ihercforr 
to he welcomed though it is lo 
be hoped that the i omrnittee will 
also confront some ol the larger 
questions that have been raised 
b> the National I iieracy Mission 
experimeni in ihe lasi iwo 
years 1274 

S«*<*ds and Palenlh 

I he commerce minister has sought 
lo assure the country lhal the 
government would not accept 
patenting of seeds, bui the sw 
generis system ot protection that 

II has accepted is litlle belter and 
will severeW restnil the lights 

of farmers and breedeis in ihc 
country with grave consequences 
for self reliant growth in 
agriculture 1280 

Importance of Equality 

Equality has always depended on the 
stage of social development At the 
present moment in India it need not 
prescribe an utopian equality 
between university professors and 
primary school teachers but onij 
equal availability of dnnking waiei, 
medicine, educational opponunities 
and certain elements ol social 
justice 1330 


Health Ean* 

Ihc issur of equality ol access t, 
health can has two related .isptcls 
access toi whom and aids to whit 
While public policy has tended lo 
icmove suine uf ihc im|>oiiaiii 
barrieis in aiccss tu health care il 
has had lo lace mon .iculcly the 
question accc<s lo wha' 1291 

Task for the Left 

The tell iii Bihar laces an uphill task 
in ihaniiclling the lowly growing 
disconicnt nf Ihe mas,cs wiih Ihc 
laloo Piasad leginu along i 
progressive and dcmotiaiic 
direciion |j;i| 

Reshapin/yr Racism 

Over Ihe past lew seats images ol 
Muslim* have aequue*d an imjHMtini 
place within the racisi discourse ol 
Ihc Biiiish establishment refltciiiig 
a new element within ihi racism 
iaced bv Britain y Asian 
communities liSR 


New (Company 


The Arabs alter Asisdhva hale ii* 
we thciefnie hale the Aiahs and 
cross over to the Israelis The lalui 
however go tailing on the Bharatiya 
Janaia Party The Israelis have 
deelaied then abhorrence ol 
lerrniism and fundamenialism and 
endorsed all the way our stand 
on Kashmir bui you never know 
they may go even further and 
endorse the BJP proposition 
on Article 370 too 1271 



LETTERS TO EDITOR 


Pressures on Film 
Industry 

Wl are distressed about the pressures 
being mounted on the film industry by 
communal parties and organisations ^Ve 
are particularly anxious that this will 
threaten institutional procedures for 
monitonng the content of films and create 
a system of private censorship, deriving 
Its clout from the brute capacity for streci 
violence against all citizens This is clear 
ly an incipient fascist attempt to legislate 
the nature of the images which will repre 
sent our society 

The Bombay film industry has over the 
decades of us existence been plural in its 
lecruitmcnt and composition, and has 
usually been hybrid in its language, musis 
and cultural leferences though often not 
so in Its dominant themes The present at 
tempt, howeva, to suppress this hybndity. 
IS not based on any appraisal of Bombay 
cinema but constitutes an attempt to con 
trol the most powerful existing popular 
medium We fear that this may also be an 
attempt to communalise the film industry 
with the help of methods being used 
against other industries in Bombay in the 
last four months 

Central to the agenda of communal 
groups has been a ‘code of conduct It is 
remarkable that organisations and parties 
which have consistently broken all laws 
and ccxies of conduct in acts of violence, 
especially against women as in Surat, 
should have the temerity to represent 
theipselves as upholders of social inorali 
ty rheir strictures against ‘underclad' 
women on screen echo the repressise, anti 
women dimensions of fundamentalist 
movements everywhere Further they take 
recourse to the cliched rationalisations of 
male violence as is evident in Shatrughan 
Sinha’s remark that “a man can’t help 
reacting on seeing” a representation ol an 
underclad woman ‘and ac ting upon it 
(Sunday Observer interview May 16) 
Unlike these groups feminists have long 
campaigned against the representation of 
women as sexual objects but as part of a 
wider agenda for social change which will 
free women from patriarchal resiiictions 

Clearly communal organisations are 
not concerned about the betterment of 
women Just as they are not concerned with 
improving social relations as a whole I or 
instance, their insistence that no temple 
can be shown as a venue of criminal ac 
tivity IS a red herring It displaces atten 
tion from the fact that a numbe of 
religious institutions have been misused as 
sites of communal propaganda and incite 
ment to violence in the past decade, and 
temples are no exception 


The government is not making a senous 
attempt to prevent either censorship of 
hoardings and films or coercion of indivi 
duals and Him organisations We strongly 
urge like minded citieens to condemn such 
communal pressure and urge the govern 
ment to fulfil its responsibilities 

Ravi Vavudevan (jeeta Kapur Kumkum 
Sangan Shikha Sen Riiu Mcnon Pankaj 
Buralia Uma C hakravarti /oya Hasan 
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Rajeev Hhaigiva (lautatn Navlaklii Neeraj 
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(luha Rckhd Basu KamalChinuy Amu 
Kumar Gupta Prabhu Mohapaira 
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Hamted Sumil Ciuha Shakii Kak S P 
Scih Athm Vinaik 

New Delhi 

Role of Civil Liberties 
Groups 

K G Kannabiran’s commentary on the 
Koyyuru kidnap (March 20-27) brilliantly 
analyses the state character and so called 
progressive bureaucrats role in the esta 
blishment In conclusion he has raised 
pertinent questions what should be civil 
liberties organisations’ relations with the 
radical and demociatic movements'* Should 
It play a transforming role'* or confine 
itself to maintain a crime audit of the 
state** 

In releasing Ranadeva, the AP govern 
ment acted as if it has stuck to the lule 
of law in the past It moved bail petitions 
m Warangal and Nagpiii courts and put 
the entire state under a fear psychosis for 
nearly three weeks to demoralise the 
outlawed PW(i 

The same party under the Channa 
Reddy regime had withdrawn as many as 


2,400 cases relating to the arson and 
violence that look place in the wake of 
murder of Congress(I) MLA V Mohan 
Ranga Rao in December 1988 Violence 
erupted after the assassination of Rajiv 
Gandhi and the cases filed against the 
mafia were also withdrawn by the noto 
nouv chief mmister Janardhana Reddy In 
the same way the present C M K Vijaya 
bhaskar Reddy withdrew cases relating to 
the killings oiganised to dethrone Channa 
Reddy by the then dissident group led by 
Janardhana Reddy and V S Raiasekhar 
Reddy 

This sort of ‘administration’ not only 
leads to the breakdown of the autonomy 
of the police in criminal investigation and 
subverts the judicial process but also, the 
criminal turned politicians gam social 
'esprt t ibiliiy Simultaneously, it en 
courages the dangerous nexus between 
and among criminals, politicians, bureau 
cTats and the police This is what happen 
ed in the case of the late IGP Vyas, who 
was accused in the timber smuggling case 
and the late H K Babu, an I AS officer 
who accumulated illegal propeity (and 
w ives) and, of course, justice Ramaswamy 
These are the ‘types’ our ’democratic’ in 
stilutions have produced 

In a statement recently issued to the 
press from Kariniriagar, Balagopal stated 
among other things that revolutionary 
parlies had distributed five lakh acres of 
land within the span of 20 vears, wheteas 
the government has distributed only 
75,000 acres to the girijans through the 
Land Iribunal While these are the 
visible ground realities one cannot stick 
to the strict legal perspective or maintain 
only a crime audit of (he slate Certainly, 
one day or the other we should join hands 
with the forces that light against ihcogre 
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End of the Road? 


D ANGbR signals loi ihc rcpublis are being hcraldcf) 
not simply by dcveiopmcnts involving the persona of 
the prime minister (lOing bv the evidente.the chief ckviion 
commissioner is also energetically at work to ensure that this 
republic comes to a speedy surcease. Despite vicissitudes, the 
survival of the country as a parliamentary democracy 
depends on the people being able to regulaiiy elect then 
lepresentatives to the legislative bodies as per the directives 
of the Const ttution Under Article 324 of the C'onstitution, 
the conduct of elections to pailiament and state legislatures 
as well as to the offices of president and vice-president is 
vested in the election commission The election commission 
IS charged with the responsibility to organise and supervise 
these elections In case the commission fails to arrange ioi 
any of the elections according to schedule, obviously there 
IS, to that extent, a failuie of the constitutional process and 
therefore a failure of the system 
This IS precisely what has actually happened with respect 
to one of the states constituting the Union of India Under 
the Representation of the Peoples Act, each state must have 
a chief electoral officer to preside over the elections in the 
state under the overall guidance of the chief election com¬ 
missioner. The latter selects the chief electoral officer in con 
sultation with the state administration, there is a further 
stipulation that the person selected has to be an officer of 
the state government concerned l^st January, the officer 
holding the position in West Bengal had to undergo surgery 
in order to have her gall bladder removed; since she was con¬ 
currently the state’s health secretary, she applied for leave 
to the state government The leave was granted, and she ad 
iouined to the operation table. The chief election commis 
sioner reportedly took umbrage because she did not seek 
leave from Arm. The chief electoral officer was peremptori¬ 
ly removed from her post What has since ensued is both 
comic opera and absurd drama. The state government, ac 
cording to its claim, has been submitting, one after another, 
names for the consideration of the chief election commis¬ 
sioner for possible appointment to the vacant slot; the chief 
election commissioner, on one ground or another, has been 
■ejecting the names. The controversy was initially triggered 
off by a disputation over the state government’s view that 
the chief electoral officer could work part-time, combining 
the office with the performance of concurrent other official 
responsibilities in the state. The chief election commissioner 
demurred, and insisted on a full-time officer. The govern¬ 
ment of V^t Bengal finally relented on the point, but mean¬ 
while the chief election commissionei, who enjoys a reputa 
tion of easy irascibility, has decided to widen the field of 
battle. Ill the case of all states, he has ordained, the chief 
electoral officer, along with other employees o( the state 


pDveinineni on dcpiii.iiion !<* 'I>i i Ici non ioiiiniis>.ioii, must 
be under (he ldtiei'> total jiiri dniion should aii> ol these 
employees be found lennss in his oi hti fiiru iioniiifi while 
with the commission, the laiii i iiiust have the pierc<gative 
to punish him or her Not ius( the guveinment ot West 
Bengal, a numhei of othei state ('ove.iiiiients too, besides 
ihc union government itself, aic L\|H'r>cmmg difliciilty in 
accepting this view As a lesult, (he fat i* on the fue lilt 
a» long as the government of West Bengal does not aid pt 
m full his point of vic'w m the matter, the chief elec (ion com 
missioner is determined not to appoint a chief eleitora' ot 
ficer for the stale While elections and by elections aie being 
held elsewhere in the coimiiy, Ihcse are thcrclore in afievance 
in West Bengal Thiec by elections are {lending fur the state 
assembly for nearly a year, what is much more impuMant, 
SIX out of the 16 seats allotted to W'est Bengal in the Raiva 
Sabha are currently lying vacant and aie likely lo remain so 
when parliament convenes for its monsoon session 
As far as precedence goes, the (. onstitution actually ranks 
(he Rajya Sabha ahead of the Ixik Sabha I hat apart, Ihc 
Rajya ^bha, as its very nomenclature suggests, was comeivid 
of as the chamber where problems specifu allv related to the 
states are to receive priority m discussions If, whether 
because of the whims of the chiel election < onimissioncr or 
because of other factors, a state is presented fioiii electing 
representatives to the Rajya Sabha to the extent of 40 per 
cent of Its total representation, at least some people helong- 
ing to that state might legitimately begin to think that they 
are being pushed out of the Union ol India That thought 
could lead lo far-reaching consequences In effect, theiefoic, 
(he chief election commissioner’s intransigence is almost tan 
(amount to de-stabilisation of the polity, something which 
IS the ruling party's patliciilar bugbear 
It IS a most unusual situation, where the chMioii commis 
Sion instead of holding elections is holding them up ('urn 
ments on aspects of the imbioglio, which has now reached 
the courts, have been diverse and wide ranging One extreme 
suggestion is to impeach the chief election commissionei on 
account of his intransigence, since impcachmeni is the only 
procedure the Constitution has piovided fui his icniovaf As 
the V Ramaswamy affair has however so conviiiwiiigiy 
demonstrated, that kind of action is more easily proposed 
than implemented. Another proposed way out is to amend 
(he Constitution so as to rendei the duel election commis 
sioner altogether powerless to create situations in future of 
the kind he has at present created No constitutional amend¬ 
ment IS in fact necessary for the purpose, Atiicle 324 has 
already provision for making the election commission a 
multi-member body, all the union government has to do is 
to appoint two or three additional election commissioners 
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s6 as to cramp the peremptory uyle of 
functioning of the incumbent chief elec¬ 
tion commissioner According to reports, 
the prime minister is extremely reluctant 
to have to resort to this easy procedure He 
evidently does not want to offend an of- 
Icial who has rendered signal service to 
the ruling party and might continue to do 
so dunng the lemaining part of his tenure 
There is also the absurd - - but not neces¬ 
sarily unbelievable- story that since the 
present chief election commissioner was 
appointed on the recommendation of 
Raiiv Gandhi, to do anything which 
rouses his ire would cause oficnee to the 
lady ensconced at a certain Jan Path 
address 

The suspension of the electoral process 
in West l^ngal has, at the same time, 
created a predicament for the ruling par 
ty It was hoping to elect the commerce 
minister, at the moment without a seal in 
parliament, to one of the six seats current 
ly lying vacant from that state If elections 
for those slots are not to be held lor 
some more while and the minister stays 
unelected, he ceases to be a minister by 
the middle of July Desperate situations 
call for desperate remedies IVvo extraor 
dinary proposals have now emanated 
from ruling party circles First, the 
minister should be nominated to the Rajya 
Sabha under sub-clause (b) of clause (I) 
of Article 80 There is a problem here too 
though Members nominated to the Rajya 
Sabha. the same at tide sutes categorical 
ly, shall consist of persons having “speaal 
knowledge or practical experience” in 
respect of literature, saenoe, art tnd soaal 
service While a digniury of the ruling 
party may ipso facto claim to have exper 
tise tn social service, issues of both pro¬ 
priety and precedents might rear their 
head no person, nominated to the Rajya 
Sabha under this provision, was in the 
past ever chosen as minister, the only oc 
casion when a minister was appoint^ by 
the president from amongst nominated 
members, the person concerned imme¬ 
diately resigned his nominated member 
ship, and preferred to oe elected to parlia 
ment through other means 

The other proposal mooted to ensure 
the tenure of the minister has even more 
far-reaching implications Other things re 
maining the same, the commerce minister 
would of course cease to be so on a given 
date in July since the Constitution says 
that one can continue to be a minister 
without being a member of parliament 
only for a period of six months and that 
penod would be over on that date It has 
nonetheless been suggested, apparently 
with a straight face, that he could be ra- 
appointed as minister the very next day 
and thereby continue for another six 
morrths without being elected to parlia 
tion frorquence could be stretched in 
religKHis mil the cows come home. Fhis 
sites of comis remaining minister with- 
ment to viol 
temples are 


out ever bcii^ dtxted to parliament 
Parliamentary democracy thus promises 
to come to a cheerful finale ih the country 

THE ECONOMY 

Claiming Too Much 

THE government has taken to issuing 
hand-outs on the state of the economy, 
generally patting itself on the back These 
official reviews have been very selective 
with regard to the data pul out and the 
aspects of the economy cosered Even 
from the government’s point of view, it 
may be asked, what purpose is served by 
thus creating exaggerated popular 
expectations'' 

The latest such review expectedly 
makes much of the fall in ihe inflation 
rate, the narrowing of the fiscal deficit 
and Ihe stabilisation of the balance oi 
payments situation It is claimed that as 
a result of the tight monetary policy and 
the fiscal correction bringing down the 
fiscal deficit to 4 7 pci cent of GDI' in 
1993 9J, the rate of inflation ineaciired by 
the wholesale price index, which had 
reached a peak of nearly 17 per cent in 
August 1991, had declined to around 6 
per cent, with the decline bang panic iilar 
ly marked in primary articles including 
foodgrains This is not being altogeilici 
honest about the facts or about the fai 
tors responsible for inflation control In 
the first place, much the larger part ol the 
reason for tiK deceleration in the infli 
non rate lies in the break of inflationary 
expectations following the good agriciil 
tural output in 1992-93 and again this 
year Secondly, the claim of tight monc 
tary control has long ceased to be valid 
There has in fact been a signiticani 
relaxation of monetary measures - quite 
correctly—and inflation docs not seem lo 
be linked to them cither way Apart Irom 
the three-step reduction in the minimum 
lending rate from 19 per cent to 16 ikt 
cent in the spate of less than three 
quarters of a year, the banks’ cash resets s 
ratio (C RR) Ita, been reduced a pan of 
financial >ettor reform No 'mra,.i of 
monetary restraint is discern it le in ans ol 
the monetary variables Net RUI Litdii to 
the centre, the monetised cleficii of the 
central government, had reached 
Rs 13,661 trote as on June 4, 1993 a 
lesci over SO per cent higher than it was 
a year ago (Rs 8,933 crore) Besides, 
within a period of two months (April 
May 1993), M, growth has been as muc h 
as Rs 17,985 crore (or 5 pei cent) as 
against the policy goal ol containing an 
nual monetary expansion to 12 per cent 
in 1993-94 True, the expansion of 
Rs 19,204 crore (6 1 per cent) in the com 
parable pencxi of April Mas 1992 had 
been higher, but that was due to some ex 
ogenous fariors I inally, the govcrnr.ient 
cannot really claim credit fur reducing the 
inflation rate from 17 per cent to 6 per 


cent, for the 17 per cent rate was caused 
by the government’s own two-step devalu¬ 
ation of the rupee in July 1991 The in¬ 
flation tate was about 12 per cent when 
the Narasimha Rao government took over 
in lune 1991, it was still 13 6 per cent 
after nine months at the end of March 
1992 The inflationary pressures were 
really contained only after the prospects 
of a good agricultural crop in 1992 93 
became known The fiscal compression 
no doubt played some role, but its con- 
tr’bulion was more to creating reces¬ 
sionary conditions in industry than to 
containing inflation Over the past one 
year, while primary articles’ prices have 
increased by 2 per cent, the prices ol 
manufactured products have risen by 6 7 
per cent With Ihe cost plus pricing policy 
generally adopted by Indian industry, 
manufacturing puces have been stubborn 
m mans cases even after the radical 
reduction oi excise duties in the 1993 94 
budget 

The claim that the forngn exchange 
reserves have been siabihsed at $ 6 67 
billion IS similarly factually flawed 
f oreign c urrcncy assets including SDRs 
which had crossed $ / billion as on Apii' 
30, this year have since fallen lo S 6 3 
billion I his IS despite import levels has 
ing been sluggish hocause ol the recession 
in industry If iinpoits of petroleum pro 
ducts and general imports now start to 
grow at a faster rate as they are likely lo, 
ihc pressure on leircign exchange reserves 
will moiinl emet again in Ihc coming 
rnonihs 

Ihcic lie 1 nutiiber ol aspects of the 
economic Miuaiion about which the 
getvernnitni s icvicws should have been 
more foiihconiing Apail Irom Ihe severe 
recession in indusit v on which the govern 
nient sictns quite clueless, even the of 
ill lal icsponse to the currently abiindan' 
stcKks ol foodgrains with the public agen 
cies because of the large procurement ol 
rivC and v heat ha< been notably unimagi 
native with iht focus on possibilities of 
export though there exists much scope 
for generating crniploymeiit as well as build 
ing capital assets in rural areas through 
food bastd eniplo/mcni programmes 

I inally, all official reviews of the 
economic scene are silent on employment 
The reason is, of course, that all indi¬ 
cations arc that non firm employment 
growth has been minimal During the 
1980s, manufacturing enterprises in the 
public sector were the only part of the 
organised sector where some additional 
employment was being generated But 
more recent data for 203 central govern 
ment rnterpnses now reveal that there was 
an absolute decline in the number of 
employees from 18 93 lakh at Ihe end of 
Maich 1990 to 18 87 lakh at the end of 
March 1991 and further to 18 4S lakh at 
Ihe end ol March 1992 Statistics from 
employment exchanges also point to a 
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IW hnpbvkM ^tlvinthe tm- 
nm sector. Tlw nwnbCT of applicants on 
the live registers of employment exchan¬ 
ges reach^ 36.76 million at the end of 
December 1992, an increase of 1.3 per 
cent over the level (36.3 million) a year 
ago. This is despite the fact that with the 
reduced ability of the employment ex¬ 
changes to secure placements, the number 
of fresh registrations is not growing as 
fast as in the past. There has occurred a 
steady decline in number of vacancies 
notified by the employment exchanges. In 
1992 such notifications numbered 4.21 
lakh as against 4.60 lakh in 1991, a fall 
of 8.S per cent; the peak level of vacan¬ 
cies notified was S.99 lakh in 1989 which 
fell to 4.90 lakh in 1990 and 4.60 lakh in 
1991. Similarly, the number of place¬ 
ments effected through the exchanges has 
been falling steadily; it was 2.S4 lakh in 
1991 which fell to 2.4 lakh in 1992; the 
number of placements had already declin¬ 
ed from 2.89 lakh in 1989 to 2.66 lakh 
in 1990. 


GOLD BONDS 

To What Purpose? 

THE gold bonds scheme, which has been 
on tap for three months from March I.S 
to June 14, has, it is claimed, more than 
fulfilled the government’s expectations. 
The government had expected subscrip¬ 
tions of only 7.2 tonnes of gold valued at 
about Rs 300 crore, whereas the .scheme 
has actually netted as much as 40.89 ton¬ 
nes worth Rs 1,631 crore. Further, when 
the government had launched similar 
schemes in 1962, 1977 and 1980, it had 
been able to collect only 13 tonnes, 16.3 
tonnes and 6.1 tonnes, respectively. These 
claims, howeicr, need to be taken with a 
pinch of salt for a variety of reasons. 

First, the gdd bond scheme is, and has 
always been, meant for large unaccounted 
money and asset holders whose command 
over resources has expanded tremendously 
in recent years. As a proportion of gross 
domestic product or as a percentage of 
household financial and physical assets, 
the hidden incomes and assets of the rich 
would have increased many-fold since the 
mid-60s or the mid-70s. The gold bonds 
scheme 1993 was especially generous in 
terms of tax benefits: total exemption 
from capital gains, wealth and gift taxes; 
interest income free of income tax; and, 
above all, complete immunity under all 
tax laws to the subscriber against dis¬ 
closure of the source of acquisition of the 
gold. All studies of unaccounted income 
in the country have concluded that if such 
income had constituted 25 per cent of 
GDP in the mid-6ns. it would now have 
aossed SO per cent of GDP (to put it in 
terms of broad magnitudes). The base of 
unreported income and wealth, out of 
which subscriptions to the gold bonds 


hive coin^ h lod«iy wfyijiiiddikw«6r than 
in the past when the ealier schemes were 
floated. 

Second, there is a distinct change in the 
government's approach to tax ei^ion and 
holding of black income and wealth. There 
i.s much less fear of the tax authorities and 
consequently much less nervousness about 
the possible consequences of disclosure 
than in the past. A third important fac 
tor is that the stock of gold in the coun¬ 
try has been substantially augmented, 
essentially through smuggling. Between 
1964 and 1992, about 3,250 tonnes arc 
estimated to have been added to private 
stocks of gold. This may be said to have 
been done with the connivance of the 
government machinery and also with the 
tacit support and even inducement pra 
vided by government policies. Thus the 
16.3 tonnes collected in 1977 probably 
con.sliluted about 0.30 per cent of the then 
gold stock est imated at about 5,460 ton¬ 
nes; the 40.89 tonnes collection in 1993 
constitutes about 0.55 per cent of the cur¬ 
rent estimated private stock of about 7,500 
tonnes—not as much higher as the dif¬ 
ference in the absolute quantities of gold 
collected might lead one to expect. 

There is, however, an all-important 
fourth factor. Quite unlike in the past, 
there is now available an officially 
recognised route of gold import into the 
country, with tax immunities of all sorts 
including from gift tax so that gold 
holdings can be nominally divided among 
one’s kith and kin. Holders of un¬ 
accounted money can thus easily convert 
their black money into NRl-imported 
gold and subscribe to the gold bonds. This 
is exactly what seems to have happened. 
It is significant that the bulk of ihc gold 
invested in the bortds is known to be 
primmy gold and not gold jewellery unlike 
in the past. Cities and towns of the two 
states of Maharashtra and Gujarat have 
accounted fo/ 17.49 tonnes (or 42.8 per 
cent of all the gold collected under the 
scheme). Bombay city alone has ac¬ 
counted for 9.45 tonnes (or 23 per cent). 
Under the NR I gold import scheme, 92 
tonnes of gold had been imported up to 
the end of December 1992, but with the 
approach of the closing date of the gold 
bond scheme N R1 imports began to shoot 
up. Total imports under the gold import 
scheme had touched 153.15 tonnes by the 
first week of June. 

A More candid assessment of the gold 
bonds scheme would be that it was a 
thoughtless exercise which will cost the 
public exchequer dearly. First, it is not 
domestically held gold that has been in¬ 
vested in the bonds; it is essentially 
primary gold imported through the NRI 
scheme or smuggled gold, both of which 
generally get financed through the ’havala' 
loule. Tliey involve diversion of the coun¬ 
try’s foreign exchange earnings—current 


and^lw^ntial, directly and indirectly. 
Secondly, tli' whole venture has given the 
authorities less than 10 per cent of official 
holdings of gold (including the RBI’s 
holdings of 353 tonnes), the equivalent of 
about $600 million at the price prevailing 
in the Indian markets and a little less than 
$500 million at the international pi ice. 
While I his can hardly be of much support 
to the balance of payments, it is a moot 
point if the whole exercise would earn for 
the Reserve Bank the cost of operation 
and interest which may together amount 
U> Rs 200 crore oi so. 


ARMF.D FORCES 

IMET and Human 
Rights 

A correspondem writes: 

DEFENCE minisiry olficials are sulking 
over an amendmeni passed by Ihc US 
House of Rcpre.sentaiive.s recently, which, 
if made into a law, may cut off US funds 
to India for training in superioi military 
technology and upgrading its indigenous 
defence R and D. The final shape of the 
amendmen:—which will have to pass 
through the US Senate—hinges on the US 
view of the government of India’s human 
rights lecord. 

The Hou.seof Representatives adopted 
the amendmeni which seeks to deny 
$3,45,000 allocated for India in the US 
foreign aid bill under the IMET (Interna- 
lional Military Education and Training) 
programme for the fiscal year 1994. The 
amendment said that India should be 
given the amount under the IMET only 
after the president had certified in writing 
to Congress that New Delhi had improved 
its human rights record. 

Although the amount is considered in¬ 
significant by both Washington and New 
Delhi, the IMET allocation has important 
implications for the Indian armed services 
in terms of their exposure to the latest 
defence technology. Since 1947-48. when 
India became a beneficiary of the IMET 
{MOgramme, and till 1990, 8(i0-odd Indian 
staff level officers and technical person¬ 
nel had been trained in various pro* 
sional military education courses. The 
number of trainees again may appear in¬ 
significant. But their role assumes impor¬ 
tance at crucial moments, as during the 
first Indo-Pak war. when their training in 
flying Sabtt jets under IMET stood them 
in good stead. 

But the IMET programme has a sinister 
aspect. The major beneficiary-trainees of 
the programme are army and police per¬ 
sonnel from Latin American countries like 
Peru and Colombia. On the plea of sup¬ 
pressing the gangsters of the narcotics 
mafia in those countries, the US Congress 
(under the Anti-Drug Abuse Act of 1988) 
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permitted IMET lunds to be u&ed tor 
training courses and munition donations 
loi these members of the armed forces 
1 he I'S <■ ongress did not impose lestric 
ions requiring the reiipitni country to 
Tiaintain a dcmociatii government under 
which law cntoneiiient agencies did not 
engage in i loiisisierit pattern of gross 
viotalioiis of internationally recognised 
human tights \s a result, the military aid 
given to the Andean armed forces for the 
'wrai on iJriigi ’ in reality, lastead of curb 
ing thi flow ol diugs in the recipient coun 
tries, aggr ivated the violation of lunda 
mental human rights in these countries 
Human lights giuups have documented 
cases o( torture and killings of political 
dissidents in Fciu and Colombia by 
members ol these armed forces who had 
been trained under IMLI these groups 
have been piessuiising US C ongressmen 
to slop turiher military aid to these 
countries, uniil their governments show 
political will lo investigate, prosecute and 
curb brutalitv by then military and police 
forces 

It IS against this background ol dome 
Stic pressures on ihc US government to 
stop miliury training ol armed peisonnel 
of stairs which are notorious for violating 
the human rights of their citi/ens that the 
latest slep by the House of Reprcseniaiives 
tn rehiiion to India becomes significanl 
New Delhi’s record of human nghts viola¬ 
tion in Puniab, Kashmir, the north-east 
and other parts of the country is fast 
reaching proportions that resemble the 
pertormances of the minions of the tin 
pot dictators Laiin Amei ican countnes 
It IS yet to be proved however that there 
exists a direct relationship between the US 
training courses undei IMLT and the 
abuses committed by Indian army men 
and secuiity lorces To establish whcthei 
or not such a relationship exists, it is 
necessary to gathei intornialion about the 
nature of training imparted lo the Indian 
seivicenien Did it include counter insui 
gency tiaining’’ Similat training to mill 
laiy personiKi in south east Asia and 
south and central Amenca had led to some 
ol the worst crimes again humanity 

GOVf RNMFNT FNTLRPRIStS 

Starved of Investment 

THF way the public enterpnses in this 
country are iieaied as handmaidens of 
politicians in power and considering the 
adduional costs that rhey have to bear 
under thu dispensation, one can only 
marvel at then survival as operating en 
titles And now they are facing additional 
pressure under Ihe structural adjustment 
programme of the government One 
dominant element in this programme is 


me direct and suoiie attempts to reduce 
the role of the public sector in the Indian 
economy on the unproven premise that 
public cnieiprises are, by their very nature, 
inefricient and high-cost Ciiven freedom 
and operational flexibility, the proles 
sional manageis of these enterprises, who 
have filled a major entrepreneunai 
vacuum in Ihe Indian context, would have 
shown greater dynamism and produced 
belter results Apart from creating an in 
dustnal base in the country, many a public 
enterprise has helped to expand India’s 
technological base and offer^ stiff com 
petition to multinationals as well a« 
private industrialists in India As foi iheir 
costs and efficiency, any simple com 
parison with private sector companies is 
hound to be odious, for public enterprises 
generally have significantly different 
capital structures, pricing policies and 
social obligations and, therefore, they can 
not be judged entirelj by coiiveniional 
aimmercial standards Also, if public 
enterprises incur some extra cost in term* 
ol employing more persons than required 
and generally show more inefficiency m 
deploying personnel and materials, private 
enterprises inflict on the economy olhn 
costs, quite a few of them hoodwink 
shaieholders consumers and government 
and siphon of I resources from corporate 
bodies to private coffers. The large 
number of financial companies that 
pnvate sector manufactunng and process 
mg companies float as a matter of course 
IS evidence of this 

While comparisons can be misleading, 
some of the findings of a study by iIk 
C entre for Monitoring Indian Fconomy 
(C MIL) on central govcmmcnl enterprises 
are inierestirtg [ irst, the operating profit 
lo sales ratio ol public enterprises has 
been generally close to that of private see 
tor companies 10 13 per cent in 1989 90 
99? per cent in 1990-91 and 1028 pci cent 
in 1991 92 lor Ihe former as against 9 61 
pel cent. 10 per emit and 10 67 per cent, 
lespectivcly, for the latter loi similar 
levels ol sales turnover of Rs *,37 74S 
ciore for public enterpnses and 
Rs 1,35,856 cron for piivatc sector com 
panies in 1991 92, the levels of operating 
profits weic again close to each other, 
Rs 14,155 crore and Rs 14,495 crore, res 
pec lively li is in the subsequent appor 
tiunment of the operating profits that 
there are significant differences Public 
enterprises paid as interest Rs 9,308 crore 
as against Rs 7,179 crore paid by private 
companies—that is, about 10 per cent 
more because ihey have higher debt 
capital It IS partly because of this and 
partly because of their capital intensive 
nature that the return on capital of public 
enici prises is lower than that of private 
sector companies 


Mconaiy, mere is no oouoi inw lor me 
same level of sales turnover, the public 
enterprises paid higher wages- in 1991-92, 
Rs 11493 crore as compared with Rs 10,455 
crore paid by the pnvate sector compames, 

I e, highei by Rs 938 crore As against this, 
so called ‘other variable expenses’ incur¬ 
red by the pnvate sector companies were 
higher by Rs 3,816 crore, that is, Rs 9,511 
crore in conliast to only Rs 5,695 crore in 
the case of the public enterpnses Quite 
a substantial part of such variable expen 
diiure could be eliminated if a closer 
scrutiny of them were undertaken 
While admitting that there is much 
scope for improving the operational effi 
ciency of pubhc enterprises, it is necessary 
10 put in a word ol caution The i urrent 
emphasis on financial restrucluring of 
public sector enterprises, while it may be 
necessary, ignores the need lo restore lo 
public enterprises their broader goal of 
•trengthemtig Ihe let hnological base of 
Indian indusiry and thus achieving an in 
ircasing degree ol self reluncc, particular 
ly in respect ol technological upgradaiion 
Indian piivaie entrepreneurship is in 
capable of adopting an independent path 
III this respect, what with iis tendency 10 
cling to foreign technology, foreign tie ups 
and foreign brand names An efficient 
public sector with an aggressive invest 
men! programme supported by ihe stale 
IS a necessary condition for rapid develop 
men! at the present stage 
Apart fiom technological independence, 
there is the t mploymeni angle to develop 
mem Wiihoui public sectoi involvement 
and in Ihe absence of some forward look 
ing policies on indusiiial employment, the 
incidence ol unemplovnient is likely to 
use As ii is, 11 is found that employment 
in the 201 central government enterprises 
studied has rcgisiercd a ugnificani fall in 
the two vears of stabilisation and structural 
adjustment from 18,92,538 persons in 
1989 90 to 18.87.021 in 1990 91 and fur 
therto 18 45.251 in 1991 92-a loss of 2 5 
per cent in two years in contrasl to an an 
nual giowth of 2 5 jjct cent in public sec 
tor employmem in the 1980s if the 
govcmmcnl has *ound labour redundant 
in certain industiics, such as heavy and 
light engineering, coal, and textiles, where 
the above decline in eniployment has oc 
curred, it is entirety because the budgetary 
polities ol the government have prevented 
the iullilment ol planned investment, ex¬ 
pansion and technological upgradation in 
these industries it is this aspect of govern 
mem policy which lequtres a fresh look 
as otherwise the recessionary conditions 
in I'idian industry will remain unabated, 
for the private sector cannot fill the gap 
in terms ol the si^e and structure of in 
vestment created due to retrenchment of 
the public sector 
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Prospering in Changed Fertiliser 
Scenario 


Jainij Kapailia 

GUJARAT NARMADA VALLEY fCR 
riLlSEf^ COMPANY (GNFC), Bharuch, 
ha 3 recorded improved sates lumovcr and ex- 
celtem production and capacity utilisation 
in 1992-93 This has been achieved despite 
annual shutdown of 27 days Almost all pro 
ducts have contributed to increase in the 
sales tumovei GNFC has achieved a rare 
feat in the production ot ammonium nitro 
phosphate (ANP) during the year In the se¬ 
cond year of its commen.ial operation, the 
ANP plant has been run full steam with a 
capacity utilisation of nearly 100 per cent 
This rare accomplishment has enabled 
GNFC to meet the challenge ol providing 
phosphatic fertilisers to farmers, despite 

The V'H'k'a CompanieH 


market odds, thus ensuring essential balaiiv 
ed application of fertilisers 
GNFC produced 1,05,429 tonnes of am 
moma (capacity utilisation over 113 per cent) 
and 6,60,818 tonnes ot urea (capacity utilisa 
tion over III per cent) I he nitrophosphaie 
plants produced 1,41,491 tonnes of ammo¬ 
nium nitrophosphate (1,23,654 tonnes in the 
previous year). 93,807 tonnes of calcium am 
monium nitrate (62,126 tonnes) and 6,823 
tonnes of fonroc acid (6,803 tonnes) The 
electronics division showed spectacular 
results with a growth rate of 61 pei vent 
in printed circuit boards and 43 per rent 
in rural automatic exihange (RAX) and 
LPABX 


Intensifying its promotional and market¬ 
ing operations, GNFC recoided a turnover 
of Rs 182 70 crore thus improving its per 
formance by 7 9 pci cent ovci Iasi year’s 
figure ol Rs 539 79 1 r<vre In lai t, the sates 
aiHi other income ol the compamy has cross¬ 
ed the Rs 6ll0-cn>re mark at R s 606 30 crore 
compared lo Rs 543 24 crore in the previous 
yeai 1 xerpi for ammonium nitrophosphatr; 
price realisation was highci in alt other pro¬ 
ducts Sales aggregating 8,91,944 tonnes 
(previous veai 8,18,197 tonnes) comprised 
6,16,356 tonnes of uiea, 1,41,846 tonnes of 
ammonium nutophosphaie and 93,742 ton¬ 
nes of calcium ammonium mtiale Sates of 
indusiiial product' comprising methanol, 
lorniic acid, concentiated nitric acid, vreak 
nitiii and ammomiiin nitrate and hquid 
mirogcn increased to a new high ot Rs 122 
ciore compared lu Rs lOt cion in ihe 
previous yrai ITiese constituted 18 4 per cent 
ol total sales lurnovei Sates of electronii s 
products anuiunied to Rs 23 61 crore against 
Rs 15 29 ciort presiously, showing a signiii 
cant rise ol 11 per i eni During the yeai, the 
company cxpoited dirc'cily gcKvds woilh 
Rs 2 68 crorc as against Rs 1 13 cic re ex 
potted in 1991 92 

CNF ( has earned about the Sunn profit 
ot Rs 196 09 c rare as in the previous yeai 
before interest, dcpieciaiion and taxes Alter 
providing lor interest, deprcciaiioii and tax 
anon for the year as wrll as aricars of 
depreciation lot the p>evious year, the 
balance for appropriation amounts to 
Rs 2092 crore Dividend is maintained at 11 
pci cent Reserves and surplus at the end of 
1992 93 amounted to Rs 163 99 crore Out 
ol term loans ot Rs 1,112 % (rore Rs 174 84 
ciore were repaid duiing the yeai tjross 
block at the close oi the year stood at 
Rs 1,051 04 crore 

Saiislactory progtess was made duimg the 
year in impienientaiion ol nesv prcvjec’s en 
tailing an investment ol Rs 958 note the 
100 per cent export oriented acetic acid plain 
IS being implemented alnad ot v litdulc 
Ffocess design packagi iiceived Ironi HR 
Chemicals UK, as well as I indc lot acclic 
acid and (O plant rcvpcclivelv has been 
approved Mitsui I ngiiietiing Japan has 
started basic cngiiiec'tiiig work based on pro 
cess design package documents Mumphicys 
and (ilasgow, Indian contractors have 
started detailed engineering svenk on items 
being procured iiidigenouslv Against lotal 
projc*ci cost ol Rs 199 1(» iioic Rs 111 74 
crore have been coinmilied I he new pus 
ject to produc e 10 000 tonnes per annum 
TDI and 20 000 tonnes per annum aniline 
by a new company, Naimada ( hernatui 
Fcirochemicals promoted jointly by 
Chematui AU Ssvcdcn and liil Chematur 
has been proceeding ahi ad ol schedule The 
project envisages a lotal itivesiineni ol 
Rs 308 croic as appraised by the IDBl and 


(Ri lakh) 


Mipco Seamless Machino Ptavlics Muller <nd Phipps 
Rings 


Financial Indicators 

Ma ch 

'Match 

March 

Match 

Mar,.h 

March 


1992 

1991 

1992 

1991 

1992 

1991 

lncome/expenses/pmfil\ 







Net sales 

ni6 

971 

1296 

1010 

1182 

741 

Fxase duty 

19 

158 

271 

201 



Other income 

42 

18 

10 

2 

21 

10 

Increase (decrease) in year end 







finished stock 

13 

12 

27 

<121 

56 

24 

Raw materials consumed 

721 

118 

712 

58 < 

925 

514 

I1>wer and luel 

ns 

79 

10 

11 

1 

2 

Other manuiaciunng expenses 

143 

73 

11 

12 



labour cost 

61 

45 

38 

21 

67 

12 

Other expenses 

11 

28 

81 

72 

199 

111 

Operating profiis 

111 

217 

3«1 

776 

68 

1’ 

Interesi charges 

41 

40 

181 

101 

11 

29 

Gross pionis 

270 

217 

212 

171 

11 

28 

Dtp relation 

62 

14 

128 

101 

2 

2 

Profils before lax 

208 

161 

84 

72 

31 

26 

lax provision 

17 




11 

11 

Profits after lav 

ISI 

163 

84 

72 

18 

11 

Dividends 

41 

16 

26 

21 

8 

7 

1 mbi/Um/avrn 







Paid up capital 

100 

300 

107 

208 

40 

40 

Reserves and surplus 

284 

178 

131 

90 

41 

10 

Long term loans 

no 

208 

111 

777 



Short term loans 

60 

77 

200 

182 

■69 

147 

Other liabilities 

116 

121 

100 

11 

278 

n? 

Cross fixed assets 

811 

818 

1119 

1101 

16 

11 

Accumulated depreciation 

369 

107 

189 

248 

19 

18 

inventories 

101 

211 

241 

120 

118 

61 

Of which finished goods 

119 

66 

t1 

6 

in 

61 

Receivables 

n. 

111 

218 

161 

296 

222 

Loans and advances 

22 

22 

11 

44 

10 

48 

Cash and bank balances 

1 

1 

1>» 

120 

41 

24 

Investments 







Other assets 


2 

H 

H 

26 

20 

Ibtal liabilities/asscts 

910 

886 

1291 

nil 

128 

191 

Arv finani lal ratios 







lurnover laiio 

1 41 

1 to 

1 00 

o-> 

2 24 

1 89 

Return on sales la 

20 52 

22 30 

1616 

17 11 

1% 

1 77 

Return on investment IS 

29 67 

24 49 

16 40 

1111 

6 61 

7 n 

Return on equity (laj 

21 86 

14 to 

1900 

24 16 

22 22 

■8 n 

Earning per share 

1 04 

5 41 

2 71 

146 

466 

176 

Dividend (ia) 

11 

12 

12 

10 

20 

18 

Book value pc' share (Rs) 

19 47 

1192 

14 40 

1414 

20 22 

r It 

Curreni maiket price 

10 


23 71 


90 


P/t raiio 

191 

— 

8 70 


19 31 
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'is'&iince 

The TV glass shell project of Videocon 
Narmada Electronics in collaboration with 
Videocon Internationa! is running on 
schedule and is cspecied to be commissioned 
in 1993-94. This project will have a total 
investment ol Rs 450 crore 

MACHINO I>1 ASTICS 

Maruti Link Helps 

Maclnno I’lasi n s is another company serv¬ 
ing the automotive .sector to have done bet¬ 
ter despite the latter's passing through dif¬ 
ficult times 1 he company is engaged in 
manulactuii of pla.slic moulded components 
lor automobiles and is the sole supplier to 
Maruti Udyog. As Maiuti Lidyog is pushing 
on with Its production plans with another 
model of cars being pul on the market. 
Machmo Plast ics expects to be thriving with 
Mill’s expansion. 

The results lor the year ended March 31, 
1992, have shown increases in both sales and 
ptofiis Again, as in the case of Mipco 
Seamless Kings, protii as return on sales has 
woiked less, but as a ratio to investment it 
has improved lurnovei ratio, too. has 
.iniounicd more at I pet cent compaied to 
0 77 pel vein lor the previous year.. Return 
on eniiiiv as well as I.PS have worked out 
lower, whieti is due to an incrca.se in share 
capital during the year. I he dividend is rais¬ 
ed on increased share capital from 10 ps'i 
cent to 12 per cent 

Ixing-ierm loans as at the close of the year 
have declined from Rs 777 lakh lo Ks 551 
lakh llowevci, boiiowings are to mcrcasc 
lollowing a proposal of cash credit facility 
ol Rs 350 takii made bv the Bank of lokyo, 
New Delhi T here is .i proposal by the com- 
|ians to diseisils ns business. Ii has been 
appioached In leading m.inulactureis of 
lullv auionialic washing machines lor 
deselopiiieiil of plusiic moulded washing 
tubes and other components I he company 
has taken up production of the same. 

MIPCO SEAMl LSS RINfiS 

Improved ^I'brking 

With the working foi the year ended 
March 31, 1992, Mipco Seamless Kings 
(Gujarat), the automotive ings company 
which earlier ciicounieicd problems of rec¬ 
tification ol Its plant, has made a break 
through. And this despite the auioinoiive in¬ 
dustry, particularlv passenger cars and 
trucks, still witnessing rcces.sionary condi¬ 
tions in the inarkei. With the latest conces¬ 
sions in the union budget for tins sector by 
way of reliefs in excise an J customs duties, 
a company like Mipco Seamless Rings in the 
automotive components business is bound 
to do still belter 

Production foi the year 1991-92 increa.sed 
in quantity from 30,18.763 to 33,77,292 
pieces and so also sales from 30,29,095 to 
33,42,176 pieces and in value from Rs 1,131 


as retam on sales dedined rmiif 22.30 per 
cent to 20.S2 per cent, the return on invest¬ 
ment significantly improved from 24.49 per 
cent to 29.67 per cent. With a restraint on 
loan funds employed in business, interest 
charges were restricted despite the high rates 
prevailing at Rs 43 lakh against Rs 40 lakh 
for the previous year. And though net profit 
due to a provision of Ks 57 lakh for lax 
amounted less at Rs 151 lakh against Rs 163 
lakh for the previous year, the company 
declared a modestly higher dividend of 15 
per cent against 12 per cent for the previous 
year. 

These highlights of the year's working 
point to a distinct turn for the better for the 
company which the light reins on the finan¬ 
ces by the management (receivables reduced 
from Rs 133 lakh to Rs 112 lakh and loans 
and advances maintained at Rs 22 lakh) fur¬ 
ther strengthen. Even as due to the prevailing 
market conditions Mipco Seamless Rings 
scrip is going abegging at a price-earnings 
ratio of 5.95, it provides a welcome oppor¬ 
tunity for investors. Meanwhile, the com 
pany has lurthcr cleared production bot¬ 
tlenecks with addition ol certain balancing 
equipincni and experienced a steady rise in 
sales further during 1992-93 

MULLER AND PHIPPS 

Changed Business 
Strategy 

There is a son of a secret in the far expand¬ 
ed business of Muller and Phipps (India), 
the company known for the ‘Cuiicura’ 
talcum fsowder, during the year to March 31, 
1992 Sales income for the year has icgisicrcd 
a sharp use Iroiii Rs 743 lakh to Ks 1,18? 
lakh thanks to liic company employing its 
marketing iieiw ork and taking on distribu¬ 
tion ol other companies’ products The 
returns on this aie not any high, but they 
vonie free of maiiutacturing costs l or the 
scar under review they have certainly made 
a tair (.oniribuiion lo profits. No wondci 
then that the directors have decided lo con 
solidate the dis'ribuiion house busuics,, 
cspcciailj III atcas where the marketing and 
sales siafi have established a strong icputa- 
liun 1 his IS likely lo stand lhe company in 
good stead, since the diriN-'tors state in their 
report that inflationary pressures have 
lowered the company's margin on its own 
products The change made m business 
strategy has meant also a higher dividend 
ol 20 per cent for the shareholders 

ACC 

Depressed Demand 

Associated Cement Companies has reported 
for the year ended March 31, 1993 a sales 
turnover of Ks 1,520 crore as against 
Rs 1,412 cioic for the previous year. How- 
eser, operating gioss profit before interest, 
depreciation, extraordinary items, tax and 
prior years’ item has decltn^ to Rs 181 crore 


profu 4R4r int«rest but beroie depreaation 
and extraordinary iiein» to Rs 12^ onm fram 
Rs 283 crore. Profit before tax has worked 
out to Rs 80 crore against Rs 213 crore for 
the previous year and profit after tax to 
Rs 70 crore against Rs 110 crore. The com¬ 
pany has maintained dividend at Rs 30 per 
share on the capital increased by a 2:5 bonus 
issue made during the year. 

Production of c'ement during the year was 
74.81 lakh tonnes against 1159 lakh tonnes 
the previous year. Capacity utilisation was 
98 per cent as compared to 102 per cent 
previously. The plants at Gagal. Madukkarai 
and the new plant at Wadi recorded once 
again highest ever clinker production with 
capacity utilisation exc<»;ding 110 per cent. 
Shortfall in production was mainly on ac¬ 
count of planned stoppage of Gagal plant 
lor 25 days prior to commissioning of the 
expanded capacity of the existing plant and 
unprecedented power shortages in the states 
of Bihar, Madhya Pradesh and Karnataka. 
Sale of cement by the company was 75.09 
lakh tonnes against 76.14 lakh tonnes for the 
previous year. However, sale of purchased ce- 
mcni was higher at 5.94 lakh tonnes against 
3.67 lakh tonnes previously. Export of ce¬ 
ment was a record 1.38 lakh tonnes against 
0.55 lakh tonnes for the previous year. The 
refractory business achieved a turnover of 
Rs 58.11 crore compared to Rs 37.89 crore 
during the previous year. The sale of refrac¬ 
tory products from the plant at Kami was 
higher by 18 per cent over the previous year. 

.Several new products were introduced to 
the Indian market for the first time with in- 
house research and technical collaboration 
from leading international refractory pro¬ 
ducers. The Research and Consultancy 
Directorate of the company achieved a bill¬ 
ing of over Rs 12.21 crore as compared to 
Rs 7 62 ciorc in the previous year. The com¬ 
pany’s personnel at Yanbu cement plant in 
Saudi Arabia achieved record production for 
a third successive year and also earned 
highest ever bonus ol Rs 1.03 crore. 

The setback in profits is due to prices of 
cement remaining depressed throughout the 
year while the operating cost increased 
steeply due lo unprecedented rise in the ad¬ 
ministered cost of coal, power, rail freight, 
diesel oil, etc. The cost of labour also in¬ 
creased steeply with the four-year settlement 
arrived at with the recognised unions on a 
bilateral basis for the first time. The recent 
upward revision in dearness allowance rates 
payable to workmen in public sector enter¬ 
prises has also increased the wage bill in view 
of similar benefits applicable to the com¬ 
pany’s workmen. These inflationary condi¬ 
tions coupled with demand recession ex¬ 
perienced by the cement industry for the first 
time in 10 years along with the significantly 
reduced purchase of cement by government 
agencies adversely affected the profit maigin 
during the year. Profit before tax was fur- 
thc) adversely affected by increased interest 
charges on account of higher working 
capital requirements. 
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Nikumbh Dairy 
Products 

NIKUMBH DAIRY PRODUC is 
esiabiKhing an integrated dairy project at 
Shahpur, Thane, and expanding its exist¬ 
ing dairy at Kolhapur tn Maharashtra. 
The proces.sing of milk and the production 
of milk-based products like pasteurised 
milk, flavoured milk, ghee, dairy whitener, 
instant tea and coffee-mix, etc, will be 
undertaken at the Shahpur unit. Commer¬ 
cial production for the expanded capacity 
at Kolhapur is expected to commence by 
August 1993 and the Shahpur unit by Oc¬ 
tober 1993. As per the appraisal done by 
Bank of India, a turnover of Rs 32.27 
crore and a net profit of Rs 1.85 crore in 
the first full year of operation are expected 
to be achieved. In the second year they will 
be Rs 45.43 crore and Rs i 99 ciore res¬ 
pectively. To finance in part the total pro¬ 
ject cost of Rs 670.50 lakh, the company 
is entering the capital market with a public 
issue ol 27,13.7(X) equity shares of Rs 10 
each for cash at par aggiegatmg Rs 271 37 
lakh on July 12. The shares will be listed 
at the Bombay, Ahmedabad, New Delhi 
and Pune stock exchanges BO I finance 
and Reliance Capital and finance Trust 
are the lead managers to the issue. 

Uniworth India 

Uniwonh India, promoted by Woolworth 
(India), a 100 per cent EOU in the field 
of worsted yarn, and the l>ohias, ha.s a 
proposal of establishing a global market¬ 
ing network for export and trade in con¬ 
sumer goods at a cost of Rs 7.30 crore 
it is making a capital is.sue of Rs 17.70 
crore. The excess after meeting the pro¬ 
ject cost is earmarked for investment by 
the promoters in a forthcoming project, 
Fab^rth India, which is expected to 
make a public issue by the end of this year. 
The capital issue by Uniworth India is in 
the form of a new instrument of Equipref 
shares as is conceived by the lead 
managers, SBI Caps. It is to comprise 48 
lakh Equipref shares of Rs 50 each at par 
of which part A of Rs 20 is to be con¬ 
verted into two equity shares of Rs 10 each 
at par and part B of Rs 30 into an un¬ 
specified number of equity shares at 30 
per cent discount of six-month average of 
the market price after five years. The com¬ 
pany has projected tor Rs 177.83 crore 
income in 1993-94 to fetch .a profit of 
Rs 4.9S croreand yield an EPS of Rs 3.31. 
By 1996-97, income is expected at 
Rs 211.77 crore; net profit at Rs 6.80 crore 
and EPS at Rs 5.06. The promoter com¬ 
pany Woolworth (India) has recorded a 
250 per cent growth in sales in the last two 
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IN THE CAPITAL MARKET 


years, from Rs 8.47 crore to Rs 71.81 
crore. The Lohias have prompted com¬ 
panies like Indo Rama Synthetics 
(Indonesia), Ashok Textiles (Nepal) and 
indo Rama Synthetics (India) at Pit ham- 
pur, M P Fabwonh, the projected com 
pany, is to be setting up a Rs 81 caire pro¬ 
ject for manufacture of fashion fabrics loi 
export markets. The novel Equipret in 
strumeni that Uniworth is employing fiti 
its capital issue is a mis of equity and 
preference shares, since part B for conver¬ 
sion into equity after five years of issue 
is to carry interesi at 10 per cent yearly 
till conversion. Further, holders of 
Equipref shares arc to carry a preferen¬ 
tial position in any rights or public issues 
of shares by any of associate or gioup 
companies. However, there is a time lag 
in returns on mvestmenis. 

Teknomin Aqua Exports 
(India) 

Teknomin Aqua F.xports (India) is setting 
up a 100 per cent export-oriented unit 
comprising a shrimp hatchery, grow out 
farm and shrimp processing plant under 
one rool at a capital outlay of Rs 7.65 
crore. The company has a tie-up with 
J V Marine Enterprises, Taiwan, for 
shrimp hatchery for which the company 
has to pay 5 4 5.000 as technical know-how 
fees. The company plans to use in-house 
technology for grow-out farm and shrimp 
processing. To part finance the project the 
company is making a public issue of 
41,00,000 equity shares of Rs 10 each at 
par totalling Rs 410 lakh. Out of the pro¬ 
ject cost of Rs 7.65 crore as appraised by 
Federal Bank, term loan from State Bank 
of Thivancore stands at Rs 2 crore. This 
amount has been sanctioned only in prin¬ 
ciple and final approval is awaited. Out 
of the total equity, the promoters’ stake 
is about 26 per cent Projections put the 
EPS at Rs 1.84, Rs 5.29 and Rs 6.88 for 
1993-94, 1994-95 and 1995-96 respective¬ 
ly. The issue opens on July 5. Listing 
in four stock exchanges at Hyderabaci 
Ahmedabad, Bombay and Madras is 
being done. Federal Bank and Inter¬ 
corporate Financiers and Consulunts are 
the lead managers to the issue 

Pressman I^easing 

Pressman Leasing, closely tied to the more 
famous Pressman Advertising and Market¬ 
ing, provides lease and hire-purchase 
fiirance to business and industrial groups 
tike RPG Enterprises. Macncil and Magor, 
Balmcr and Lawrie and Grindlays Bank. 
It has won the IMM-LIC Award of Excel¬ 
lence and has received clearance from the 
SEBI to act as Category 1 merchant 
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banker. The company was started in 1983 
by Niren Suchanti and is now expanding 
Its leasing and hire-purchase biisine.ss. Its 
proposal has been appraised by the ICICT, 
which has estimated the rcquiremeiil of 
funds for !<><>( at Rs i4.^6 crore. I hcconi- 
pany is meeting this with a righls-cum- 
public issue (if sham capital for an amount 
of Rs 10 71 cKire and internal accruals of 
Rs 3.48 ciore. I he capital is.sne comprises 
offer of 17 XS lakh equity shares ol Rs 10 
each at a piemiiiin of Rs 10 per share on 
a nghlbasis in the proportion of 1.2 and 

35.98 lakh cqiiny shaies of which 5 lakh 
shares to the NRls and 30.87 lakh shares 
to the public on the same terms. The issue 
opens on June 28 under ICKT .Securities 
and Finance as lead manager. As per 
K'KT’s appraisal. Pressman leasing's 
total income and net profit are to rise 
from estimated figures of Rs 6.85 crore 
and Rs 2.63 crore, respectivdy, in 1993-94 
to Rs 10.).3 crore and Rs 3.56 crore. 

Alpine Housing 

The NRls. S A Kaheer and G H S Gupta, 
apparently driven by the concessions 
allowed to non-resident Indians by the 
government in investment in real estate 
and housing—freedom to repatriate sale 
proceeds of land purchase three years after 
acquisition of land and to invest in two 
hou.ses instead o( only one hitherto—have 
come together with land developer S A 
Rahman in Bangalore to set up Alpine 
Housing with proposals of investing in 
real estate and developing property in 
Mangalore where housing activity is now 
last growing. The company has drawn up 
a project on these lines which State Rank 
of Mysore has appraised is to cost Rs 3.50 
crore. All of the project cost is being met 
with equity, with the promoters contri¬ 
buting 4Kt per cent of the share capital and 
raising the balance 60 per cent from the 
public Projccis worth Rs 1.25 ciore have 
been signed by ihe company of which 
Rs 3.60 crore cover two projects of pro¬ 
curement of land for building complexes 
and the balance amount is for undertak¬ 
ing construction activity. These are to 
yield, according to proj(X’tions made by 
the company, a sales turnover of Rs 8.23 
crore and net profit of Rs 5.3.38 lakh 
during 1993-94, with EPS of Rs I.S3. By 
1995-% the turnover is to increase to 
Rs 15.10 crore and so also net profit and 
EPS respectively to Rs 1.42 crore and 
Rs 4.07. Out of a share capital issue of 

34.99 lakh equity shares ol Rs 10 each at 
par the company is offering 21 lakh shares 
to the public on June .30 under SBI Caps 
and State Bank of Mysore as lead 
manage!s lo the ismic. 

-JK 
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Calcutta Diary 

AM 


The Arabs, after Ayodhya, hate us, w theiefore hate the Arabs 
and cross over to the Israelis. The latter howewr go calling on (he 
Bharatiya Janata Party. The Israelis have declaicd their abhorrence 
of terrorism and fundamentalism and endorsed all the way our 
stand on Kashmir; but you never know, they may go even further 
and endorse the BJP proposition on Article J70 too. 


CHOOSING sides is an awkward exercise. 
Ask the Poles. They loved Solidarity, they 
adored Lech Walesa, loving Solidarity 
however meant loving the Pope as well— 
they constituted a joint supply. But the 
Rope has snatched away f^rom Polish 
women the right of abortion, which was 
bestowed upon them by totalitarian com¬ 
munism. Or consider the case of the 
Americans. Tliey were at the leceiving end 
of the fury fundamentaiists had unleashed 
in Iran. Curiously enough, in neighboui 
ing Afghanistan, where it was a question 
of resisting the expansionary devices of 
the evil empire, the fundamentalists wctc 
a godsend to them. The US administra¬ 
tion is in a similar bit of dilemma in 
Bosnia. The humanitarian lobby is cla¬ 
mouring for help, including act’ve military 
assistance, to be immediately organrsed to 
save the beleaguered Muslim community 
from wholesale liquidation. On the other 
hand, .scratch a Muslim and is he nut, in 
99 per cent of the instances, a fundamen¬ 
talist at heart? Should not moral issues 
hence be shoved aside and Muslims allow- 
ed to die like flics? 

Such dialectical problems bob up 
endlessly as one keeps hopping from one 
country to the next. With the collapse of 
the Soviet monolith, there is no dearth ol 
countries to target for this hopping- 
around business. On some grounds, the 
Azarbaijanis ought to get your vote; should 
you stumble on some other grounds, you 
would opt for the Armenians. To take yet 
another example, Latvia and Lithuania 
were amongst the earliest republics to rise 
in revolt against Soviet hegemony: Ru.s.sian 
troops, out, out A most noble .sentiment. 
At the same time, Boris Yeltsin, president 
of the Russian federation, is such a 
dedicated foot soldier for democracy. He 
is dearly in love with the idea of letting 
his troops elongate their stay in the Baltic 
lands. So what does Fbggy Attorn detide? 

The Americans arc not the only ones 
befuddled by dilemmas of this nature We, 
the poor Indians, are equally in a blue 
funk. The decision-makers in New Delhi 
have been faring a particularly excruciat¬ 
ing {nedicament for some years. Whatever 
its hue, fundamentalism without question 
has to be got rid of: it strikes at the root 
af the natioifs unity and integrity. Be 
honest though, fundamentalism has its 


good points too in i!ic season of parlct- 
mcniary elections, it can be put to effee 
live use, by availment of the media, to en¬ 
trap dumb voters in ihis ihe world’s largest 
democracy. But there are other complica 
tions. The slogans called lor for evoking 
fundamentalist emotions amongst the rna 
lority community could alienate the 
minoiiiy community I he latter lorin an 
equally solid vote bank, it has deliveied 
faithfully ever since the first general elec¬ 
tions held more than 40 yeais ago; would 
it not be a had iradc-ofi to give up the 
bird in hand for the sake of the two in the 
bush? further instances ol didiuiomiscd 
choice are not difficult to come by. IjOvc 
the Bharatiya Janata Barlv, it has endors 
ed the new economic ptslicy; beware of the 
BJP, it has walked awas with our Atyavar- 
ta constituency. Love the farm lobby, they 
deliver the rural vote; look, askance ai the 
faim lobby, their tantrums make it im¬ 
possible on our part to satisfy the 1-und- 
Bank eonditionaiitics in entirety. 

The presence of such contradictory 
pulls and pressures has had one major 
consequence. The old British shibbtilelh 
in regard to the collective responsibility of 
the council of nimcslers has fallen by the 
wayside. One minister is dead certain 
about the hidden Pakistani hand trigger¬ 
ing off the Bombay explosions; according 
to another minister, no concrete evidence 
has yet been unearthed to entertain any 
such suspicion. One minister airdashes to 
Madras to seek Kuman Jayaialitha Jairaj’s 
forgiveness, let bygones be bygones and 
the great Tamil Nadu concordat, sym¬ 
bolising the communion ol the Ganga and 
the Cauvery, be restored to full glory. 
Another minister .stops just short of 
describing KumarWJayalalitha Jairaj as a 
congenital practitioner of terminological 
inexactitudes. Sometimes the same minis¬ 
ter contradicts himself between one day 
and the next; on day one Jyoti Basil must 
be sent to Ihe gallows; on day two Jyoti 
Basu is the kindly light who will lead us 
out of perdition. 

Much of this is however quite in line 
with the basic tenets of Hindu philosophy; 
you can switch your faith from the adswtu 
doctrine all the way to one which defends 
to the hilt the notion of a poiypoly of the 
gods. Such switching and re-switching 
could turn out to be a non-stop exercise; 


still, neitfur you nor your adversaries need 
be overly concerned over the constancy of 
your inconsi.steiicy. If!' is March 1992, the 
finance minister has not the lea.st doubt 
that the post budget share market boom 
bears testimony to the wisdom the budget 
was stuflcd with; if it is June 1992, the 
finance minislei ha.s othet things to do, 
t'f could not altord to lose his sleep if 
some wrctclicd share prices went up or 
down or moved laterally 

in the immediate post-independence 
years, choices were rclalively less com¬ 
plicated Assessed in the light of ancient 
history, the sympathies o! snir lulcrs were 
with the Zionists; once the context was 
shifted to more leccnt history, these were 
foi ihc Arabs Since Juwaharlal Nehru 
losed to move wiili the times, the Arabs 
were the obvious favouIlIc^. With Kashmir 
incieasmglv becoming the local issue in 
debate.s with l':ikisian on United Nations 
forums, oui iiiind was made up for us. 
Rakistan must luii be peiiiiitted to take tor 
granted the support of the Islamic coun¬ 
tries, Have we not invested a great deal of 
material rcsouices and spinlual energy on 
nurturing the noii-aiigncd movement, 
have wc not chanted one utilitarian in¬ 
vocation after aiiothci in praise of Afro- 
Asiaii solulariiy? Some Arab countries, 
the United Arab Republic the lorcniosi 
amongst them, were therefore bound to 
be with us wcie matters over Kashmir to 
come to a head; at least, they would not 
be, for politeness' sake, against us. In 
cl feet, we leaned on the pimciple of 
reciprocity; it was good, dean tun, L-very 
Arab cau.se was an Indian cause, and, ws: 
hoped. It would be vice versa In odd 
years, we even remembered that wc arc the 
largest Muslim nation on eaith, edging 
out Indonesia Wc applied, biimtiil of a 
feeling of legitimat 7 , lor membership in 
the Organisation ol Islamic Countries. 
While the issue ol lull membership re¬ 
mained indcterinmale, they at least did 
not deny us obseiser status. One oi two 
dialecticians back home eiitcied a mild 
caveat about a scculai republic pretending 
to join a denominational lainborcc 
Indian metaplivsics. the jokers should 
have known, is capable of making mince¬ 
meat of run ol-ihc-rnill .scepticism 

Since Ayodhya, things have become 
somewhat stickier. A standing committee 
o) the Organisation of Islamic Coun¬ 
tries—or IS It of the Islamic f,conomic 
C ouncil? —has passed a resoluiion recom¬ 
mending the imposition of a trade em¬ 
bargo on India; since our government 
allegedly merely looked on while ihe B.ibri 
mosque was ra/ed lo the ground, the OIC 
countries are toying with the idea of 
denying us luriher supply of petroleum 
crude This is of course absurd, but we arc 
somewhat handicapped in launching a 
vigorous counter-attack because of one oi 
two extraneous factors. Following the 
demise of the eastern bloc, the non- 
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aligned moventeni too has chosen to go 
into hibernation The NAM was onginalty 
set up as a bargaining countei It was 
a remarkable beauty, it mabled us to 
develop the panache to play urie s.'pei 
pow.-r against another Now that there is 
only one super power left, the occupaiiun 
of bargaining is gone No virtue is to bs 
squeeaiM out of non alignment, NAM has 
thus been rendered a non combatant Oui 
contacts have loosened, it is no longer 
possible to buttonhole Arab fi lends at all 
tunes of the day Desperate situations tall 
for desperate remedies Besides, wnc not 
our wise men of yore wont to idvise 
always maintain a cool head on your tor 
so'' On account of the ghastly o< siiio in t 
on Deoembci 6 last and subsequent events 
we are, as of this moment, without 'oo 
many friends in the Arab world Wc m 
cept that reality But precisely besausr wl 
have lew friends left amongst the Ai ibs 
consequent to the doings ol the S t vwi 
Hindu Parishad, we decide to gt' iIk 
whole hog and embrace the tortign policy 
oi the VHP' we go all out to woo Israel 
That IS to say, we det ide, lot a chany* to 
return to the cool waters ol ani’tiit 
history Or if it pleases you, our siann i* 
akin to following the precept uiiderivinp 
a song once much in favour in Amt ncan 
playpens ‘Lost my partnci, what stiall I 
do. I’ll gel another one prettier than you' 
The Israelis arc for the present to bt 
preferred to the beastly A tabs, wlio ta- 
threatening not to sell us oil Iriu this 
revisionism would not solve the p'obi in 
of shortage of petroleum crude inoic so 
since we abhor the stick in the mud 
ideology of self-reliance and will not, as 
% matter of principle; raise oui domestic 
output of crude But there arc compt n 
saiions The Israelis have appaiently pro 
imsed to lend us one or two Mossad ion 
tingents who will help us cats h that bt ast 
Velupillai Pirbhakaian On the uihti 
hand, Israelis have a tong memory, per 
haps because they have a long histoty 
Fhetr foreign minister quoted lioin b uh 
Jawaharlal Nehru and Ved Mehta So 1 1 > 
so good When it was aftci hours though, 
he called on lal Krishna Advani, whose 
party had been ever since an i iqiiitv ae.onst 
the Arabs and foi befriending israt I U 
meaning our leaders, are onit more 
caught in the contradictions of hyptiihcsev 
The Arabs hate us, wc therefore learn to 
hate the Arabs, and cioss over to the 
Israelis I he latter however go calling on 
the Bharaliva Janata Party A matiii of 
some solace, the Israelis hast declan d 
their abhorrence of tcriorism and lunda 
mentalism and endorsed all the way out 
stand on Kashmir, but vou never know 
they may go even further and endorse ih< 
RIP proposition on Article J70 too 

In thc'circumsiances, our poor prime 
minislei is forced to go fishing in 
Tashkent, Alam ata and even remoter 
tracts in central Asia, the Karimovs and 


Nararbayevs have to be assured that we 
are not totally sold on istael, we are mere 
!v worried over the spread of terronsm 
and (uiidamenialism Is not fundamenta 
lism proving an equal threat to each of the 
erstwhile Sosn i lepublits in central Asia 
Uzbekistan lad/ikistan, Kirgizhstan, 
lurkmeinstan and so on’ If ever they are 
in need of frieids, they should not be 
luslifut, they should just call us, we will 
a> opeiate witli them to organise an Asian 
Sohdartiy I rout Against Fundamenta 
lism Meanwhile as token ol catncstiicss 
on out part here is ten million dollars 
apiece in lonvertibk currency I his too is 
a hciary cenlial Asian custom, the expres 
Sion, hamhf-t^n is itself of central Asian 
origin 

Walking uji and down on both side' ol 
the street is nom theless a game ridu nlous 
ly easy to pick up. and by any party The 
central Asi.in rej llbllt^ wc want to beliiciid 
again I Muslim fundamentalism do not 
mind btinj t, i-time lundaiiicntalists 
themselves I hes want to keep then op 
lions open, >oiiu of them have applied for 
nitmbcrshiji oi ihi-Oiganisaiion of Islamic 
< I'lininc >T I It ol the Islamic I cono 
mil < ouncil > oil the wise prim iple that 
it you cannot heat them, join them 
Uiiliki the philosophers infesting Indui, 
this art a prannatic lot in case the oiilv 
way to save themselves from fundamcn 
lalism IS to t in brace it, why, they will not 
mind i lia'igtiij the colour of iheii ensign 


CIVIL LIBERTIES 


I \ I N to iliosi (Iikc this writer) who sup 
poit ally a It III < nt of the border quc' 
non with ( lima .ind good relations with 
that loiinti' It must comcasashock that 
India I OIK itided s sordid deal with C hina 
at Vienna to prc'cnt a joint front before 
th' wtsitituountiies The implications ol 
such ,1 pan ue startling 
I he hidiar / s/iress of June 18 earned 
tins PI I n jK>i t t(om Vienna, “India and 
( hina have jpri td to unitedly oppose im 
pc’sition ol a western concept of human 
rights on devdof'ing countries An under 
standing to this ctlect was reached during 
a meeting between the minister of state m 
the pnme inimsicr’s office, Bhuvnesh 
(hafuivodi and the Chinese deputy 
foicign minister I lu Huaqui at the World 


Such nealpotiiik should not aciuaity 
scandalise the mandarins in New Delhi, 
who have of late developed a taste for the 
fice market Once the world of ideology 
lecetles into oblivion, the market principle 
begins to hold sway in each and every 
sphere Soccci players ate known to sell 
themselves to the highest bidders Iwu 
decades ago lacquelme Kennedy ex 
changed her status from that of American 
presidemial widow to that of bedmaic to 
Aristotle OnasMs icponc'dly for a cool one 
billion dollars, with a couple of yachts 
thrown m These are prime examples of 
the letting the market decide diKtrine In 
case vou arc without a pcimanent ideo 
logy vou c,in then afford to be without 
pc imancni tnciuls as well you sell lo the 
highest biddei To desc iibe this ambience 
as lack ol mor.il priniipics is fiddlesticks 
Piinciples ate 1 picxiuct ol ideology, one* 
you aie berth ol ideals you cannot 
evidently tall batk on principles Kathci, 
vou drill <rc>m britzyal to betrayal, you 
betray and arc heit.iyed in turn Mikhail 
(lorbai hes lor one can taki much credit 
fin the imiijciiic ol 'his world sans 
moriliiv Ik his mcctdtd to iricapsutau 
in Ills lutiruiics the pint of the times 
He now ,tJvtrn,es himscll as a frcclaiiic 
stall sman V'li» in fnrt Inin whaievei the 
cause, if soil pas hi'ii right ft wll do an 
cucl'citt io‘i on your beti.ill Did he not 
breakup so siili'ididty Stalin’s abomi 
liable «mpirt ’ 


Muinan Rights c err Ir reucchere C hatiir 
vedi laid iht lndi„n .md f hincse dclega 
lions also opjMisc J tin cieatKin of the post 
ol .1 United N,ii,uns Tiumaii Rights C om 
nii'sioncr Both feel that the new post 
would bt a hindrance to the functioning 
ol the United N.iiions secretary general, 
result in Ih. overlapping of fum lions o/mJ 
interfere in thp \overeipr working of 
nunont' What a pcrloiiiiance by India 
at the UN NV.mIiI C onkrerue on Human 
Rights' 

lo begin with it is strange that an 
‘understanding of this nature or for that 
niairer of any kind should be concluded 
by ,omc one in the prime minister’s of 
fice rathei than by an official of the 
ministry ol external affairs Secondly, 


Iiidia-dhina Pact on Human Rights 

\ (> Nuorani 


ludta >>igncd j sordid pact with China on the jssut* o/ hurnan 
ni'ht* bet ditsc it is opposed to the setting up of UNURC office 
on the spiniOiis giound that it would interfere m the “sovereign 
t^oikiiif; of nations”. The implications of the pact are startling 
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iiMMi uia ciiifui nave two basically diF- 
ferent political and social systems due to 
basically different political ideologies It 
will not do for any one, whether Bhuvnesh 
Chaturvedi or even the PM to prattle 
about the “western concept of human 
nghts*' The chapter on fundamental 
rights in the Indian Constitution is very 
much based on the western particularly 
the Anglo Saxon, concept of human 
nghts Oui Supreme (ourt and high 
courts freely draw on Biiiish American 
Australian and Canadian case law ( hincst 
courts function differently 

Thirdly, the sohcitudc afxiut the smooth 
functioning of the office of the UN 
secretary general without the overlapping 
authonty of the UN’s High Commissioner 
for Human Rights will fool nobody I he 
secretary general has noi complained 
Why are we trying to b< more royalist than 
the king' 

But the <at doc'- not taki long to lomt 
out of the bag fin truth is that 'ndia 
decided to make (oninioii can a. w.ih 
China because ii is opposed to the csia 
Mishincnt ol ihc offuc of tht UNHR< on 
the spurious ground that it would in 
terferc in the soveitign working ot na 
lions” it would do so no aorc than dues 
the UN Human Rights ( ommiiii c set up 
under iIk inla national ( ovenani on ( ivil 
and Political Rights which India has 
ratified India is boi nJ to submit reports 
to Ihc committee on ns obstrvanct of 
human rights 

it IS puerile to defend Indus dismal 
record ot huni in rights though it is het 
ter than that of anv othei third world 
(.ountn - by thus belatedly takcig shelter 
under the rhtione uscfl by dictatorship 
in the thud world Human rights are not 
an impediment to devt lopineni The right 
lei property c<a be if constiued in the 19th 
century spirit But we do not need child 
laboui Ol forced laboiii or bonded labour 
foi dcveiopmcni 

Incidentally while berating N<iOs like 
Amnesty and Asia walth for their eriii 
Lisnis of India s lecoi I the gosernment 
of India responds ^almly to the US 
government s annual C oiinii v Report on 
Human Rights’ which his a chapter on 
India The latest repoit published recently 
has sharp comments on India It is too 
late in the day for any countiv to chal 
Icngc the established principle that respect 
for human rights is a maticr of interna 
tional concci n 

Consider the lollowing portions of the 
US report Can the government contest 
:he facts it sets out' 

The government (of India) estimates that 
there jire appioxiniaiels a quarter of a 
million boncM workers in I iidia ol whom 
223,108 had been “rchabihlated by March 
31, 1992 Other sources including the 
Bandhua Mukn Morelia and (he Oandhi 


Peace FMindation, however, estimate the 
nunrtier « 10 tunes the government figure 
Private and autonomous soaal organisa 
lions, such as trade unions the council for 
advancement of peoples action and ruial 
technology, and action for wcifair and 
awakening attempt to idintify e,ists i f 
bondage and pursue them with I hi ippio 
priate officials Howevei ever with (hi 
(er CO ordination and ineiessed itsouuis 
to eeniral and slate go cn i eiil ilie 
eiadication ol hondrd laboui is [ii> 
seeding slow Is 

Minimum Age Jor I mploxmtt ot 
C hlldren 

Artiele 24 of I’le Indian e oiistitunon 
prohibits einpinvment ot (hildren umlti 
14 years of age in lacloiies niitit oi in 
other ha/ardoa empioynieni A.rM i( 1'< 
c ncourages suies lo pro'idt be* ands mi 
piilsorv education (oi all eliildttii up to 
ihe age of 14 Hoisivu (hesi loi iii i 
iional provisions have lud It ili iini i i 
As in the east* of bonded laboui ih< eii 
iral government often I lames ti ilid 
jurisdiction wtih stite govcinn tit li > iis 
inability lO curb he priiliei I'ov its 
social accept inci and the tiiiuie oi siati 
governmenis to make piiniais i hool 
education conipulsoiv in ikc child labt ni 
ail especially serious pi ibh ii \ei irdiip 
to a labour minisliy suney one out ol 
four Indian children between ihe igi o 
5 and IS IS working Cioverninent statistics 
pul the total at 17 5 million in I98S Othei 
figures including those iitedby IIO put 
It as high as 44 million 

On kashmii the US repot i sav 

Human rights tbuse> b> both inilitanis 
and seeufity torec>eontiiui<d iinabitid in 
lamniu and Kashmir India only Mu Imi 
majoiity state fhe Muslim jiopulatioii in 
kashmir valley has bfiomi seserely 
alicrated both by the eential (ovi i nnicni 
because ol Ihe repressive lailKs iis'u bs 
Its foites to combat iiisurgiiK> is well i 
by the mititanls <ur acts ol wanton 
violence sometin es diicetcd at inniKcnl 
civilians Hundreds of *1 n irid i * 
Indian army and parainililii y ti ne re 
main in the staie to in iint tin law nut 
order and cheek the mililanl upjiaiisi 
movement Undii the laniinii uid kasfunii 
Disturbed Areas Act and tht A mid 
forces (Jammu and k? Intirl S| i 11 
Poweis Act, both passe 1 in Inly IWf 
security force perscnml ii e sweep ii( 
powers, including at iheints to fiooi to I ill 
suspected law breakers or di t rbiis ol tin 
peace and to destroy siiiiitnrc susoeited 
of harbouring militants oi aims 

Paramilitary and aiii.y itivts used ex 
cessive force against mass gath' rings as 
well as in retaliation against atiaeks on 
them by armed militants On May S 
security forces killed four by standi rs and 
wounded seven when rciurnint m <> 
militant attack on a motunade aecompa 
nying the union (ommunii aitons tnirnsu r 
111 Srinagar Kashmirobserveis lepon that 
house to house seaahcs tor tun and gang 
rapes of innocent civibans (r pciiallv in 


remote viilaget) increased ibliowing the 
launch of Operation Tiger and Shiva by 
see unty forces in September and (Xtober 
I hese operations tepoitedly involve mien 
sive loidon searches laige scale burning 
ol homes and businesses suspected ol 
iiding niiliianis, and faked encounter 
killings ot miiitants in police custody On 
CKuibe I nine people in end around a 
"in noith ol Sopore wen itportedlv 
Killid and (hice women (ineludiiig a 
till yiai old and ai 11 v< ai old) wtert raped 
lol'owing I nnlitani aliaik on an arniv 
I invDv oni halt mile awav in which a 

I iiiv forie nieiiibti was killed Homes 
iiid s ittli leporicdlv win huitied and ap 
pits iiiinilv haive (id w«fe destroyed 
k ish iiiris allege snunty foier< steal lood 
niimts and peivonal pro|xit) kashmin 
liiiiii IP light a* tivisis rt|)or( that inc'diial 
pi rs mill I alsii havi htin the largeis ol 
'III me Ihi iiietian (ovinimeni ripoits 
I hit III Kashmir U aims and iiaiamilitaiy 
I isinmi win impiisoiud ('7 leeeivee’ 
y rtiii L III om nionih oi tis ) IK win 
I II s ed and 4S win demiittd oi lepii 
iiitndid liifhiiijib lyoliuineii wiie 
it iiisy d Mid 7S wen piimaiiinlv nmed 
1 I till i easts iiiioi otiicii wen given 

I il lilt me j 

t leepl foi guiitint t bin f visit m 199(1 
Iht roviinineiii ha le isled oilers hv the 
In'irnitiunal (.omniitiii ot ihe Red< ross 
III visit Kashmir in order lo monitor and 

II pi>ri Ionfidenli illv on pii on londiiions 
iiid (leatniciit of eiviliiiis 

Mililanl > maiiiiaimd a eigri of (erroi 
in 'hi V illey thtoughiml the yiar (irgeting 
Cl unty forces peisonnel public empio 
yeis supposed poliei infinmris mcmhirs 
oi iival groups and orheis petieivid as 
op|H) ing their laiisi Ins iriablv inncKcni 
iiviitans wire caught up in Ihe violcnie 
On October 7 for iiisiaiKt H people wen 
killed and about 50 injured whi n a bomb 
lilt gt dly placed by militants destroyed an 
y\ n rowded bus in lammii Militants 
n ciinelv planted bombs in and aitiund 
IP liiarv and paramiliiai y insi illations as 
wed as at bridges mil lommuniiaiinns 
taigcts Militant groufis kidnipprd do/tns 
ol govi rninent officials tamily members 
il pionnncnt politicians and businessmen 
killing ome ol them Kashmiri militants 
unlitr ihtii lounterpurts in Pun/ah han 
n ; louliml) engagtti in mass killings 
1 ties li o carried out extortion and pio 
lietion rackets 

Vei by anv account tht seeuiity loists 
his jKrpetratcd in kashmii outrages ol 
Ihe find unheard ol m I'linjab selling 
III! lo houyts 
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L.ifjninjbni lAKY 


Revisiting the National Literacy 
Mission 

Sumanla Huii«'rj4(> 

The cxpeuitice ol Ihc NMioridl litcrdiy Mnsion scnc^ to 
underscore thdt soaal activists who seek t6 list the ‘deniocratu 
space' 111 state patronised profiiammcs wi// base to develop an 
autonomous interventionist potential that can aistain then 
activities even if, or sshen, the 'space' is withdrawn from them b\ 
the government Much of the success in developing new stiategics 
of partiapation in the process ol transloimnn rural society 
depends on the ability to map the space asailable in diflercnt 
projects This mapping is necessarily a c ritical exercise and is 
different from acts of submission or co optio. 


IHI n*tent (Ittision ol he Union Mims 
try of Human Re^onic e I )< vc k (inu ni s 
Department ul Ixiiication lo stt up a coin 
mittee o< experts lot evaluating tht lotal 
literacy Campaigns (IIX si launthiil 
under the National I ittracs Mission 
(NI M) since the pei khI |U9l)-9l meets tht 
long overdue need tor a thorough sttKk 
taking exerti!« Both the eiiphoiic claim' 
about the suscess ol the progianime made 
by some of the district* and the mogivings 
voiced by a section of the press and eduta 
tionists <)uestiuning ihost claim % requin 
a serious investigation 

One also hopes that the loinrnittct ton 
fronts some ot the larger questions that 
have arisen fiom the Nl M cxpeiiments 
during the last tiwo yeais ( an liteiacy 
alone- divorced from a siniultaiitous 
radical transformation oi the rural *ocio 
economic system suctttd in iniprovint 
the ‘economic slat us oi lh« pool, a 
claimed by the NI M ’ While iht gosi <n 
men! IS promising III (mpower the pom 
with skills to improve 'hen ‘geneiai will 
being’ through ‘lunctionil literacy, why 
IS the same govemmeni empowering ilit 
enemies ol the poor with urifeitered rights 
to exploit and oppress ihemi Is this ton 
tradictory apprciath in otficial [loluits 
and practite a case of inadvertence the 
left hand not knowing what the right hand 
IS doing > Or, is the government 'tying to 
lull our people with the message of literal's 
as a soft educatioiial aibstiiuic for the 
hard option of a jiolitical struggle to so! t 
the country's maior social and economic 
problems’ 

A brief lecapiliilation ol thf Nl M oh 
jectives and a general review ol its oui 
tome till now can help us to locate th< se 


questions in il ir right yiei'pcctivc ' aun 
ih(d ii> Pldg a ont of ihosi iiiiKti [luhli 
tistii mis to I ot the late Kajis (landln 
Ihc Ni M aini' (i at impartiiii> tom lion il 
literacy to aitxind 80 million illiltratc i'h.i 
. ons in Iht I*! f age group by hWS I atci 
the ) 14 ig( gn up was also included, lais 
ing the taigtl by aiiothii 47 million 
lunctional hit racy’ impiictl fm them (ii 
acliicviiq silluliantt in liltiacy <iiid 
nu.ituacs vur becoming ivviii of tiv 
Cellists ol till II depnv.itiun and mo’iiig 
towards an ch nation ot then condition 
through oiganisaiion, and participation 
111 'lie proci Si oi development, (in) acqiin 
mg skill* lo II iprosi the ciuiioiiiic status 
and general will bring (iv) imbibing thi 
values of iiatKinal integialic >i, lonsersa 
tioii of the imnonment, women’s iquah 
tv obst rvanic ot small lamil) noim lU 
I h( diitalio it the initia) literal v pro 
giainmt wa to be of 2(K) hours sprcao 
ovti five to SIX months Ihi* was prcccd 
cd hy a long campaign oi rnct'valiiig the 
would he learners and recruiting volun 
teer to teach thiin through eiisironiniiii 
building and mobile lultuial pcifoi 
nianecs kesomet tciilrcs wtr< set up in 
slates and at district levels coiisisiing of 
s{iecialisis III niult eduiatior to fishion 
model pMiiurs tor the learners flu iniiiil 
programme ol 700 hours know n as iht 
lotal 1 ilcrais ( ampaign (IK) was to 
he followed h* a Post I iteiacs C amiiaign 
(PI ( ) a* a p ut of (he continuing idin a 
tion pioccss ‘or the nco litciaics 

Tht distriit was chosen as the basic iiiiii 
0 * ofieia'ion aatc govtinn tins wtit fki 
suaded to tx ar >ne third ol the total lOsi 
of the 11 C s in selected disiiicts o» then 
states, the rtq to be borne by the Nl M 


District literacy < ommittees were set up 
headed l>y ther oHcctors, followed by sub 
committees at the block and village levels 
Panchayat rcpiesentativesand activists of 
voluntary organisations were made mem 
beisof these committees Irom 1990 on 
wards l.teracy centres started functioning 
in most of the selected districts The 
leaiher student ratio was fixed at 110 The 
Nl M ckiiord that at the end ot the 200 
hours of tcaclung piogrammc, institutions 
of s'Hial SI icnce researrh, universities and 
voluntary organisations would he invited 
lo undertake sunimalivc evaluation of the 
fuiiitional literaly acquired by the 
*tudcni* 

fill Ol 11 DMt 

Aiiordiiig lolhr Nl M about KO IIX 
intl42PI( piiqc is had been sanctioned 
in leUeleil distncts an 1 blocks m 18 states 
and three uinc'ii leiMlorics so far (till May 
thi vear) 

Xmonc the positive itsiills one notes 
a g( ncial rise in Ihc cnrcilnieiu of children 
(ol the nco litcnli s) in primary schools, 
wiilci acccptanei of the immunisation 
piogrammi and a growing desire for 
litciacs among the scheduled tribe people 
and women (Muslim women in parti 
lulai) in suc< esslul IK districts 

But leixiits from othei distncts indicate 
certain disturbing itends I irsl, although 
the piogiamim has lun for well ovc' a 
year m several distncts (where the literacy 
campaign has obviously been extended 
bcyo.id the original six month 200 hours 
iclicdiiie) iheit performance level still re¬ 
mains below 20 per cent of the target, or 
they have not reported at all While half 
oi iheiii ait 1 uiii (lie hiitdi speaking 
aieas ihr low literacy states of Uttar 
Pradesh, Madhya Pradesh, Rajasthan and 
Bihar (wliea the average literacy rates vary 
from T8 pci tent to 4T per cent), the rest 
arc from Andhra Pradesh. Karnataka, 
Maharashtra ana lamil Nadu In at least 
two distiKts (Tumkui in Karnataka, and 
Mcdak m AnJhra Pradesh), fresh grants 
aie be nig released to salvage the TICs 
under Operation Restoration’ 

Seuindly veiy few among the doliivts 
at I) i end of their i I C progiaiiiines, ap 
IKa to hav> gone in lor a summativi 
evalujlio.i by any external agency as en 
Msagid by the "-'I M Several district 
aiitlK/nties had approached the NLM with 
claims ot having achieved total literacy on 
ihf basis of jome internal evaluation’ and 
sought ajipiovat and liiiancial assistance 
I ir launching the PK Ihere are sufti 
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of districts where the PLC had been sanc¬ 
tioned, the backlog of illiterates continues 
to outnumber the neo-literates, in Nar- 
singhpur in Madhya Pradesh for instance, 
while the district authorities claim an 
achievement level of over 50 per cent ex¬ 
ternal Valuation has revealed a level that 
is much lower. Shimoga in Karnataka wa.s 
declared totally literate by the stale’s chief 
minister in May this year, while the latest 
external evaluation report shows an 
achievement level of 45.46 per cent only. 

Thirdly, even in some districts—like 
Burdwan—where external evaluation by 
experts had confirmed that 60 per cent to 
80 per cent of the illiterates had reached 
the NLM norms of literacy a year ago or 
so, there arc disquieting signs of a relapse 
among a large numbei of them. This 
could be due to several reasons—lack of 
interest of the district literacy committee 
in pursuing the PLC seriously; inability 
of the instructors to sustain their volun¬ 
tary efforts any longer; inadequacy in the 
level of literacy acquired by the learners; 
or a long gap between the end of the TLC' 
and the launching of the PIC, making it 
difficult for the neo-literates to resume 
practice. 

Fourthly, political and economic hurdles 
have come up as serious obstacles in the 
path of the literacy campaign in some 
districts. In Kerala, the Congress govern¬ 
ment soon after coming to office suspend¬ 
ed the literacy classes—on the plea that 
the organisers of the literacy campaign 
during the earlier Leftist regime were guil- 
(y of corruption! Although widespread 
criticism of the Congress government’s 
partisan politics forced the authorities to 
resume the literacy classes after some time, 
the break in the continuity of the pro¬ 
gramme meant that many learners had to 
start all over agdin from the beginning. 
Similarly, in Andhra Pradesh, although 
the government finally conceded to the 
popular demand for an end to arrack auc¬ 
tion. its earlier foolish decision to 
withdraw textbooks and stop publication 
of broadsheets for the neo-literates (in 
retaliation against their anti-arrack agita¬ 
tion) disrupted their learning process. 

The economic hurdles are more diffi¬ 
cult to cross and have far-reaching effects 
on the literacy campaign. In Pudukkottai 
in Trinil Nadu, which has had a successful 
total literacy campaign in the 9-4S age 
group, the next phase—the PLC—is now 
facing a threat because of the severe water 
crisis there which is forcing the potential 
learners in the PLC phase to migrate to 
other places. This implies not only a 
relapse among the adult leatners, but also 
a setback for their children who were 
about to join the schools. In the inaccessi- 


even before any talks of literacy campaign 
can be initialed, immediate problems of 
survival, like starvatioh, lack of drinking 
water, dearth of medicines and health care 
need to be tackled first so that the poten¬ 
tial learners can, to start with, find 
themselves in the necessary physical and 
mental shape to attend the literacy classes. 

Given this ground reality, it will be qinic 
a job for the commute*.* of experts lo 
penetrate the opaque screen of the bureau 
cracy and gel down to "analyse the esti 
mated number of persons made literate b>’ 
gender, age groups and social groups’- 
onc of the objectives .set before the six- 
member expert group for stalus-cum- 
impacl evaluation of TLCs. 

.ScoPtOF InvfstioAtion 

Among other things, the committee is 
expected to measure ‘the outcome of 
literacy campaigns among learners and 
participants with respect to prescribed 
level of literacy per NLM norms'; ‘the pro¬ 
cesses and effectiveness of environment 
building, mass mobilisation through mass 
literacy campaigns’; ‘involvement and 
partnership between government bodies 
and voluntary groups in literacy cam¬ 
paigns’; ‘duration of implementation of 
the campaign with special emphasis on 
the duration of leaching/learning’; 
‘resources available and mobilised for 
mass literacy campaigns including the cost 
effectivenm of the campaign*; and—more 
importantly from the wider socio-political 
point of view—to study and assess the 
fallout and impact of the literacy cam¬ 
paigns on related socio-economic develop¬ 
ment programmes, such as primary 
education, health, nutrition, family 
welfare, gender sensitivity, women and 
child development programmes, national 
integration, etc*. 

While an evaluation of the quantitative 
dimensions of the TLC experiment (e g, 
‘number of persons made literate’, ‘pres¬ 
cribed level of literacy per NLM norms’, 
'duration of teaching/learning’, 'cost ef¬ 
fectiveness ot the campaign’, etc) is surely 
necessary, an assessment of the qualitative 
impact of the experiment on the learners 
as well as on those ii volved with them (in- 
cludii)g the instructors and the administ¬ 
rators at the various levels of the system) 
becomes essential in the axntcxt of the 
NLM concept of 'functional literacy' 
which envisages assertion of rights by the 
neo-literate poor through organisation, 
and their active role in crucial issues like 
national integration and movements for 
women’s equality. 

From a purely taiget-oriented, statistical 
approach, literacy can be recognised and 


(itude in the three R’s. The aWlity to write 
one’s name for the purposes of the cen¬ 
sus may produce a sharp rise in the na¬ 
tional literacy rate (52.1 per cent in 1991). 
But is it enough to effect those changes 
in the personal beliefs of the individual 
learner and in group behaviours that are 
expected to help the shaping of a quali¬ 
tatively different society? As a I9lh cen¬ 
tury British observer aptly pul it: 
“Reading and writing are no more know¬ 
ledge or education... than a' knife, fork 
and plate coastitute a dinner...[They ate 
the] tools for gaining knowledge; they 
arc not crop, but plough and harrow” 
(W B Hodgson in Tmnsaciiom of (he No- 
lional Association for the Promotion of 
Social Science, 1867). 

In a large number of TLC districts, the 
administration appears to be contented 
with providing the learners with just the 
‘plough and harrow' without suggesting 
to them the ’crop* of knowledge that can 
be cultivated with the newly acquired 
tools. In fact, there is a general feeling 
among the administrators that the TLC 
should concentrate only on imparting 
alphabetical and numerical literacy and 
reach whatever targets have been fixed by 
the government, and leave it at that— 
instead of extending it to ‘functional 
literacy* (i e, making the learners aware of 
‘the causes of their deprivation’, ‘values 
of national integration, conservation of 
environment*, etc). At a meeting of district 
collectors in Delhi some lime ago, which 
this writer attended as an observer, several 
participants—mainly from the then BJP- 
ruled states of the Hindi belt—expressed 
their reluctance to introduce topics like 
anti-communalism and anti-casteism in 
literacy centres, as it might lead to ex¬ 
plosive situations! It was quite obvious 
that thpy did not want lo draw the ire of 
the ruling politicians. 

In some districts, where a few enthusi¬ 
astic collectors and volunteers did dare to 
introduce lessons on economic problems 
and social issuK, it indeed led to "explosive 
situations’. Chitioor and Nellorc in 
Andhra Pradesh are cla.ssic examples, 
where lessons describing women’s mobili¬ 
sation against the sale of arrack acted a.s 
a catalytic agent in spreading the anti- 
arrack movement which had earlier re¬ 
mained confined to a few districts of the 
state. When life really began to imitate the 
lessons, the ruling Congress party and its 
leaden (many among whom themselves 
were arrack-contractors) forgot their late 
beloved leader Rajiv Gandhi’s NLM and 
its commitment to 'functional literacy’, 
and rushed to withdraw the ‘explosive’ 
lessons! 
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Limits to ‘FuNcnoNAt Litehacy’ 

Thus, ‘functional literacy’, if taken 
seriously and followed to its logical extent, 
poses a threat to the ruling powers, ir¬ 
respective of their political hucs—wheiher 
they belong to the ('ongrcss or the BJP. 
They can switch it off and on. depending 
on their interests. District authorities and 
voluntary organisations involved in the 
NLM’s literacy campaign are therefore 
perpetually nagged by uncertainties; how 
far will the l:.stablishment allow ‘func¬ 
tional literacy’ to be translated into ac¬ 
tion? And, in what way? 

It would be interesting, in this context, 
to watch the fate of the TlX.' in Fai/abad, 
which was recently approved by the NLM 
etccutive. It will be launched soon with 
the ‘twin objectives of spreading know¬ 
ledge and secularism’, the idea presumably 
being that literacy will change people's at¬ 
titude towards the restoiation of com¬ 
munal harmony in Faizabad (along with 
its twin town Ayodhya). This approach 
raises several problems. 

First, the district administration of 
Faizabad, as it is well known.^ has ac¬ 
quiesced in the construction of an illegal 
religious structure on the site of the 
demolished Babri ma.sjid. This act of of¬ 
ficial complicity with the Sangh parivai 
is in total violation of the ideas of 
‘secularism’ as well as the taws of the land. 
If the TLC in Faizabad seeks to inspire the 
learners with ideas of communal bar 
mony, shou>d it not as a part of 'func¬ 
tional literacy’, help them to identify those 
who are reinforcing communal tensions by 
illegal acts (in this case, the district ad 
ministration in collusion with the Hindu 
communal outfits)? How can the people 
take seriously a literacy campaign claim¬ 
ing to spread secularism, being presided 
over by a di.strici administration which 
itself is guilty of subverting secular values? 
If the learnas in the Faizabad TLC - 
initiated into ‘secularism—dare to ques¬ 
tion the palpably un-secular acts of the 
district administration, will the latter treat 
it as a law and order problem (as happen¬ 
ed in Andhra Pradesh during the anti- 
arrack agitation)? 

Iricidentally, even before taking off, the 
proposed TLXr for Faizabad has run into 
trouble The district collector who submit¬ 
ted the TI.C proposal to the NLM (and 
who was reputed to be committed to its 
implementation) has been transferred 
because he refu.sed to allow the godnian 
Chandraswamy to hold a 'yagna—yet 
another instance of political pressures 
from the lop that intcrfeic with the laun¬ 
ching and functioning ol fix's. The fate 
of the Faizabad TLC—oiiginally schedul¬ 
ed to start from .Inly ihis yeai—-looks a 


bit uncertain now, what with the appoint¬ 
ment of a new colieclor and the changed 
priorities of the district administration 
which at the moment appears to be more 
concerned with ‘yagnas’ than literacy. 

Secondly, although Ayodhya had been 
the nerve centre ot the recent communal 
tensions, the majority of the Hindu com 
munal fanatics who demolished the mos¬ 
que came from outside Faizabad. Is it not 
more important to instill the values of 
communal harmony in these people from 
among whom the Siangh parivar recruited 
the ‘kar sevaks’? Or, in Bombay, Sural, 
Bhopal and other places where the local 
mobs backed by a considerable amount 
of public support massacred innocent 
people? 

Finally, can a literacy campaign per sf 
make people secular-minded? Arc oui 
political leaders (most of whom aie well- 
educated and claim university degrees), 
less communal, less casicisi, less 
obscurantist? Has the gift of literacy made 
any differenLC to the thinking and 
behaviour ot the Advanis and Miirli 
Manohar Jos his? 

iNHLRt-.NT TFNSION 

This brings us to more fundamental 
questions. Is it ‘functional literacy’ that 
motivates the ))eople to become ‘aware of 
the causes of their deprivation’ and to 
move towaids The amelioration of their 
condition through organisation’? Or, is it 
the other way round? 

There is a tension between >hc idea of 
making iiien!i7 the kingpin in social 
transformation on the one hand, and that 
of placing It as one of the many essential 
components in a holistic programme ol 
socio-economic transformation on the 
other. The first idea implies an elfori to 
solve certain socio-economic problems in¬ 
directly ihtougli literacy instead of directly 
through politics. This tendency places 
enormous burden on those carrying out 
the literacy' pi ogramme and creates inor- 
dinaic hopes and expectations among 
them. 

As is happening in a large number of 
TLC districts at the initial stage, the 
organisers tend to cast education as a 
leading weapon in eveiything- from the 
war on poverty to the fight against corn 
munalism! In the environment-building 
campaign (an c.ssentiai part of the pie 
pa,atory woik for any TLC), they come 
up with simiilistic messages suggesting 
ihat once the poor get literate, they will 
gel their minimum wages, medicines and 
health care, better jobs. etc. There is also 
a tendency among them to equaie illite¬ 
racy with Ignorance and regard the il- 


litmfe as a sick per$on wild tieeds to bo 

cured. 

While it is undeniable that the acquisi¬ 
tion of literacy makes the illiterate peo¬ 
ple more aware of the mechanisms of the 
system that deprives them of power, and 
helps them to conceptualise this aware¬ 
ness, It IS to be admitted at the same time 
that incapacity to read and write has never 
been an impas.sablc barrier against parti¬ 
cipation in political struggles and socio¬ 
economic movements by the illiterate. In 
tact, in several areas where the recent 
literacy programmes have taken roots, it 
has been found that it was these initial 
snuggles and movements that paved the 
way for the popular acceptance of literacy 
classes. Literacy in these areas—often 
under the aegis of political or voluntary 
organisations—came in organically in a 
process, in the course of a movement for 
.survival, when it became the felt need of 
the adult learners. It is often forgotten 
that the anti-arrack agitation had started 
in Andhra Pradesh long before the TLC 
began. The controversial lesson in the 
primers in the TIC merely reflected the 
surrounding reality. The learners, already 
aware of the struggle, were quick to res¬ 
pond to the lesson, in Pudukkottai in 
Tamil Nadu, it was the mobilisation of 
women quarry workers to run their own 
quarries that created the motivation for 
learning among these women who felt the 
need for writing accounts, fighting the 
contractors on their own terms and 
strengthening their economic and social 
position Similarly, the success of the 
literacy campaign m places like Kerala, or 
Buidwan in West Bengal, can be explain¬ 
ed to a large extent by the already existing 
high I'cvel of political consciousness and 
critical awareness that had developed 
through years of organised peasants’ 
movements. Tiii.s could have created the 
social basis lor a felt need for literacy. 

Thus, the alternative concept— 
mciniuned cai lier—of recognising literacy 
as one ol the many essential components 
in a larger programme of socio -economic 
transformation (in.stead of investing it 
with the almost supernatural capacity to 
bring about decisive changes), allows 
literacy to gain easy access to the poor 
huusfliolds. ii becomes a comrade-in- 
arms to the exher daily concerns and in- 
icicsts of the I'oor— the need for food, 
iiiininiuiii wages, better health care, 
empknmciii—which dnvc them ‘towards 
amelioration of then condition through 
organisation' and struggles against the 
oppressive powers. 

This concefit, tor various reasons, may 
not find favour with administrators and 
policy framers w ho in their excessive haste 
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as a convenient instrument for showing 
quick results, or—at a political level — as 
a safe substitute for mass militant actions. 
The latter motive becomes clear in an of¬ 
ficial report on the TlX' in the Naxalite- 
affected district of Nizamahad in Andhra 
Pradesh. The report stales ihai one of the 
‘broader aims of the campaign' is: “how 
are they [the learners | going to fight 
against extremist thinking and action”, it 
then goes on to say: "Wnh the Naxalites 
on one side and the literacy inoveinent on 
the other, there is a clear perception before 
pieople whether they want a violent revolu¬ 
tion or a silent revolution for bringing 
about the much-nceded change in the 
state of affairs. Literacy is perhaps going 
to be a better weapon foi people to fight 
for their right s and ideals, maybe also an 
enabling faclor for performing their duties 
as citizens" (Literacy Mmion, Vol XV, 
No 3, March 1SI92, New Delhi). 

The emphasis on ‘pci forming their 
duties as citizens’ is significant in the (on 
text of Andhra Pradesh. While Iileiacv is 
being sold to the people as a ‘fK-tier 
weapon to fight for their rights and ideals’, 
when they really fight tor their rights (as 
they did during the anti arrack agitation), 
the state comes down he.'ivily ujion them 
to remind them of their ‘duties as citizens’. 
Is literacy then expected to provide a 
deferential labour force"' 

Similar questions can be raised about 
the relations between ‘fund lonal literacy’ 
and the anti-oomniunal campaign in the 
present socio-political context if a com¬ 
munally surcharged environ rnent is allow¬ 
ed to be built up all over the country by 
the ruling powers—both at the centre and 
the states (as happened during the Ayodhya 
crisis)—^will mere lessons on national inte¬ 
gration help the neo-literates to resist a.nd 
conquer such an environment? While the 
primers in the literacy centres may urge 
upon the learners to get rid of religious 
piejudices and obscurantist beliefs (to 
which communal feelings are closely link¬ 
ed), the ministers at the lop reinforce these 
same prejudices and beliefs by paying 
visits to Shankaracharyas and godmen 
and seeking their blessings, by kowtowing 
to the charlatan ‘sants’ and ‘mohants’ of 
the VHP and the gangsters of the Shiv 
Sena. What .sort of an example has been 
set for the learners by Arjun Singh himself 
(whose ministry of Human Resource 
Development has taken over the respon¬ 
sibility of bringing enlightenment to the 
poor illiterate people through the Nl.M) 
who in February this ycat went to Bhopal 
to attend an ‘Ashwamedh yagna’ where 
firewood and ghee costing several lakhs 
were wasted on the hocus-pocus? Do such 
actions of their ministers help the learners 


iitti/si/v vAivva amv viLr<i.wi 

vation of the environment’ (one of the 
aims of ‘functional literacy'?) While the 
tribal learners in the TlX districts arc 
reprimanded lor collecting fiiewood (one 
of the major sources of their livelihood) 
on the ground that ir destroys forests, the 
Hindu rehgisHts quacks arc allowed to do 
the same for the luxury ol a ‘yagna’ to he 
watched by a minister! 

Whether in the aiea of ‘geneial well 
being', or of 'national integration’, the sin.- 
cess of functional literacy depends on the 
political'Will of the Indian leaders to ef¬ 
fect radical change*, in economic relations, 
pesonal beliefs, individual and group 
behaviours and the functioning of the nia 
jor instiiutions (the latter having lost all 
credibility among our people). .Since that 
will IS lacking, the Nl M concept ol lunc- 
iional htcrac 7 will keep floundering in 
practice. It faces resistance from the very 
power structure on which the government 
(which constituted the Nl.M) rests 

pRdM ‘I l'NC tIONAl LITI.RAO' K) 
i-K IUlNAI LIIERAC'Y’? 

If we leave out the qualitative aspects 
of functional literacy, and try to a.s.scss the 
quantitative achievements of the TlX's in 
terms of imparting |ust the skills of lite¬ 
racy and numeracy, the picture is no less 
gloomy. 

As we mentioned earlier, in many div 
tricis the target reached so far is less than 
?() per cent, the number of illiterate peo¬ 
ple continue to constitute a substantial 
backlog in spite of more than a year of 
TIX, and occurrences of relapse had been 
reported from some districts which were 
declared totally literate. 

lo go back to the beginnings, the NLM 
sanctioned the TlXs in these districts a 
couple ol years ago (1990-91), following 
submission of project proposals from 
representatives of the district administra¬ 
tion. They a.vsured '.hat there were enough 
volunteer teachers available to take care 
of the learners, that the learners were 
adequately motivated and that the func¬ 
tionaries had been well trained to conduct 
the literacy centres in their respective 
distiicts. 

But after the sanction of the projects, 
the campaigns did not progress according 
to the calendar ol events drawn for the 
projects when pre.sci)ted before the NLM 
e.xecuit\e. F-ithei the literacy centres could 
not take olf on the scheduled dates, or 
even if thc'y did. they could not stick to 
the schedule Natural disasters like 
droughts or floods in some districts, and 
elections, communal riots, harvcstirig and 
sowing in some other districts, interrupted 
the clas.ses As the classes had to be 


schedule, the enthusittsm of the volunteers 
as well as the learners waned, and many 
dropped out. In some areas, the volumeens 
were not properly trained and failed to 
motivate the learners, which affected 
adversely the outcome In fact, by the end 
of 1*)9I, the Nl M executive was already 
apprised of the situation and it felt that 
ihe lag was mainly because of the fact that 
adequate preparatory work had not been 
done belorc the projects were sanctioned. 

Meanwhile some distiicl.s and states, 
like Burdwun and Pondicherry, were dec¬ 
lared tot.iMv literate, and began to attract 
international acclaim and awards. The 
West Bengal government received the 
I NESCO Ncma award in 1991, and the 
King Sejon award of LINESCO was bagg¬ 
ed by Pondicherry Ihe next year This ap¬ 
peared to give a fillip to the oihci districts, 
and there began a regular scramble among 
the district collectors for recognition of 
their districts as lolaliv literate. In their 
liaste and over-optimism, tisey quite often 
ignored the facts and gave out figures (of 
totally literate people) which, on external 
evaluation, were found to be far in excess 
of the actual achievement. 

Now that indications of the actual .stale 
of attainment of literacy a no numeracy 
standards by the learneis in the TLX 
districts are available to some extent, it Ls 
necessary to adopt a cautious attitude 
towards claims about both pre-TIjC pre¬ 
paratory work (e g, enviionment building, 
motivation ol Ihe people, idenlificaiion of 
the volunteer teachers, etc), and later 
achievements (in terms of fulfilling the 
NLM requiremenis). This is not to under¬ 
mine Ihe enthusiasm that might be gene¬ 
rated among the learners at the initial 
stage, or the sincerity of some dedicated 
collectors, subdivisional officers and 
block development officers. But wc 
.should also remember that in a highly 
competitive atmosphere, the ambition for 
promotion and desire to impress political 
bosses can also play an important part in 
gearing up a target-oriented campaign like 
Ihe ILC. The determination lo show 
results, oi pressures from above, can often 
drive the officials or functionaries to in¬ 
flate figures. This can be atiemp'ed in 
various ways .Some external evaluation 
teams have complained about samples of 
writings that were palmed ofl as the 
handiwork of the learneis, while actually 
they were wriiien by the volumeei 
icachcis! 

Such trends in burcaucracy-dictaicd 
literacy campaigns in some districts have 
eroded the credibiiily of official claims, 
and one suspects that the- original notion 
of a quality-conscious ‘functional literacy’ 
IS being traded off lor a quantitative cx- 
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panston of 'fictional litency' 

Curiously enough, both the posiUv*c 
and negative experiences ol the Ni M of 
the last few years (sonic ol which ha.e 
been touched upon in this papci) are not 
peculiar to the NI M, bui have been i om 
mon to pievious adult education progiam 
nies loo i'valuation reports of the SAI P 
(State Adult i duiation Programme) and 
similai programmes by several scKial 
science institutes between I97R KS (5fi 
repoits in all) have emphasised certain 
common problems—poor quality ol 
training of functionalles, misreporting 
and lack ol iredibiiity of the monitoiing 
svsieni, irregular participation by learncis, 
consideiable drop out, relapse to illiteracy, 
and low level ol literacy achievement 

The experts’ committee needs to analyse 
why the same negative trends are repeating 
themselves in the TICs in spite of the 
NI M’s professed commitment to a cam 
paign approach Jjased on people’s pain 
cipation (as distinct from the centre based 
approach of the earlier adult education 
programmes) Are the pioblems then 
more deep-rooted’ Why do they keep 
cropping up irrespective of the changes 
made by the government in the strategy 
and tactics of its adult education 
programmes’ 

An ’AtnxsNOMOiJS Spac i ’' 

The NLM has succeeded in drawing 
into Its fold a wide variety of sch lal ac 
livists, membeis of vduniary orgarasatioiis, 
political workers, women involved in 
struggles for their rights, and people 
engaged in protecting the enviionmcni, 
among others Many among them I eel 
that if the demcKratic potential ot 
widespread literacy can he extracted tioni 
f government-sponsored piograrimc, 
socially conscious and politically advanc 
ed forces may take root in our society 
‘Oiganic intellectuals’, in the Oramscian 
sense, are expected to emerge I rum among 
the neo-iiterates 1 he expectation is b.ised 
on the assumption that the TLX of lets j 
demcKiatic space to these activists who 
have deaded to join the programme as 
organisers or volunteers with the hope of 
using the limited space to try to open ilie 
space furthei 

The expel lence ol the last two ot ilnee 
years m several TLC disincts has howevei 
knocked off this assumption Despii>- the 
offiaa! promise of ‘decentralisation an I 
functional autonomy’ in the managemeni 
of NLM programmes, both the tilling 
political parties and the top hureaiKr.its 
in the states (where the T1 fs ate in opera 
non) have seen to it that the learning 
leaching process in the literacy centics 
remains fitmly held under their con’iol 


Whenever it showed signs of acquiring an 
autonomy of its own (as in the literacy 
centres m Nelfore and Chiiloor), the state 
adminisiraiion did not hesitate even to 
ban or censor the leaching materials I he 
Andhra Pradesh gosernmeni jusliiied its 
action on (he ground that it could not 
allow the display of ‘anti government' 
messages in a government funded pro 
gramme (since it was beating one third of 
tlie expenditiiie on TlX ) In Pondicheny 
(which won an international award lor 
achieving total literacy), during the post 
bteracy phase, ihe chief minister took um 
brage at a song m a primer that asked 
‘f reedom for the country, but why povcits 
lor us''’ Key oMicials who supported Ihe 
programme weie transferred and the 
voliintaiy agency which had implemented 
the 11C was delinked from Ihe PI < few 
|K)st lilcracy centres are functioning in 
Pondichciry today In some other dis 
iricis. politicians and officials ate quite 
often icpoiicd to have pressurised the 
organisers to delete lessons that exposc‘d 
corruption in government olfices or 
cheating hv l.ui price shop dealers on 
ihe pica thal such lessons would give a bad 
name to the adminisiraiion' 

Since the state government can always 
asseit (heir right to run the II C s accor 
ding to their own lequirements, the scope 
ol juionoins lot Ihe organisers and 
voiuntccis IS extremely iimilod Central in 
terventinn hy the NI M in favoui of such 
aciiononiy is also unlikely 

[he nun otluial partiapants and func 
tionaiics III the I i C are therefore facing 
a dilemma iorced to accept the con 
siiaiius imposed on them by a govern 
nient sponsored programme, some ate 
leconcihiig iliemscivcs to a conceptual 
nailowing or reduction of ‘lunctional 
liieiacy to a piiiiiarily producli >n related 
progiarnmc (ol inipaiting lessons on how 
to iiicieasc agricultural produclisil,, till 
up foine to gel loans from banks, make 
use of drselopmental projects, etc) Ihis 
kind ol luiic'ionality is far lemoved Irom 
Ihcir original espielation of using the 
space ol NI M to niepare Ihe learners tor 
challenging the status quo. and changing 
the halaruc ot tones in their fasc'ui in 
tuial soc lets Instead, they find ihnnselsc's 
CO opted into a gosernment run mass pro 
giarninc that toi all practical puiposcs 
mas he reintoicmg the subordination ol 
the rural poor in the garb ol leaching 
them ‘lunctional liiciacy’ 


< ONI It SION 

It IS like iiinmng an obstacle rac< th it 
tcMvc> most ol the exjsccialions ol these 
enthusiastic orgarnsers and learners 
sprawling helplessly on a scrum ol com 


peting interests Those TLCs which limp 
into literacy may collapse exhausted after 
struggling through administrative tangles 
and political obstacles that are rooted m 
the dcadIcKk of entrenched interests Thc 7 
may be loo enlfcblcd to lace the 
challenges when Inc's reach the threshold 
of the Pits As for the other IK 
districts which even after mc'rc than a year 
are still trailing behind, they cannot be 
abandoned bv the NI M Apaii Irom the 
fact that the money spent on the TK s 
there cannot be wriiicn oft, they have pro- 
duted a few neo literates who camoi be 
left hanging in mid air If Iheietnic the 
NI M wants to salvage these I Lt s it will 
have to inject fresh funds to resivc the en 
snoiiment and start ar.ew the literacy cen 
Ires on the one hand, and provide post 
literacy facilities for the neo htciaics who 
might have emerged from the past rxpcri 
ments on the other One wonders how 
many bouts ot ‘Operation Restoration’ 
will be neccssaiy to .alsage the moiihund 
fit s 

But It IS not only the old f I ( s ihat are 
rrOsing a piohlein Almost every month 
Ihe Ni M IS flooded with new proposals 
lor launching IK s from difieieni dist 
net, Ihcie IS a mad lush among the 
disiiict collectors who seek giants from 
the NI M and assure it ol mass mobilisa 
lion and of tultilling the targets set by the 
NI M within the requiied period the 
same pioniises which their counterparts 
in othei districts made two years ago One 
tears that alter a couple ol years again, 
the NL M mas he saddled on the one hand 
with yet anutlui set of dying FK s which 
will have to be written off or letricved 
through ‘(yperation Hestoratiun', and eni 
barrassed on the other hand by' a number 
of TIC districts will) their dubious claims 
of loial hieracs It seems that the NI M 
IS caught up in the toils ol an ambitious 
target oriented progiainmr that was laun 
ched in I9KK in an excess of haste and 
over 0 |>tiinism by the goveinmeni which 
continues to display a lack of uiidi'istan 
ding ot the complex human situation, and 
an absence ot will lo resist the economic 
and |x)htical prcsMiies at the ground level 

In tuc h a situation, those vxiai activists 
who seek to use democtaiic sjsatc' in 
state patronised piogrammcs will have to 
develop an autonomous inletvenlionist 
potent! il thai can su tair their activities 
even if, or whe ri, iht ‘space’ is withdrawn 
bv the gos<ineicr>t liom them Much of 
the success of developing new sliatcgies 
of paiiicipaiion in the picxess ol iransfoi 
niing rural society depends on the ability 
to map the space available in difterem 
pro|ccis I his mapping is nccessanly a 
critical exercise, and is dilleient Irom acts 
ol submission oi co uptiun 
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Problems of I^efl Assertion in Bihar 

Patna Poll Lf^ssons 

Tilak I) C>upta 


The result*, of the b\ ekxtions from Bihai indicate a ihpht dcLinu 
in the Janata DaVs influence and a corresponding gain tor the 
BJP, which ha*- let' the C ongress behind in all the constituencies 
In the circunistam es, the left in Bihar faces an uphill task in 
channelling the s/ow/y growing discontent of the masses with the 
Laloo Prasad legime along a progressive and democratic directuw 


FOR those aiquain'cd with lti< nuames of 
Bihar poliliis the i It in swt t p madi by ihi 
Janata Dal and its iIIks in th< i(i.ent by 
eirt lions in the stall did not lomi as a sur 
pri>c Ihi ruling Jaiiaii Dil won the Patna 
pailiatnenldty ind the (>aihwa assembly 
scats, defeating it nt mst Dll’ iivals and 
helped the I PI to u l «n thi (iiih assembly 
scat 

As a matter of fm 'ht lUitural battles 
in Bihar iivei thi 1 1 i liss vt. ir have more 
often turned out t i bi biiwiin the Janata 
Dal and the lletiioii < ommission than 
among the dilfertil polilnal outfits 
( ountermanding o* ilctiioiis iipoll in a 
large number of booths delayed lounting 
nt votes and late pubhi it on of iisiilts have, 
indeed beiom' alino i rn integral part of 
Iht states clei total pious fins time T N 
Seshan had lealt a ptriKulaily nasty blow 
by depriving thi Dal of iiv popula election 
symbol, 'he wntel 

f hat he Dai eould still manage to emerge 
Mctonous in the polls tesliliis to its conti 
nuinv hold over a large (huny of the slates 
elcete'ratc. Iht f origrtss and BIP lO' ob 
sinus reasons have ought to a.e'ihe the 
Da* s victories to wiidcspitad rigging by thi 
ruling party with administrative eoiinisai'cc 
But what IS surprising i ih n even i 'iclion 
of the left Ion < s in the slate tends to 
oscrplav the aspect of poll maiiipiilation 
because ul then ichivian e to recognise the 
ground realities of polities in the state 
Vi hethei one likes it or not n has to be eon 
ceded that 1 jIih) Piasad has in this pan of 
the world forged a lormidable haekwaid 
lasle Muslim alliantc under the Dal Hag 
that wot ks as a double edged swoid Ubjec 
lively, this alliance has a piogiessive scKial 
content so far as it obstructs the return of 
the upper elavs caste dominated ( ongress 
and prevents the BJP fioni sprr aditig ns ten 
laclcs in Rihai Bui at the same time it has 
made the independent asset non ot left forces 
in the Slate all the more difficult 

The humiliating defeat ol the C PI eaiidi 
date in the f’aina paihameniary by election 
IS a case in point The C PI candidate sup 
ported by all the parliamentary left lorma 
Hons except the rPI(M) and enioying the 
backing of the Janata Dal (Ajii) and Samaj 
wadi F^rty of Mulayani Singh came a p<x>i 
fourth, behind the EUP and the ( ongress 
Lvidently, this unimpressive performance of 


the C PI calls for some miiospeciu ii on the 
part of the left forces in a >iau whirr they 
die on a somewhat stronger wicker thin in 
aiiv other part of the Hindi heartlmd 

I he C PI, howrcvei, has niit come mu with 
a review of its debacle in Pain.i esen « 
month after the deilaratiem of the poll 
results In fan, the only response ol ihc p u 
l> s national leadership till date ha been to 
reprint a news ifm from 7h< Hindu in iis 
central party organ, tsew Age tha> euilonslv 
gives prominence to the allegations ot the 
state C ongress and BJP leaders about wide 
spread rigging of the elections by the luliiig 
parly rhal ts, to say Ihc least a sir irigi w i 
ni cxpiessing resrnimeni over the Janata 
Dal’s alleged deeloral malpracti e > by a par 
ty that happens to he an ally of the Dal 

It IS not that the allegations ol poll ng 
ging by Laloo Prasad's parly are uiitiiie, esen 
if ihry lome from the mouth of pa<t ma iirs 
at the game like the state C oiigies ligis|.iluri 
parts leader, Jagannath Mohia fJnc can 
also argue that electoral malpiaetiees hast 
become even more flagrant lhe*se days undi r 
the laloo Prasad regime. But that can hardly 
explain the major reverse sulfe rrd b^ the ( PI 
in a eonstituerxzy that had sent the party s 
candidate thriee to pailianitnl on earlier 
occasions 

Poll figging IS almost as old as elections 
in Bihar The capacity of a mainstream party 
lo rig the polls here by and large apprris 
imales its hold over Ihedominani class ea ii 
combincj in the countryside during a parti 
cular election And if Ihc Janata Dal picsi ni 
ly stands ahead of others on that count the 
reasons for ii have to be sought in (he chang 
ing powei equations in the Bihai villages 
favouring lor the moment I aloo Prasad As 
foi the rural poor, many among Ihcrn ex 
Lcpt in traditional communis! or seKialisi 
pexkeis arc yet to see the inside of an elec 
lion booth 

Thai, of course, leaves us With elections 
that are less than reliable indexes for gauy 
ing the people's political mood But ’oi 
political organisations entering the parlia 
mentary arena, election result* despite all 
their limitations, become the only available 
indicator ol their strength for the public at 
large Seen in this context the failure of the 
( PI to make us presence felt at Pjtria 
historically an electoral stronghold ol the 
party deserves serious analysis 


I here was a set se of jubilaiioa lO a sec 
lion ol (he left in PMna when thef'PI decid¬ 
ed it> contest the by-election, despite the 
failure ol seal adjustment with the Janata 
Dal On the tacCof it, (he past record of the 
pally m ihc constituency did justify (he CPI 
staking IIS claim More impoilant, it was fell 
that the party had, at long last, chosen to 
opt tor ill ineiependent IcR assertion by let 
iiirj i o <)l the apron strings of the ruling 
party Bin le'w realised at the time that the 
poluieat situation at the grassroots had 
diamaiically changed over the years, partly 
due to the loss ol the C Pi’s Irving links with 
the mi.se 

I he I III Kainavalar Sbastri, Ihc popular 
C PI I ade I who represented Patna in parlia 
iiK til a mimhci ot times also happened to 
Ik I YaJav and enjoyed the backing of the 
m i|onty of ins casiemrn m the then uppei 
caste dominated political environment But 
with the emerge nee of laloo Prasad as the 
living expression if Vadav polilieal power, 
Ihc ( PI candidate (his time, though also a 
Yidav was m no position to get the back 
ing of this eleelorally dominant caste. 

Mon u> oui point, the CPI, though still 
the large si left party m Bihar, has long since 
turned iiiio a flabby parliameniary forma 
non trailing behind this or that party of the 
bourgeoisie tor immediate elecioial gams As 
the Patna icsult confirms, the ahseiKC of 
susiaincd political campaigning and mass 
move me nis to defend the toiling people’s in 
icrtsis ha« reduced Ibis once powerful 
organisation lo an 'also ran’ status in its old 
stionghold li also confirms the widely 
•liartd belief that the party’s present im 
pressive legislative st-englh m Bihar (24 
Ml As and K MPsj is to a great extent the 
result ol Us electoral alliane e with the Dal 
rather than a icncetion ol Us own mass base 
that has been eonsiderably eroded over the 
(M't dtiadt Of more C onsequently, the at 
templed independent elcrioral assertion by 
the ( PI without corresponding ma.ss aeti 
vitie> was destined to suffer a setback 

fhe ( PI (M I) IPF combine, which sup 
|v)rtid the < PI in the bv election, has m a 
It cent review of the Patna poll Strongly 
de tended the ( PI decision to put up its own 
nominee loi projecting a United left alter 
native lo Iki the communal fascist 
chain ngc According to ihe review published 
III the (I I ml Hindi organ ol (heCPI(M L), 
lhi< it luci ssarv noi only to help Ihe left 
to issuiiu 1 leading lok in the anti 
coiiiniiinal campaign but ilso for linking il 
with the broader task ol budding a demo 
iiatic India Ihe review also implicitly points 
OIK with s mil justification that ihe policy 
ol lailisin a> far pursued by the C PI had 
been mainly responsible for its defeat m the 
election 

\Shilc ihcrc will be little disagreement in 
pimcipli .ibout Ihe need lo establish left 
liegcmons over ihc anii-communal struggle; 
there remain 'hirp differences about Ihe lac 
lit t to be adopted for realising that ideal 
Besides the tail that the < PI eandidaie 
backed by lf*l an important political force 
in the region fared so badly also reveals 
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•n emion of popular support for the 
CPI(M-l.)»IPF combine And it is surely 
time for the CP1(M-I.)-IPI- to examine 
whether the combine’s growing preoccupa¬ 
tion with elections and naiionaMevel in¬ 
itiatives have adversely aflected its mass 
mobilisation at ihc ground level. The ex 
planation offered in the review (hat the sup- 
porteis and the cadres of the combine 
because of iheir tiolitical immaturity, did not 
enthusiastically rally behind Ihc CPI can¬ 
didate even if irue may only amount to tell¬ 
ing half the stofy. Ijooking at the voting 
trends in the areas under IPF inlliience, it 
seems that a section ot ihc organisation’s 
supporters cast their votes in favour of other 
candidates, often on the basis of caste 
considerations 

TheCPI(M), which supported the Janata 
Dal candidate in Patna now claims thai its 
stand has been vindicated by the citx-tion 
results. According to the arguments advanc¬ 
ed by People's Democracy, the party's cen¬ 
tral mouthpiece, the CPI(M) decided to back 
the Dal at Patna as its candidate was the 
“best choice lo deteat the BJP”, and the key 
question in the l^tna polls was to “ensure 
that the BJP does not wm, especially in view 
of the big united campaign by the left and 
secular forces in Bihar against com- 
miinalism” Though the parly has now 
sought to give a political colour to its deci¬ 
sion by referring to the united anti- 
communal campaign, the truth is that it was 
prompted to support the Dal even at the risk 
of jeopardising left unity, only on the basis 
of electoral calculations. 

While the CPI and the IFF may be accus¬ 
ed of overestimating then own influence at 


NEWSPAPKRS lately have earned pro¬ 
minently displayed interview- with the com¬ 
merce minister that India would not accept 
patenting ol seeds What the minister neg¬ 
lected to point out IS thai the sui generis 
system of protection iliat the government has 
accepted is little belter and will severely 
restrict the •■ighis of farmers and breeders 
in this couiiuv with grave consequences tor 
self-reliant growth in agriculture. 

A highly coiilrovcrsial issue in ihc Diinkcl 
Text on which the government has come ;n 
for massive attack is (he demand in the sec¬ 
tion on Trade Related Intclleciuul Properlv 
(TRIPs) According lo this, India will have 
to accept patents or an eUcctisc uii generis 
system to ptoicci plain \anctii*s 

The sur generis system si'iiimonly lelcs 
10 the system oi Plant Breeders Rights 


l^tna as welt as of failing lo correctly read 
the political situation, the CPI(M) stand 
smacks of a narrow parliamentary attitude 
that overlooks the larger long-term goals of 
the left. Talking about the party’s weaknesses 
in dealing with bourgeois-landlord parties 
like Janata Dal, ihe political icvicw report 
of the tPl(M)’s 14ih Congress, held last 
year, says that "we also become victims lo 
parliamentarism under one pretext or the 
other. In our anxiety to get some scats m the 
regions where we are weak, we completely 
surrender our masses to these parties even 
at a time when elections enable U' lo pro¬ 
pagate our views and policy issues an 
be posed very clearly". One onlv lii-jics 
that the party w-ill rc-examiiic iis taciics 
in Bihar in the light of ns own ('ongress 
document. 

Deciphenng the overall signals cman.iling 
from the Bihai by-clcclions, it seems thai 
there has been a slight decline in the Janata 
Dal’s influence and corresponding gain foi 
ihe BJP. winch has left Ihe Congress behind 
in all the constituencies that were at stake 
In these circumstances, the left in Bihai laces 
an uphill task in channelling the slowly 
growing discontent of the masses against ihc 
laloo Prasad regime along a progressive and 
democratic direction. Given the cnrrciii 
political situation in the state, that calls for 
a complex tactical relation of unity and 
struggle with the ruling Janata Dal with 
growing emphasis on the latter. But such 
political struggle has to be firmly rooted in 
sustained mass action at the grassroots for 
defending Ihc (yeople’s interests to till the 
political balance gradually in favour of the 
left. 


(PBRs) which operate in Europe and othc-i 
western countries where seed production is 
ill the commercial sector. They do not 
operate m India where seed produciion and 
distribution is in the public domain Tins 
lorm ol proieaion confers on the holder ol 
the PBR the cxi-liisive right to produce seed 
ol the protected variety for Ihe seed trade 
and contiol of its marketing Codified in the 
(imon for the Protection of New Plant 
Varieties (L'PdV), PBRs offer monopoly on 
safe of the variety but not on the viiMciy 
Usell or Us genes 

Thus any plant breeder could u.sc any pro¬ 
tected Variety for further bleeding woik 
Tills was rcfcricd lo as the Breeders’ Lxemp- 
iioii. The oilier exemption granted under 
PBRs IS the Farmcis' Exempt ion. According 
U) tins, once ihc fannei had bought ibc pro 


tected seed, he had the right to Use it to prd- 
duce seed for himself for as many genera.- 
tions as he liked. 

In i9U|, however, under tremendous 
pressure from the US. UPOV was compelled 
to amend the provisions of the PBR, mak¬ 
ing It more or less the same as patents. The 
Bic-edcis’ Exemption has been done away 
with complciely. The Farmers’ Exemption 
has been made optional and can only be 
gtanied if the PBR-holder whose legitimate 
interests may not he leopardised, allows it. 
This. 1 ! can be understood, will almost never 
iiapficn Every PBR-holder will want to max- 
inioc his sales and will certainly not allow 
farmers lo produce seed for themselves, 
which they would otherwise have to buy 
troni him. fhics (he amended form ol PBRs 
olii-i the same kind ol ironclad protcclion 
that patents do. 

The commerce ministry claims that the 
lights of our farmers and breeders will be 
protected fully il wc accept (he Dunkcl 
Drtifi I'hfsc statements are patently false 
and deliberately misleading. The fariner 
whose traditional rights include (he right to 
save, modify and sell seed, will be severely 
h,indicapped by ihc conditions of the 
Dunkcl lexl 

T he govcriunent has failed to get any 
guaianices to iirolect the farmers’ rights con¬ 
trary to what It claims. Even if farmers could 
save seed, ihcy still lose the right to modify 
(he .seed to suit local requirements. This is 
a coitimunly prevalent cu.stoni and one res- 
ponsihle lo! the successful adaptation of 
new technologies at ihe village level 

Even worvy ihc traditional practice of sell¬ 
ing seeds toother fanners, another custom 
which has hecii responsible for ihc quick 
dis.semmalion ol new, improved seed lo 
rcmoie, mienor aieus, will be abolished. The 
rapid disiiibutioii and acceptance of high- 
yiclding ot improved disease resistant 
varieties has been possible because of a 
stremg and viable inlei farmer network that 
allows icchnology to trickle down. 

One of the major reasons why India could 
St* q'.iic't fvfi-omc <j»lf siiifK-icnt in food was 
ihis network by which improved seeds could 
spicad oulwaids from the government seed 
store U) reach ITirihci and further removed 
vilhiKcs loi small fanners in remote areas 
who do not often manage to reach the 
disinct or even tahsil headquarters where 
seed .stoic-s aie iocaicd, this network is (heir 
only acecs' to new technology. 

ITic government’s contention is that 
fdinicr’s rights will not be affected because 
(he '‘limited exchange of seeds according to 
prcvailmg tradiiional customs" can be re¬ 
tained under sui generis protection, this 
staiemeni like others is deliberately mislead¬ 
ing. 1 he favi IS that Indian farmers do not 
eiigdg-c in ‘“imiied exchange of seeds”. Of 
Ihc htXj.fXXl-ion Seed requirement of Indian 
agi iculiuie, not more than 38 per cent is met 
hs louiial agencies Tike the National and 
Slate Seed Coiporations. The rest, 68 per 
ceni ot our needs arc provided by inier- 
tamier sales. Ihis huge volume of trading 
in seed in the inlorma! sector between 
Uimeis is the lileline of Indian agriculture. 


Dunkel Draft is Bad for Agriculture 

Sunian SaFiai 


The commerce ministry's claim that the rights of our farmers and 
breeders will be protected is deliberately misleading. In fact, undet 
the Dunkel conditions, even if the farmer can save seed, they still 
lose the right to modify the seed to suit local requirements. 
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! ftu facility wiU be abolished if < )«e Uunfcel 
Dnft is accepted. This will have a highly 
negative impact on agricuitu ral growth an'd 
the rights of farmers to control their means 
of production. 

Breeders- ExEMctioN 

Yfct another red herring draw n by the com ■ 
merce ministry relates to the Breeders' Ex 
emption, which the ministry claims will be 
allowed should India accept {t)e sur genem 
form of protection. What is in fact permitted 
under sui generis protection is the rescar- 
Cher’s exemption as distinct from the 
Breeders' Exemption. What will be taken 
away is not the right to research but the rigts 
to use the fruits of research. 

We can. so to speak, continue to study 
problems relating to protected varieties in a 
laboratory, but we cannot apply this research 
or make commercial use ol it. This differ¬ 
ence needs to be understood to realise that 
we will lose the right to derive benefit from 
protected genetic material, which in most 
cases will in any case he ou rs .Not having 
the Breeders’ Exemption will mean that our 
scientists and breeders will not have free ac 
cess to protected plant varieties to breed new 
improved varieties suited to oui particular 
agricultural conditions, since this would 
amount to axnmetcial application ol research. 

As if to underscore their Jctctminaiion to 
enforec patents on genetic material, senior 
American officials have recently threatened 
to withdraw funding from Indo-American 
research projects, particularly on biological 
materials, that could lead to commercially 
marketable products and processes, unless 
India accepts intellectual properly protection 
in this area. 

Research aimed at basic science could 
continue but anything that will have a prac¬ 
tical application will be stop|.>ed until ihe 
Americans get the right to patent processes 
and products in the field of life sciemcs. 
medicine, envirenmeni and ecology as well 
as physical and material sciences. The com- 
merec minister's assurances of all safeguards 
being secured, coming a day after the 
American statement erodes tite government’s 
battered credibility. 

in order to counter criticism that it had 
not succeeded in protecting the rights of our 
farmers and scientists, government represen¬ 
tatives sometimes rashly assert that we need 
not accept the existing sut generis system, 
that is PBRs amended by IJPC)V in 1991, 
The commerce ministry claims that it has 
acquired the right to fiamc its own sut 
generis system to suit India’s nccd.s. In that 
case there should be no problem at all. 

Armed with this extraordinary flexibility 
the government has now no excuse noi to 
incorporate at least those four or five con¬ 
ditions which are vital to the couniry's in- 
terests, into tl.e sui generis system it devises. 
These would include unrestricted rights for 
our farmers and breeders to use genetic 
material. It would also include placing 
Fatmers’ Rights on par with Breeders’ 
Rights, a condition acknowledged by the 


Food and Agriculture Or^isiktSon (FaO) 
which has adopted a bill on Farmers’ Rights. 
Farmers’ Rights, not to be confused with the 
Farmers' Exemption allowed under PBRs 
are the acknowledged rights of the farmers 
ol the third world who have carried the 
burden of creating, refining and maintaining 
the major portion of the genetic resources 
of the world 

Few people realise that wheat or coijon 
or other food and rash crops were not lying 
around in forests. These crops were created 
out of wild plants by the constant labour and 
ingenuity of the farmers’ lis ing in tropical 
areas and gifted to the world community. 
Nor IS this activity a thing of the hoary past; 
the farming community and the indigenous 
jseople of Ihe i hird world continue to be the 
custodians of the world's genetic diversity. 
KAO accepts (hat if breeders of plant 
varieties can claim payment for theit work, 
so can farmers whose contribution to the 
breeding ol plant varicncs, cannot in any 
way be considered less significant. Apait 
from including Farmers’ Rights into our sui 
generis system, government will definitciv 
have to include the condition that genetic 
revsurcev found iii India will have to be con¬ 
sidered India’s pioperiy and will have to be 
paid for like vve have to pay for oil and cop¬ 
per that we obtain trom other countries 

At pre.sent genetic resources which are 
concentrated m the thud world are treated 
as Ihe common heritage of humankind 
because of an absolutely dishonest inierna- 
iional convention. As a result of this, India 
and other countries of die third world do 
not gel paid for the use c>( their genes liom 
which the cccinoinics of ilie north have bene- 
fillcd to the lune of billions. Finally, there 
will have to be a guarantee that genes stored 
in international gene banks cannot be pro¬ 
tected by any .system of intellectual proper¬ 
ty rights This is because most of these genes 
have been collected from the fields of 
laimers in Ihe thud world Consider as an 
example the lO.OOO-odd rice varieties that are 
banked in Iniernaiioiial Rice Research 
Institute (IRRI), Manila, over which we 
would lose control if companies could patent 
genes from IRRl’s hank.s. 

Besides the issue of protecting seeds, Ihe 
governmen! has also listed several other 
reasons why wc have nothing to Icar from 
the [>unkel Text in agriculture, making the 
highly controversial proposals sound like the 
panacea for all of India’s ills. Take (he case 
of its doublespeak on agriculture subsidy. 
Ihe extent of agriculture subsidy that a 
country can give is calculated by a highly 
complex and ambiguous system called the 
aggregate measute ol support (AMS). 'I here 
arc so many variables in this method that 
li IS open to several interpretations. Officials 
of the commerce ministry themselves admit 
that if the assumptions for calculating the 
existing AMS are changed, our subsidy level 
could exceed the allowed 10 per cent. The 
ministry also says that the way the AMS is 
calculated leaves room lor doubt <hai our 
problems with respect to certain prvjduciv 
would be taken care ol. 


Then there is the matter of Minimum 
Compulsory Access in Rgrtcuhure aooording 
to which we will have to import between 2 
to 5 per cent of our domestic consumption 
whether we need it or not. The ministry’s 
sund that this does noi apply to us since we 
have a balance of payment problem is not 
substantiated by anything in the Dunkd Ibn. 
The balance of payment (BOP) provisions 
in the Dunket Draft are such that the IMF 
would have to certify that a BOP problem 
exists. According to the IMF, a country 
facing BOP problems needs to open its 
economy. In our case, as soon as we liberalis¬ 
ed our economy, we faced a BOP crisis, for¬ 
cing us to go to Ihe IMF which suggested 
more liberalisation. This frcctscly is the trap. 

The BOP provisions in Ihe Dunkel Tixl 
are contained in .Articles XII and XVIfl 
where the mam emphasis is on elimination 
of all quantitative import restrictions, in¬ 
cluding those on BOP grounds. The provi¬ 
sion is that all such restrictions will be iden¬ 
tified and a general commitment undertaken 
to eliminate these in a time-bound frame¬ 
work. There are no sweeping provisions for 
elimination of quantitative restrictions in 
either of tliese articles 

The government's position is that since we 
ate maintaining restrictions on BOP 
grounds, wc will not be required to tariffy 
these restrictions and that so long as we do 
not assume lai ifficatioii obligations, wc will 
not be required to provide the Minimum 
Compulsory Access. None of this finds men¬ 
tion in the Dunkel Text. Moreover, there is 
no logical connection between minimum ac¬ 
cess and obligation to tarilfy. The logical 
conclusion would be that a country that 
maintains no restrictions on agricultural im¬ 
ports and hence is not required to tariffy will 
also have to undertake minimum access 
obliga(ion.s. The govcrnmait’s reasoning and 
assurances in this rcgaid would regrettably 
appear to be rooted in wishful thinking 
rather than facts. 

Ill recent weeks governmeni seems to have 
singled out the Dunkel Draft for attention. 
After close to two years of resolute silence 
on the issue. Doordarshan could not get in 
enough discussions on the controversial pro¬ 
posals. In the traditional manner of using 
state controlled media for propaganda pur 
poses, all these debates conveyed to the casual 
viewer that the Dunkel Draft was actually 
quite good for India and accepting it would 
be in our national interest. The reasons for 
the government's sudden chatiiticss after a 
piolicy of confused secrec .7 is not far to seek. 
They he in the sustained pressure brought 
on It from various groups and now political 
parties. Members of political parties in¬ 
cluding the Congress have begun to speak 
out against the Draft, particularly the seed 
protrciion clauses is ii a coincidence that 
explanations and as.suranccs have begun to 
flow thick and fast from the government 
.after the redoubtable Mulayam Singh Yadav 
has launched a vigurou.s attack against the 
Dunkel lexi in the politically sensitive state 
of UF» ’ 
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BANK OF BAHRAIN AND KUWAIT B.S.C 

(Incorporated in Bahrain with Limited Liability) 

BOMBAY BRANCH 


BALANCE SHEET AS ON 31ST MARCH 1993 


(Rs. OOO's) 


As on As on 
31-03-93 31-03-92 


2,000 
3B.397 
1,429,6! 8 
82,600 


Schedule 

CAPITAL AND LIABILITIES 

Capital 

I 

Reserve and Surplus 

2 

Deposit 

3 

Borrowings 

Other Liabilities and 

4 

Provisions 

5 

TOTAL 


As^rrs 


Cash and balances with 


Reserve Bank of India 

6 

Balanoet with Banks and 


Money at Call and 
Short Nmioe 

7 

Investments 

8 

Advaqccs 

9 

Find Asseu 

10 

Other Assets 

II 

TOTAL 


Contingent Liabilities 

12 

Bills for Collection 




134,8'»7 


2,215,792 1,687,492 


636,558 349,778 


13,901 

832,032 

663,366 

6,773 

63,162 


99,723 

480,289 

694,810 

7.492 

55,400 


2 J15,792 1.687,492 


I 

179,215 103,109 

88,515 119,148 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MA RCH1993 


(Rs OOO's) 


Year Year 

Ended Ended 

31.03.93 31.03.92 



I. INCOME 
Interest earned 
Other Income 

TOTAL 

II. EXPENDITURE 
Interest expended 
Operating ecpenscs 
Provisions and 

contingencies 

TOTAL 

III. PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Tansfer to statutory 
reserve 

Remitted to Head 
Office 

Balance carried over to 
Balance Sheet 

TOTAL 


249,925 229,575 
(8>I9) (1,233) 


241,376 228,342 


132,226 

26,088 



40,291 


207,469 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated in Bahrain with Limited Liability) 


BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH 1993 


(Rs 000’s) 



^ 1 
As on 

31-03-93 

As on 
31-03 97 

Schedule 1—Capital 

Capital 

The amount brought m by 

Bank by way of start-up 
capital as piescnbed by RBI 

i 

2,000 


(The amount of deposit kept 
with the Reserve Bank of 

India under Section 11(2) of 
the Banking Rqgulation Act 

1949 (including capital) 

IS Rs 12,400.000) 

TOTAL 


1 

Schedule 2—Reaerves 
and Surplus 

1 &atulory Reserve 

Opemng Balance 

9.497 


Addibons dunng the year 

6.781 


Deductions dunng the year 

- 



16J78 


2. Balance in Profit and 

Loss account 

34.48S 

28,900 

TOTAL 

50,763 

38397 

Schedule 3—Deposits 

1. Demand Deposits 
i) From Banks 

3.801 1 

23,989 

u)Fn>m Others 

4S440 

55318 


51.141 

79,807 

2 Savings Bank Deposits 

22.163 

13,409 

3 Tbrm Deposits 
i) From Banks 

" 


li) From Others 

1,872,643 

1336,402 

TOTAL 

1.945.949 

1,429,618 

Sdiedule 4—Borrowings 
Borrowings in India from 
i) Reserve Bank of India 

19,505 


ii) Othei banks 

12,101 

75,000 

III) Other institutions 
and agencies 

5,200 

7,600 

TOTAL 

36.806 

82.600 

Secured Borrowings 



in above — Rs Nil 
(Previous year Rs Nil) 




(Rt-ooert) 



As on 
31-03-93 

As on 
31-03-92 

hchednle 5—Other 

Uabilitirs and Proviaions 

1 Bills Payable 

8.185 

14,955 

2 Inter-office adjustments 
(net) 

30,069 

12,721 

3 Interest accrued 

51,620 

42,453 

4 Others (including 
prosnsions) 

70,400 

64,748 

TOTAL 

180374 

1343 n 

Schedule 6—Caah and Balaneca 
with Reserve Bank of India 

1 Cash in hand 
(including foreign 
currency notes) 

267 

676 

2 Balances with 

Reserve Bank of India 
i) In Current Account 

636391 

349,102 

II) In Other Accounts 


- 

TOTAL 

636358 

349,778 

Schedule 7—Balances 
svilfa Banka and Money 
at Call and Short Notice 

1 In India 

i) Balances with banks 
a) In Current Accounts 

65 

9 

b) In Other Deposit 

Accounts 

II) Money at Call and 

Short Notice 
a) With Banks 

0 

70,000 

b) With Other 

Institutions 


- 

TOTAL 

65 

70,009 

2 Outside India 

i) In Current Accounts 

7,589 

29,714 

II) in Other Deposit 

Accounts 

III) Money a* Call and 

Short Notice 

TOTAL 

6347 

13,836 

~29.7i4 

GRAND TOfAl 

ILWl 

99,723 

„ _ _ _J 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated in Bahrain with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON BIST MARCH 1993 


(Rs.OOO’s) 

(Rs.OOO’s) 


As on 

As on 


As on 

As on 


3I-03 93 

31-03-92 


31-03-93 

31-03-92 

Scheduir 8—Invmlim'nlii 



Schedule 10—Fixed Aaaeto 






1 Premises 

— 

_ 

1 Investments in India in 



2 Other fixed assets 



i) Government 



(including furniture 



securities 

ii) Other approved 

590,950 

456,516 

and fixture) 

At cost as on 31st 

March of the 



securities 

13,900 

23,773 

preceding year 

11.313 

7,310 

iii) Others 

227.182 

- 

Additions during the 






year 

912 

6,855 

TOTAL 

832,032 

480389 




Deductions during the 






year 

(218) 


Schedule 9—Advances 



Depreciation to date 

(5334) 

Mmm 

A i) Bills purchased 



TOTAL 

6.773 

_7,492 

and discounted 

ii) Cash credit. 

332,421 

539,841 

Schedule 11 — fhher Assets 



overdraft & loans 



1 Interest accrued 

30371 

22.153 

repayable on 



2 Thx paid in advance/ 



Demand 

179.287 

127.398 

Du deducted at 



iii) 1brm Loans 

151,658 

27,571 

source (net) 

14357 

9,403 

TOTAL 

663,366 

694.810 

3 Stationery & Stamps 

2 

2 




4 Others 

18,632 

23.842 

B i) Secured by 



TOTAL 

63.1£! 


tangible assets 

323,763 

187,388 




ii) Covered by bank/ 



Schedule 12—Contingent 



government 



Liahilitirs 



guarantees 

180,253 

396,755 

1 Liability on account 



III) Unsecured 

159350 

110,667 

of outstanding 
forward exchange 



TOTAL 

663.366 

694,810 

contracts 

75,891 

45,368 




2 Guarantees given on 



C Advances in India 



behalf of constituents 



i) Priority sectors 

32,393 

30,352 

in India 

3 Acceptances, endorsements 

43,167 

12,003 

ii) Public sector 

- 

- 

and other obligations 

59,157 

39,338 

iii) Banks 

132,500 

132,406 

4 Other items for which 





the bank is cxintingently 



iv) Others 

498,473 

532.052 

liable 


6.400 

TOTAL 

663,366 

694.810 

TOTAL 

179315 

103.109 
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BANK OF BAHRAIN AND KUWAIT B^.C. 

(Incorporated in Bahrain with Limited Liability) 


BOMBAY BRANCH 


SCHEDULES FORMING FART OF THE PROFIT AND LOSS ACCOUNT AS ON 3IST MARCH 1993 


(Rs 000's) 



Schedule U—Inlmat 

Earned 

1 Interest/discount on 
advwK.es/bills 

2 Income on 
investments 

3 interest on balances 
with Reserve Bank of 
India and other 
inter-bank funds 

4 Others 

TOTAL 

Sdiedulr 14—Other 

Incomr 

1 Commission, esurhange 
and brokerage 

2 Loss on sale of 
investments (net) 

3 Profit on exchange 
transactions (net) 

4 MisceUaneous 
income 

TOTAL 

Schedule 15—Inleiest 

Expended 

1 interest on deposits 

2 Interest on Reserve 
Bank of India/Inter¬ 
bank bOTTOWings 

3 Others 

TOTAL 


Ybar 
Ended 
31-03 93 

Year 

Ended 

31-03-92 

94,970 

127,028 

106,629 

64.919 

46.717 

37387 


341 

249,925 

229375 

5370 

4,533 

(22344) 

(14329) 

6,146 

6,626 

2,479 

1,937 

(8349) 

(1333) 

• 

130.030 

111330 

5.718 

20319 

31 

177 

135,779 

132326 





Schedule Ih—4)perBtlttg 
Expmaea 


I I^yments to and 
provisions for 
employees 


2 Rent, taxes and 
lighting 

3 Prmting and 
stationery 

4 Advertuensent and 
piibliaty 


3 Depreciation on 
bank’s property 


6 Auditors' fees and 
expenses 

7 Law charges 


8 nwtages, 
telegrams, 
telephones, etc. 


9 Repwrs and 
nuuntemmee 


10 Insurance 


TOTAL 


(H^OOChi) 


Itear Har 
Ended 

31-03-93 31-03-92 


5,246 4JS3 


11,338 9,930 



484 

43 

436 

1360 

1,691 

83 

73 

554 

140 

732 


1339 

1,443 

862 

617 

8,898 

6391 

31399 
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BANK OF BAHRAIN AND KUWAIT B^.C. 

(Incorponted in Bahrain with Limited Liability) 


BOMBAY BRANCH 


Notes forming put of the acctNuito for the year ended Slst Maidi 1998 

Pnnapal Accounting Pobcics 

1 GeaemI 

The financial statemenls have been prepared on the histoncal cost basis. 

2 Pureii^ Currencies 

(i) Assets and Liabilities in foreign currenaes are translated at the rates prevaibng at the end of the year 
(u) Outstanding forward eichange oonuacis are revalued at the rates prevailing at the end of the year and the resultant gauu 
or losses are accounted for However, the oontingeni habihty in respect of outstanding foreign eschange contracts is included 
at the contiacted rues 
1 Investments 

In accoidanoe with the Accounting Standards for Invcsuncnu laid down by the Reserve Bank of India, investment portfolio u 
classified mto "Bermanent’* and "Current” categories 

ftnnanenl investments are staled at cost adjusted for any premium or discount amortised from the date of puichase to date 
of nuuunty on a stiaight*tine basis. 

Current investments are stated at the lower of cost and market value 
The aggregate market value of Investments as at 31st March 1993 is Rs 1101,082,771 
4 Advances 

Provitions for bad and doubtful advances have been made to the satufaction of the Auditors - 

(i) in respect of iikntified advances, on the basis of norms laid down by the Reserve Bank of Indui for identificatiott of and 
provuionuig for non -performing assets. 

(ii> in respect of other advances, as a percentage of the total pre tax profit lu *hc rear, after taking mto account genenl fiKtors 
that rdaie lo latent doubtful debts which are not separately tdentifieu 
Loans and advances are staled net of provision made under (i) above 
^ Revenue Recognition 

(a) Interest mcome on all advances other than non-performing assets is recognised on accrual oasis. In respect of non-performing 
assets interest is recognised on cash basis. 

(b) Income from mvesiments is accounted on accrual basu 

(c) Commission, exchange and brokerage is accounted on accrual basis. 

6 Depreciation 

Depreciation is provided for on fixed assets on the written down value basis i t'le toliowing rates which are equal to/higber 

than those presinbed under Schedule XIV of the Compames Act 1936 

Office Lquipmenl 2$W 

Office PuriuiiiR KMi 

Computers 40W 

\tehicles 20911 

7 Gratuity 

The liabiliiy lor gratuity is accounted for on the basis of actuanal valuation earned out once in two years Gratuity habihty 
for 1992 1993 has been provided for on the basis of actuanal valuation earned out uptc Jls* Marrh 1991 

8 Net Profit 

The net profii disclosed in the profit and loss account is after 

1 Provisions for taxes on uicomc in accordance with statutory requireinents, 

2 Piovision for doubtful advances, 

3 Hransfers lo contingency funds, 

4 Other usual oi necessary provisions 

The difference as at 3 st March 1993 between the book vali c and the marto value of permanent investmcnu has not been provided 
tor, since these investments are intended to be held upto maturity and. m the opimon of the management of the Branch, the fall 
in the market value does not affect thor realisable value at maturity 
Cliange m Accounting Policy 

From the year 1992 1993, the investments are bang accounted as detailed in Note 1(3) above as against bang accounted at coat till 
last year As a result of this change, profits for the year are onderstaied by Rs 96,937 II and Reserves and Surplus and Investments 
as at 31st March 1993 are understated by same amount 

Previous year’s figures hare been regrouped wherever necessary to make them comparable with 'he curreni year 


As per our report ol even date attached 

For NM RAIJI ACo 
Chartered Accountants 
Sd/ 

Nirmal Singh 

l^na I 

June 23. 1993 


for BANK OF BAHRAIN AND KUWAIT HS-C 
Bombay Branch 

Sd/ Sd/ 

MG Ramaknshna Firore Hansotia 

Cieneral Manager A Chief bxecutiw Offeer - India Assistant General Managa 
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BANK OF BAHRAIN AND KUWAIT B.S.C 

(Incorporated in Bahrain with Limited Liabihty) 

BOMBAY BRANCH 


Report of the Auditom 

We have audited the attached Baiance Sheet of the Bombay Bnmch of Bank of Bahnun and Kuvnut RSjC. as at 31 March 
1993 signed by us under refemice to this report and the relative Profit and Loss Account of the Bombay Brandi of the 
Bank fur the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 read with provisions of Sub-section 
(1). (2) and ()) of Section 2il and Sub-section (5) oi Section 227 of the Compaiues Act, 19S6, the Balance Sheet and Profit 
and Loss Account together with the notes thereon are not required to be and are not drawn up in accordance with Schedule 
VI to the Companies Act. 19S6 The Accounts are; thriefoie, drawn up in conformity with Forms A and B of the Thud 
Schedule to the Banking Regulation Act, 1949 

We report that subject to and read with the foregoing remark 

a) We have obtained all the information and explanations which to the best of our knowledge and behcf were necessary 
for the purposes of out audit and have found them to be satisfactory. 

b) The transactions of the Branch whuh have come to our notice have been in our opinion, within the power of the 
Bombay Branch of the Bank, 

c) In our opmion, proper books of account, as required by law have been kept by the Branch so far as appears from our 
examination of those books, 

d) The Balance Sheet and Profit and Loss Account of the Bombay Branch of the Bank dealt with by this report are in 
agreement with the books of account, 

e) In our opmion, and to the best of our information and according to the explanations given to us, the said accounts 
read with the notes 'hereon, give the mformation required by the Companies Aa, I9S6, in the manner so required foi 
Banking Companies and on such basis the said Balance Sheet gives a true and fair view of the state of affairs of the 
Bombay Branch of the Bank as at 31st March 1993 and the Profit and loss Account gives a true and fair view of the 
Profit of the Bombay Branch for the year ended on that date. 


For N M RAIJl & COMPANY 
Chartered Accountanu 
Sd/- 

Nirmal Singti 

Bombay Partner 

Dated. June 25. 1993 
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Globalisation and ^Muslim Belt" 

Reshaping of British Racism 

Kalpana WilHon 


Over the pasr few years, images of Muslims have acquired an 
important place within the racist discourse of the British 
establishment. To understand and combat this new aspect of 
racism, we need to look at how it is linked to shifts in the balance 
of power in the world, and especially in south Asia since the 
late 1980s. 


ON May 2K this yc.it, Wmsiiin ('hurchill, 
a 'lory MP and giaiidson of the famous 
wartime British prune minister, publicly 
claimed that the ‘Biitish way ol life’ was 
under threat from a ’relcntlev. flow' of im¬ 
migrants from the Indian subcontinent 
What disiinguishcd this speech, which 
m^de front page news, from previous out- 
bdrsts such as I-noch I\>wc!l's notorious 
‘Hvers of blood’ speech of IS years ago, 
or for that rnaiter Margaret Thatcher’s 
1978 warning against ‘swamping’ by im¬ 
migrants, was riot us lascisiic overtones. 
Its cold-blooded rnampulation of popular 
racism, or its blatant falsification of facts 
and rigurcs. It wa.s the fact that, for Chur¬ 
chill. ‘Asian* appeared to be synonymous 
with ‘Muslim’ and the threat posed by 
‘imnugrants’ was describt>d in religious 
terms; Britain would soon have “two 
million Muslims"; .SO years from now, 
"the mue/,/in will be calling Allah's 
faithful to the High Siiect mo.sque”. 

This reflects a new element within the 
racism laced by Brit.iin’s Asian commu¬ 
nities, who foim a substantiaf section of 
Britain's black working class. Over the 
past few years, images ol Muslims have 
acquired an itnportjiii place within thc 
racist discourse ol the British establish¬ 
ment 1 he widespread portiayal of Asian 
Muslims III Biitaiii as barbaric, violent 
Tundanicntalists’/fanatics dates back to 
the events which followed ihc publication 
of Rushdie's Suttinic ferses in 1988 l)ur 
ing the 1991 (mlt War, this anti-Muslim 
hysteria leached a new pitch Iraqis, 
Palesiiiiians and oiliei people from west 
Asia were randomly interned m the streets, 
mosques weie burnt down and racist at¬ 
tacks cscalatal. Asian men, I lindu .as well 
as Muslim, found themscises taunted as 
‘Saddam llussam'. eveiv Asian was now 
a Muslim anil a ‘tenonsi’ 

More reccmiy, however, these attacks 
have both intensified and become moic 
specifically targeted. Kn the lust tiniecs- 
plicit distinctions arc being made between 
‘Hindus' and ‘Muslims’ and lacist stale 
rnents like Chuichill's are being express¬ 
ed ostensibly in terms of religion. 

The nature and content ol British 
racism has always been shaped by the par¬ 
ticular needs of the British economy, as 
well as the dynamics of global political 


and economic relationships, in order to 
understand—and combat—this new aspect 
of racism, we need to look at how it is 
linked to shifts in the balance of powei 
in the world as a whole, and in particular 
in south Asia, since the late IVKOs. in do¬ 
ing this, we need to consider the exient to 
which the nature of capital itself in the 
1990s has affected the dominant ideology 
of advanced capitalism and the role of the 
nation state within it. And we need to look 
at the .specific changes which have taken 
place within Ihc British economy during 
the same period, and their significance for 
Britain’s black communities 

Fkdm C'oi o War iti Nrw ( riisaih s 

Since the collapse of the Soviet Dnion 
capitalism hav emerged as the globally 
dominant economic system, bui it is 
capitalism in ciisis, with dcsiK-ratc needs 
for new markets and sources ol cheap 
labour, lb meei these needs, new demands 
arc being made upon the countries of 
Asia, Africa and Latin Aniciica. Those 
countries which (like India) tiave tMablesh 
cd an industrial base and some indepen¬ 
dence from western capital arc ixiing forc¬ 
ed to liberalise, implementing policies 
which lead lo heavy dependence on im¬ 
ports and on looiloosc foreign mvesiois, 
massive mdebiedness and spiialling uri- 
employmeni. Meanwhile those counines 
where the maikcts and infrastiuctiirc re 
quired foi this ivpe of exploitation do not 
exist arc being turned into dumping 
grounds foi western arms manufacuireis 
with a senes ol devastating wars being 
kept alive by iovert, and not-so-iovcrt US 
activities. Vet in all these ca.ses. imperialist 
forces are cniountering '•c.sislance m one 
form or another from the peoples of these 
countries. With the cold war ovei, the cen 
trality of the contradiction between these 
people’s moveinenis and the imperialism 
of globalised lapital is cleaici than eser. 

To explain and justify these battles, a 
new enemy h.is been constructed in the 
west. The new ‘l-vil t.inpire’ is the 'Muslim 
belt’ 'l-turing the Gull war we were told 
that this stretched fiom the Muslim cx- 
Soviei republics in the w-csi, through Iran 
to Pakistan in the east. In 1993 the con¬ 
cept is being applied even more widely. 
For example the 37-year old war for in¬ 


dependence of southern Sudan can now 
be described as an attack by the "Muslim 
Arab north” on the “Christian African 
.south” and juxtaposed (as in a recent 
feature in the British Guardian 
newspaper), with the rise of fundamenu- 
list forces in Egypt who arc opposing the 
effects of president Mubarak’s IMF-dic¬ 
tated economic reforms, under the head¬ 
ing of “Islam on the warpath...” 

With the enemy thus defined in reli¬ 
gious terms, the struggle for capitalist 
domination can be portrayed even more 
explicitly as a battle between ‘good’ and 
levir with the forces of good lepiesentcd 
by the inseparable trinity of Christianity. 
CtemocTdcy and the ‘fieef Market. The late 
colonial myth of ‘progress’ and ‘backward¬ 
ness’ is there too of course, with a package 
of enlightening IMF conditionalities con¬ 
stituting the |white man’s burden’ of the 
j990s. But the imagery of this latest im¬ 
perialist offensive is altogether more 
violent, reminding us of a much earlier 
phase of accumulation—Europe’s plun¬ 
dering raids on the countnes of west Asia, 
which it glorified as the Crusades. 

This moral, ‘good vs evil’ element of the 
itew ideology is crucial. During the cold 
war era, any aggression could be justified 
on the basis of the need to defend the ‘free 
west' against the growing military strength 
of the communist ’bloc’ (even though the 
cold war wa.s being fought out in third 
world countries like Vietnam, Korea and 
Cambodia). Now, howevei, the perceived 
threat is not trom militarily powerful 
yates like the Soviet Union, but from 
people's movements whose military 
yrength is negligible compared to their 
adversaries. But with capitalist expan¬ 
sionism portrayed in the terms of a war 
against evil, against alien gods, then as in 
the Crusades and the Conquest of the 
America.s, any degree of brutality becomes 
justifiable in this new phase of economic 
plunder. 

iMHh.KIAl ISM AND C>lX>BAt.lSA7ION 

There is clearly a strong relationship 
between the new emphasis on a construc¬ 
ted Islam in irnperialisl ideology and 
global political and strategic shifs. But 
how fat have tlie related changes in the 
actual nature and form of contemporary 
capitalism shaped this construction? 

By the early 1980s, TNCs and MNCs 
had emerged as major forces in the world 
economy. The 1980s saw increasing frag¬ 
mentation of the production process, 
largely driven by the continuous search for 
sources of cheaper labour. As Carl Hahn, 
a rcpre.>cnidtivc of Volkswagen slated ex¬ 
plicitly in 1991. “A global strategy means 
fine tuning an international division of 
labour, segmenting work, taking advan¬ 
tage of wage differentials—the different 
price sensitivities of products, the different 
contributions products make to our over¬ 
all productivity and so on” (Harvard 
Business Review, Juiy/August 1991, p III). 
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A relatively new development during 
the 1980s was the massive growth of fin- 
andai operations uking place on a global 
scale. As C T Kurien (EPW, April 10. 1991. 
pp 655-65) recently pointed out. in a 
dimate of volatile exchange rates, “shrewd 
financial transactions, buying and selling 
of shares, buying and selling oi enter 
prises, uke-overs, mergers and all lortns 
of ‘paper entrepreneurship’ are becoming 
the best ways of making profits” for 
TNCs and MNCs. It is thi.s mushrooming 
of financial speculation at the expense of 
actual production, which ha.s (even mote 
than the complex division of the produc¬ 
tion process or the multinaiiona) owner¬ 
ship of MNCs and TNCs), led to the sug¬ 
gestion that capital is now genuinely 
‘globalised’, and that these units can be 
seen as independent of any national 
economy or government. 

Yet for these processes to continue re 
quires certain conditions to Ih- maintain¬ 
ed through the policies of third world 
governments, including unrestricted liee- 
dom of movement acros.s national boun¬ 
daries for capital and gooijs, convertibility 
of currencies, and economic and social 
policies which perpetuate the supply of 
cheap labour. Movemenis of people's 
resistance to these policies must be sup 
pressed, if necessary through the en¬ 
couragement of leaclionary, chauvinist or 
blatantly fascist forces, institutions like 
the IMF and World Bank as well as the 
governments of advanced capitalist coun 
tries are still playing a central role in main¬ 
taining these conditions. 

The perpetuation and jusnncaiion of 
this roic through the ideology of imperia¬ 
lism also continues despite the ‘globalisa¬ 
tion’ of capital. But inevitably new aspects 
of this ideology will reflect this globalisa¬ 
tion, while remaining rooted in the history 
and culture of the western societies where 
it originated. This is perhajis one reason 
why instead of championi.ig the interests 
of nation slates or strategic blocks, the 
emphasis now is on the defence of a 
vaguely defined but world scale ‘civilisa¬ 
tion’ against an equally global enemy, 
‘Islam’, with no contwlling centre (unlike 
its predecessor, world communism) and 
few unifying features beyond a perceived 
threat to capitalism. What is dear is that 
the relationship between capital, the 
nation state and ideology in the 1990s 
has become a vital issue for the left to 
address. 

The recession and the devastating con¬ 
sequences of a decade of Thatcherism — 
which meant the effeclivc dismantling of 
Britain’s manufacturing industry duiing 
the 1980s—has left Britain t.Tiing to attract 
investment from foreign'-owned MNCs 
and TNCs on the basts of its cheap labour 
and lax labour prweetion laws. The dogged 
refusal of the British government to accept 
Maastricht proposals limiting the numbei 
of hours per week employers can demand 
from workers to 48 recently underlined the 


implications of such a strategy. While suc¬ 
cessive pieces of legislation have removed 
whatever legal safeguards existed for 
workers (the most recent is the Fmploy- 
ment Bill, under which Wages Councils, 
which .set a minimum wage for some of 
the lowcsf-paid sectors of the economy, 
are lo be abolished) the trade union.s have 
been systematically attacked and their <.f- 
leciiveness undermined. Union member¬ 
ship has fallen from 5.) j»er cent of workers 
in 197v to 37 per cent now. But this also 
reflects underlying changes in the structure 
t'f production and the character ol ihe 
workforce itscll Britain now piovidcs 
workers at the least skilled levels of globa¬ 
lised pnxiuc'tion prtx'esscs, through snial) 
scale siibcoriiracied factories and sweat¬ 
shops vcatiercd throughout its ex-indust rial 
wastelands, surviving precariously on con¬ 
tracts from large firms and paying wages 
far below any e-iirnaie of an acceptable 
minimum wage The white male skilled 
workers who termed the traditional base 
of Ihe Hade union movement until the late 
197(K have been virtually eliminated; 
eniployTTienl here is often temporary and/or 
part-time (two Brit'sh workers in five are 
now outside permanent full-time employ¬ 
ment), and IS olfered largely to women. 
And It is here that black workers fit into 
the British economy in the 90s—while 
1 ondon’s service sector, which has grown 
along with the ever-expanding demand 
from Ihe City’s financial sector, maintains 
it.s piofit-s increasingly through the exploi¬ 
tation ol recent refugees from third world 
countries, outside Lxindon men and parti¬ 
cularly women from the established Asian 
and African-Caribbean black communities 
of the Midlands and the north of England 
are finding that the only available jobs are 
in the small factories which supply com¬ 
panies like Ford, Nissan, IBM and Xerox. 
Blit these faauries arc also today one of 
the few sources of workers’ militancy, and 
workers there are finding new ways of 
organising, going beyond the limitations 
of the traditional trade union structures, 
as at Buinsail, a metal processing factory 
supplying car parts lo the big manufac¬ 
turers, where a strike led by Asian 
women workers ha,s been going on for 
over a year. 

Chans, i.Nt, Fv F oi British Racism 

Black people first came to Britain as 
workers in significant numbers in the early 
1950s, in response to the needs of the 
booming post-war British economy. As 
the expectations of white workers rose, 
black workers were systematically recruited 
to do the worst paid and most unpleasant 
jobs, providing labour for.the newly esta¬ 
blished national health service and for 
London transport, and working nighi 
shifts in mills and foundries while the day 
shifts were kept for white workers. The 
racist ideas which had evolved out of— 
and reinforced—the systems of surplus 


extraction ftom Britain's colonics now 
allowed black people in Britain to be 
exploited to the full 

But while images and assiimpiions in¬ 
herited fiom colonialism continued lo 
shape black people’s experiences in Bri¬ 
tain 111 the 60s and 7()j, racism developed 
a whole new dll■ncn.^ion which was roolcd 
in the rule of black workers in the British 
evonomy. and Ihe relaiioaship bciwecn 
Nack coinniiinilies and the stale in Britain. 

In order to cnk'rs'c Draconian immigra¬ 
tion law.s. w ho'-c role was btiili lo regulate 
the labour supply and to limit and control 
the esiabii'-hment ul sciiicd hlaik com- 
mumiies who could demand b.isic rights, 
Asians weic defined in popular i.icism as 
‘illegal initnigi;iriis’ Denied access to de¬ 
cent housing, they weie accused of 
creating squalor and over, rowding 

In the )98{K, wuh growing unemploy¬ 
ment and incieasinglv orpamsc'd resistance 
lo slate policies horn ihe blac k communi¬ 
ties, repressive policing and suiveillance 
of these comm unities was intensified At 
the same time, however. suIuIct lorms of 
control emerged winch iiisoivcd the appro¬ 
priation and teconsmictioii ol particular 
cultural identities ’Muliiculturar policies 
apparently recognised the specif'c needs 
of so-called 'elhnic muioritic's’ in the fields 
of cducaimn, social seisices .n-.d access to 
resources lor cornnuuniv ot gam sal ions. 
Bui underlying this was an aitempi to 
reverse the process thiough which a 
■•black’ identity had emerged oui of a 
series of shared struggles against racism 
as a political idcniity through which 
people could define iheinselves in relation 
to the British state and white society 
cultural identities were redefined as a 
static set ol ’iraditions' which denied the 
reality of struggle and change Black was 
divided into Asian and Aliican Carib¬ 
bean, and Asian in turn was divided into 
Gujarati, Punjabi, Bengali.. Thc'se 'divide 
and rule’ policies were sirenglhened by 
making organisations rcpicscniiug these 
‘ethnic’ tommuniiics, oden led by the 
most reactionary elements within the 
oommuniiy. compere with e.acn other (or 
state funding Sigti.tiranilv however, 
during this pciiod ihe ethnic ideniities 
which the state -.mposed on Asians were 
linguistic ones --coumry of origin never 
came into it, and religion was merely 
touched upon 

Clearly therefore, she new w.ne of 
British racism expressed in si>ccifically 
anti-Muslim terms is rooted in specific 
economic and poliii^a! changes which 
have taken place relatively recently, f irst¬ 
ly, the recession and the economic policies 
of ihc 1980s h.'ive led lo a sharp polarisa¬ 
tion between the standards of living of 
rich and poor and massive unemployment 
among .A.sians —Hindu. .Micdim and Sikh. 
And Without an mdusinat base, the 
British establishment is no longer con¬ 
fident and secure-as wc hawt; seen, econo¬ 
mic survival now depends on attracting 
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'foieign investment and on die goodwill of 
America, Germany and Japan. This has 
engendered a paranoia, a fear on the one 
hand of (he ‘underclass'; tlw dispossessed 
who at any moment may rise up and de¬ 
mand their share and on the otha of tnit- 
tiders*, the ‘enemy within’ who are work¬ 
ing to undermine the fragile fabric of 
society. 

This was (he mentality which informed 
the documentary ‘Underclass in Purdah’ 
which was shown on the BBC’s long-esta¬ 
blished documentary series ‘Punorama’ a 
few months before the Winston Churchill 
speech. The film provoked widespread 
anger with its portrayal of Bangladeshi 
and Pakistani Muslims in Britain as an 
‘underclass’ of “criminals, drug-pushers 
and pimps", it is present too in the media’s 
coverage of the establishment of Muslim 
schools in Britain, full of dire warnings 
about the undermining of British ‘tradi¬ 
tions’ of democracy and liberalism; or in 
(he variety of implicit and explicit media 
comments on the ‘loyalty’ of ^tish Asian 
Muslims, ranging from responses to anti- 
Gulf war protests to coverage of Engiand- 
Pa.kistan Test Matches. 

The fact that the Panorama documen¬ 
tary chose to emphasise (he ‘close tics’ of 
the Asian Muslim communities with 
I^kistan and Bangladesh highlights a key 
change in the character of British racism. 
Bor the first time since the height of the 
anti-colonial movements, we have entered 
a phase where the dominant perception 
of black people in Britain is being largely 
determine 1^ struggles between impeiia- 
lism and third world peoples, and speci¬ 
fically by Britain’s relationship with their 
countries of origin, in this period of acute 
economic crisis and globalisation of 
finance and production, the outcome of 
these struggles is vital for British capital. 
Equally importantly, as we have seen, the 
lew jobs which are available to black peo¬ 
ple in Britain now incorporate them into 
a di^Knsibie globalised workforce, along¬ 
side workers doing identical jobs in third 
world countries, and into economic 
relationships which extend beyond the 
boundaries of the British state. Not 
surprisingly (hen, whereas previously the 
position of black people in racist 
ideology was defined by their role as 
workers in British industry, it is now 
defined increasingly by (hdr real or im¬ 
aginary connections with anti-imperialist 
forces. 

for the British state then, black people 
bring back to Britain (he threat which 
third world peoples are posing to its in¬ 
terests on a global level. In fact, the con¬ 
nection between black communities and 
the threat of third world revolution is 
made explicit in European-level policy for¬ 
mulation, where issues of combating 
‘global tenorsm’, preventing immigration, 
and deterring asylum-seekers have become 
inextricably inked in the discourse of 
‘Fortress Europe'. 


In this contest. Britain's differentigi 
relationship with the countries of south 
Asia has berxme an tmporunt factor shap¬ 
ing the experiences of Asians in Britaitt 
While western governments continue their 
covert support for pro-western Islamic 
organisations like Bangladesh’s Jamaat- 
i-lslam, in a reversal of earlier positions 
India has in the Iasi few years emerged as 
the favoured ally of the west, the en¬ 
thusiastic proponent of IMF-dictated 
liberalisation policies—a position which 
is unlikely to change even—or especially— 
if the Hindu fascists’ project of captur¬ 
ing state power were to be successful. 

Of course, the British government has 
always had a ‘special relationship’ with the 
Congress I^rty and the Indian authori¬ 
ties—but recently this has been noticrably 
strengthened. We have seen a spate of top- 
level official visits, notably John Major’s 
Republic Day presence in the wake of 
Ayixthya and its aftermath, widely regard¬ 
ed among Asian communities in Britain 
as an endorsement of the Indian state’s 
role in those events. And India’s new 
economic policies are receiving an ecstatic 
prodigal’s welcome: Manmohan Singh, as 
Guardian readers were informed recent¬ 
ly, is a man whose “vision of human be¬ 
ings” would “help create wonderful 
dreams instead the living nightmares of 
hell called the daily lives of ordinary 
Indians”. (For the British public, familiar 
with the film ‘Gandhi’ such unworldly 
saintliness is only to be expected in an 
Indian leader.) 

This portrayal of India as a bastion of 
(kmocracy and the free market, and its 
position at the heart of the supposed 
‘Muslim belt’ fits well into the ’Islam vs 
civilisation' world-view. And it has serious 
implications for A»ans living in Britain. 

For the first time Asians are being 
characterised within the dominant dis¬ 
course as Indians, Pakistanis and Bangla¬ 
deshis. Indians, we are told, are mote 
hardworking, better educated, more law- 
abiding, and, presumably as a result, 
wealthier. The stereotype of the successful 
Asian shopkeeper, elusive in real life (most 
Asian shopkeepers from all communities 
went into business as the only alternative 
to the crushing racism of factory work, 
and remain in business only through 
superexploiting themselves and thar fami¬ 
ly members) is now being used to distin¬ 
guish, in racist mythology, ‘decent’ Hindu 
Indians from ‘criminal’ ‘fanatical’ and 
‘irrational’ Muslims and Sikhs. These 
new distinctions are used—like the old 
ones—to divide and weaken the black 
communities. 

On another level, the commitment of 
the British and Indian g<werninents to 
“co-opera|c in the fight against terrorism” 
which was formalised during (he home 
secretary’s 1992 visit to India, has had 
several concrete con-sequences. Applica¬ 
tions by Indian nationals for political 
asylum in Britain are now largely being 


rejected, sometimes on the basis that these 
people pose a threat to Britain's own 'na¬ 
tional security’. Fbr British immigration 
officials and police, Sikhs and Kashmiris 
settled in Britain are no longer simply 
‘illegal immigrants, but potential ‘ter¬ 
rorists’ as well. This has been used'to 
justify intensified harassment and surveil¬ 
lance (through, for example the prolifera¬ 
tion of passport checks for any kind of 
sute benefits) of working class Asian 
communities. And while in several cases 
organisations representing opposition to 
the Indian state have been investigated by 
the authorities here and had (heir funds 
seized, British-based ‘NRl’ businesses 
continue to provide large-scale fiMunciai 
support for (he BJP and the VHP un¬ 
hindered by the British government, in 
fact, the VHP currently controls a number 
of Hindu Vrommunity’ organisations 
which have received funding from the 
British state—and continue to do so 
despite their blatantly communal posi¬ 
tion—another example of the British 
state’s strategy of promoting the most 
reactionary elements within the black 
communities. 

These changes in British racism—and 
(he shiRs and transformations which have 
produced them—raise a number of ques¬ 
tions of strategy for anti-racist forces. 

One of the most striking implications 
is (hat if struggles taking place in third 
world countries arc now once again direct¬ 
ly shaping British racism, it is vital that 
progressive black organisations in Britain 
develop a clear international perspective, 
and in the case of groups based in Asian 
communities, that strong and effective 
links are forged with anti-imperialist, 
democratic and revolutionary people’s 
movemeni.s in the countries of south Asia. 
All too often in the pa.st, these black 
groups, fighting urgent daily battles 
against the state, against fascists on 
(hr cirerts, and within the community 
itself, have limited their wider vision to 
symbolic identification with the 
straightforwardly anti-racist, anti- 
imperialist struggles of the peoples of 
South Africa and Palestine Th^ have 
succumbed to the British media’s 
deliberate mystification of south Asian 
politics which is portrayed as 
unimaginably complex and motivated by 
irrational and inexplicable passions. Now 
however this is changing—there is a 
growing recognition that not only do we 
need to understand this politics in 
order to make sense of our own ex¬ 
periences in Britian, but in a future 
of globalised capital, active alliances bet¬ 
ween otploiled peoples will pl^r a vital 
role in the formulation of strat^ies 
for resistance and revolutionary transfor¬ 
mation. 

{Many of the ideas in (his anide have developed 
out of discussions in South Asia Solidariiy 
Crewp) 


1290 


Economic and Political VMxkiy June 19, |9^ 



PERSPECTIVES 


When is Access to Health Care 
Equal? 

Some Public Policy Issues 

V R Murale«rdharan 

The purpose of public policy, both in market and non market 
economies has always been to reduce harriers in access to health 
care. To achieve this purpose, it has to address certain questions: 
What does equality of access to health care mean? What can be 
done to promote equality of access, however it may be defined? 


I 

THE issue of equality of access to health 
care has two related questions -access to 
whom and access to what? They seem to 
have a simple answer: there should be ac 
cess to health care services for anyone m 
need of it. Specincaily, it means that, non- 
medical features of individuals (such as 
their community, sex, getrgraphical loca¬ 
tion, or ability to pay) should not deter¬ 
mine their access to health care. While 
public policy in the past has tended to 
remove some of the important barriers in 
access to health care, it has had to face 
more acutely the question, access to what. 

Whether or not policy-makers believe 
in greater intervention by the state, or in 
market forces for providing health care, 
they should be concerned with the follow¬ 
ing central questions: 

(a) Does it improve the access to and 
maximise the quality of health care? 

(b) Does it minimise the cost of health 
cate? and 

(c) Will it be politically and othcrwi.se 
feasible and acceptable? 

These questions may be staled in dif¬ 
ferent ways, but the issues remain the 
same all over the world. The available 
resources are limited and therefore every 
rupee committed to health care would 
mean a rupee less for other things. We 
must know what we would have got for 
weiy rupee that we give up. The trade-off 
issue involved between cost of care and ef¬ 
fectiveness (at individual and societal 
levels) is beroming more and more dif- 
ficutt to resolve over the years as advances 
in medical technologies take place The 
■mponaaoe of this critical trade-off issue 
lies in the fact that the optoome of these 
decisions will determine ‘who shall livd 

There arc a number of macro decisions 
that need to be considered while designing 
> health-care system for a country. Ilrcse 
macro decisions determine (a) what kind 

health care services will exist in a socie- 
iVt (b) who will get them and on what 


basis, (c) who will deliver them, (d) how 
the burden of financing them will be 
distributed, and (e) how the power and 
control of these services will be distri¬ 
buted.' These decisions, which critically 
affect the level and distribution of our 
well-being (“die risk of our getting sick 
the likelihood of our being cured, and the 
degree to which others will help us when 
we become impaired or dysfunctional") 
involve issues of social justice. The issues 
of social justice arc: How nvich of equali¬ 
ty should (here be?. What inequalities in 
access to health care are morally accep¬ 
table? How should the burden of achiev¬ 
ing that equality be distributed? We are 
yet to evolve a framework and a set of 
principles which may serve as a ‘public 
and final' basis for resolving disagree¬ 
ments about how basic institutions, such 
as health care institutions, should be 
designed; so far, there appears to be no 
consensus on any set of principles to 
resolve the conflicting claims advanced by 
different groups within a society. 

Some believe that an appeal to the no¬ 
tion of right to health care will help 
redesign the system which can eliminate 
inequalities in the distribution and access 
to health care. But it should be noted that 
a clear distinction between right to health 
care and ri^ to health is not always 
possible The notion of right to health care 
is loo bioad and vague unless they are 
specified further. Things become a lot 
more complicated, when we want to ex¬ 
press our concern for equality while talk¬ 
ing about right to health: do we vrani 
lequal right to health*, or ‘right to equal 
health*? The right to heahh includes a 
much broader range of actions—some of 
which me normally not edhsidered as part 
of health $e*'vices—that affect health. A 
right to health care could mean different 
things to different people, both with 
regard to the scope of what is being claim¬ 
ed and with regard to the justification it 
needs. In general, a right to health care 


may be decomposed into the following:^ 

(1) Society has the duly to its members 
•o jllocaic an adequate share of its total 
lesources to health-related nceiis, such as 
ih»' protection ot environment and the 
provision of medical services; 

(?) .Society has the duty to provide a just 
allocation of different types of health ser¬ 
vices, taking into account the competing 
claims of different types of health needs; 

(.)) liach person is entitled to a fait share 
of such services 

But none of itiesi' helps (that is, asset 
ting a right to health cate does not help) 
us in anyway in deciding aNiut the follow 
ing policy issues. 

(1) What share of total resouitcs is adc 
quale for servicing health needs? 

(2) How should such a .share )x divided 
among the different iyt>es of fieaith needs? 

(3) What is an individual's fair share of 
such health .services'?. This includes an 
answer to the question, who should pay 
for the .services'* 

The right to health cate is thus very 
vague and this docs not help us settle the 
complex problems about how health ser¬ 
vices should be financed. 

It appears as if the most iinponant 
que.stion underlying the above di.scussion 
is: ‘is health care special'? Should we view 
it as we view othci commodities in out 
society so that tiiegualiiie:^ in access to 
health care may prevail with inequalities 
in olhci respects; or, should w- view it as 
'special' because of ns very specific furic- 
tiotis and its effects in improving tlie 
quality of our life in vaiious ways? ir¬ 
respective of the position we may lake, it 
should be noted that the question; Is 
health care special? determines the basic 
structure and design of a health care 
delivery sy.Mem. As the special nature of 
health care continues to occupy the minds 
of academics and policy-makers, there is 
a strong view emerging ail ovet the world 
that there are reasons of justice for 
distributing health care more equally. This 
has played a significant role in regulating 
the structure of the delivery system: these 
include regulations about the extent of 
capital investment in hralth care, contain¬ 
ing cost ol care through various cosi- 
sharing and budget-capping proposals, 
restricting the autonomy of providers, etc 

The tremendous increase in the cost of 
delivering health care, which is one of the 
direct consequences of its increasing 
dependence on high technology, has pos¬ 
ed more sharply the question of access. 
The purpose of public policy, berth in the 
market and non-market economies, has 
always been to reduce some of the impor¬ 
tant barriers in access to care. In fact, the 
two most important goals, namely, (a) to 
have an universal access to health care and 
(b) to contain the cost of obtaining care, 
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havt largely guided the policies of many 
countries; the primary health care (PHC) 
model adopted at Alma Ata conference 
in the late 1970s was largely guided by 
these two considerations. But whether or 
not and to what extent such policies in faa 
have helped achieve full or greater equality 
in the distribution of health care is not our 
main concern here. We are more concern¬ 
ed with asking, what does equality of ac 
cess to health cate mean? What can we 
do to promote c«}uality of access, however 
It may l>e defined? The former is dealt 
with in Section 11 and the latter in Sec¬ 
tion III. 

II 

The literature on access to health care 
is quite extensive, covering a wide range 
of issues, one of which is the measurement 
of the inequality in access to health ser¬ 
vices. It is often in the selection of criteria 
for the measurement of inequality that 
disagreements arise. What follows is a 
brief discussion on some measures of 
equality of access to health care, as pro¬ 
posed by Julian le (irand, and Jones and 
Moony.’-^ The measures that we consider 
here are: (1) Equality of public expen¬ 
diture; (2) Equality oi cost of health care; 
(3) Equality of physical accessibility; (4) 
Equality of use (use per need); and (S) 
Equality of outcome, this list is certainly 
not exhaustive; it is possible to add a few 
more. 

EyiiAinvof Puni it E.xPiNniiuRt 

This argues that resource allocation for 
health care to individuals should be made 
on per capita basis. This will result in 
allocation of the available resources to the 
members of the stKiety in equal propor¬ 
tion. The weakness of this apparently just 
approach is that different individuals may 
have different health cate needs and 
therefore equality of public expenditure 
may in reality be inequality. There may be 
no consistent bias or a pattern of disad¬ 
vantages against any particular class, but 
if its health care needs arc taken into ac¬ 
count (say. based on the reported level of 
illness of the individuals), they might be 
spending much less than ihey ought to 
have been. 

Eodaiiiv ot Com or Ht m hi Cnri 

This argues that the cost ot I'biainmg 
a health service should be the same for 
all the individuals. While ii establishes 
equality m terms ol cost ot care, it clear¬ 
ly ignores the principle ol ability to pay. 
In fact, much ot our confusion about 
equality of care arises bc'cause not ail 
members of a society belong to the same 
economic class and have the same pur 
chasing power Financial barriers lie at the 
centre of out discussion about eqiialitv 
Individuals belonging to different econo 
mic classes but with equal need foi a pai- 


ticular health care service woiild sufftr 
from unequal access to it if the cost of ob¬ 
taining it is the same for all. So obiairv 
ing equality of cost indeed will result in 
inequality of opportunity to access. 

EOHAIITV or PHVSICAt. A( CESSIBtl MY 

The role of space in defining equality 
of access is very important, as the distance 
an individual has to travel to reach a 
health care facility has a direct bearing on 
the extent to which hc/she will use it. 
Some studies have shown that the use of 
health services is a direct con.sequcnce of 
proximity to tho.se resources.' In essence, 
one may .say that there is a ‘distance decay 
in the numbei of patients registered with 
a particular doctor with distance from the 
doctor’s surgery".'* Travelling a long 
distance to make use of a health care 
facility will affect the actual use of it, for 
it involves loss of time, effort and money 
This deficient^ may be remedied by recog¬ 
nising the social groups for whom clis 
tance is a major barrier to access and 
locating the facilities in discrete (X)sitions 
Measuring inequality ol access using 
physical accessibility is very useful for 
micro-level understanding of the prevail 
ing conditions. The trouble with this 
measure is that it may not cater adequate 
ly for the regional need. In a sense, it is 
similar to the notion of equality of pci 
capita expenditure; just as it docs not in 
general satisfy the needs of different intli 
viduals, the equality of physical acecssi 
bilily too docs not in general cater to the 
needs of a region. It may be that a region 
srell provided for (relatively speaking) 
ntighi in fact need mote resources to mcci 
the required level of care. 

Eohai IIV oi List 

Another view is that there should be 
equality of opportunity to use according 
to the needs. Various attempts have been 
made to infer this from measuring ‘equ.tli 
ty of utilisation per need’. This is an ini 
portani criterion, perhaps the most ap 
pealing of all mentioned so fas, since ii 
demands that individuals will have attess 
to health care whenever there is a medical 
need In effect, it states that only healih 
status should determine access to healih 
care —equal treatment for equal need Bui 
we know that there are .several laciors 
other than health status that have an el 
led on the use of health care, and there 
fore we require a way ol icsimg which ul 
these other factors actuallv do have a 
significant effect on access (measured m 
terms of actual use). These other laciors 
mtiy be termed potential access factors 
some ol them aic related to ihc structural 
(caiiires of the healih care system, such 
as the availability of physicians, hospiial 
beds, patient-doctor ratio, distance, etc, 
and some of them reflect the ‘predisfKvsing 
and enabling’ features of the individuals 
in the pttpulation, such as age, social and 


cultural background, income ana insu¬ 
rance coverage level, etc’ All these play 
an important role in determining the level 
of access to health care achieved by an in¬ 
dividual. Our task is to understand and 
explain how much of the variations in ac¬ 
tual use of health care is due to need and 
how much due to potential access factors. 
H our policy is to allow access to health 
care based on'nccd alone, then we must 
eliminate all of barriers arising from Ihc 
potential access factors which produce in- 
lergroup variations on realised access 
(utilisation rates) If a potential access 
variable, say waiting time for an appoint¬ 
ment (sometimes also called a pitKCss 
variable in the literature), is found to hav«c 
no effect on utilisation rates for popula¬ 
tion subgroups, then it is not cat.sally 
significant according to the criterion Iteing 
proposed. The test of equality of oppor¬ 
tunity to use IS ihc actual use, it may he 
claimed, because, “the prool of the pud¬ 
ding is in the eating"." 

But we must be careful about this logic 
It IS true that measuring equality of ac¬ 
cess as use per need has ccriaiu relative 
advantages over ihc oiheis. Bui ihere can 
also be several objections to using such a 
measure (a) variations in iioicniial .icccss 
factors can have serious equity implica¬ 
tions even it they do not show up in 
utilisation tales. Time sivcni in the wailing 
room, or the money spent out-ol-pockei, 
may not ailed the utilisation rates, but 
may have a significant ell’cct on the saiis- 
faction with care Equal utilisation per 
need d(Ks not necessarily mean equal et- 
ficacy of the services delivered 1 he quali 
ty of services might vary, though use per 
need is similar. I he issue is also closely 
linked to the patients' jKTCcpIiori ol quali¬ 
ty ol care received by iheni; (b) It is there 
foie arguable ihat ’'unifoiiuiiy between 
subgroups in utilisation rates (use pc' 
need) is not even a necessary condition lor 
equitable access’"' l-or example, some 
subgroup variations might be exirlamcd bv 
dillerenees in altitudes toward health caic 
One can give several examples in Ihiv 
respect. One miglii underuse a healih care 
tacility simply bceau.ve one is avcise to ii 
on some moral oi philosophic grounds 
Iheie mas be some religious and aesihctic 
reasons as well tor ikm using a scivice. Il 
may be due to ignorance, or due to in¬ 
formed (principled) choice. IVrccived sub 
tective needs (i e, one’s perception of when 
one IS in need ol medical s’are) plav an im¬ 
portant role m seeking healih care. So. 
clearly ihe 'equality ol use' approach 
leaves much room lor modification. Isqui- 
ly ol access must ensure equality ol quali¬ 
ty ol care. Ihis condition is ficrhaps the 
most difficult to ensure anJ none of Ihe 
above measures can capture this aspect 
adequately In fact, as wc shall see below, 
the quality ol care (as fell and realised by 
the patients) has now become an impur 
taut component in esaluaiirig the effee- 
tivcncss of medical services. 
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bgUAI ITV OF MtAJ-TH tMiH OME 

The measures (hat we have discussed so 
far are concerned with equalisation in the 
provision of health resources, tquaiity of 
outcome attempts to measure the out¬ 
comes of such provisions of health care, 
rather than merely on the amount spent 
on the various sections of the society. To 
the extent there is equality in health, it 
may be argued, we may say that equality 
of access ha.s been achieved. This is closely 
akin to (he issue of right to equal health, 
referred to in Section I. This is a much 
larger i.ssue. We may measure the out¬ 
comes of health care provision, say in 
terms of age-specific death rates, life ex¬ 
pectancies, and so on and compare them 
across various populations. But such com¬ 
parisons do not recognuse the genetic, 
cultural and other exogenou-s factors that 
have a bearing on the health of the peo¬ 
ple. We do not have a ncut ral definition 
ol health that can lu- applied to indivi 
duals from disrrse cultural and social 
hackgrouds. Some individuals may not 
desire, for example, the same years of life 
or may (in fact, do) view illness differently. 
The definition of good health is perhaps 
the most vexing and frustrating of alf 
I.SSUC.S. In fact, a new movement is taking 
place in redefining ‘out''umes’ of medical 
interveniion.s. Tiadilionally. safely and ef¬ 
ficacy of medical irciitmcnLs were measured 
using clinical, phy.dological and bio¬ 
medical indexes. Now the range of out¬ 
comes has been expanded to include the 
following: functional status, emotional 
health, social interaction, cognitive func* 
lion, degree of di.sability and so on."^' 
The information on these can be obtained 
only with the help of patients which will 
be subjective. Although these are still im¬ 
perfect measures, it is hoped that they will 
greatly enable the providers, the emplo¬ 
yers. the policy-makers and other concern¬ 
ed parties (hke insurance companies) in 
evaluating more ngoiously the eflec- 
liveness of outcomes of medical services. 
Understanding how different interven¬ 
tions affect ('such factors as physical and 
emotional function, social activity, and 
return to work’) will provide a more sen¬ 
sitive gauge of the effectiveness of in¬ 
terventions. Providing such information 
to doctors and patients may lead to wiser 
decisions." The point made here is that 
use of traditional measures of outcomes 
to infer the level of access to health care 
IS highly inadequate and is no more con¬ 
sidered satisfactory in evaluating effec¬ 
tiveness of medical services. T herefore, 
such measures cannot adequately reflect 
the equality of access to health care 
achieved. 

Ill 

When is then access to health care 
equal? and how do we measure it? Each 
of the above-mentioned measures of 
equality of access fails on many grounds. 


parttcuutriy in meeimg 'neeas; i n« laen- 
tification and nwasumnent of need is cen¬ 
tral to the promotion of equality of ac¬ 
cess. it appears that neither equity nor 
need can be denned precisely. To what ex¬ 
tent each of the measures discussed above 
answers the two interrelated questions, ac¬ 
cess to whom and access to what? Should 
we allow universal access to all forms of 
available and validated health care sci vices 
or only to select health services? The issue 
is one of achieving a balance between 
hori^ontal and vertical equity. The discus 
sion invariably leads us to defining health 
care needs, and still further, to questioning 
whether each of such needs (however they 
may have been estimated) should neces¬ 
sarily be fulfilled. There is in fact yet 
another deeper problem in the whole ex¬ 
ercise, namely the presumption in all our 
discussions that for every medical need 
there exist a remedy, even though often 
there is nonc.'- 

It appears tliat it is impossible to dcTine 
basic health care needs, strictly speaking, 
for all the individuals in the society. It 
varies from region to region and from 
decade to decade, because our capabilities 
develop with changing technologies and 
knowledge-base. Yet at any given point of 
lime we arc forced to set our priorities, 
and decide who shall get what and how 
much. Every country in the world at pre¬ 
sent has been attempting to define its 
basic health care needs, which boils down 
to prioritising the various health care pro 
grammes and each one of them has been 
experimenting with a combination of dif¬ 
ferent mechanisms for delivering health 
care to achiexe equity in health care pro¬ 
vision.” Some countries have largely 
relied on market forces to deliver health 
care, some have chosen to deliver .solely 
through public funds, and there are some 
cHher countries which have adopted a 
combination of these two methods to dif¬ 
ferent degrees. But what ever be the 
mechanisms adopted or been experimen¬ 
ting with, there has been increasing 
evidence of widening disparity in access 
to health care across various social clas.se$. 

As for India, a recent study undertaken 
on behalf of the World Bank, laments that 
“if maternal and child health, rural health 
services, and control of infectious diseases 
arc high priorities in government health 
policy, the policies have not yet been ef- 
fectisely translated into budget priorities”." 
It finds a strong urban bias to spending— 
the share of the urban residents of the 
total public health spending is nearly 2.5 
times their share in the population. It also 
finds that state-level health spending is 
higher in states that are richer and in those 
that have lower infant mortality rates. 
States with higher infant mortality rales 
are found spending lower per capiu, and 
these slates also have a low per capita in¬ 
come. Generally speaking, there is a 
negative relation between infant mortali¬ 
ty rates and state spending. The relation 


between tneome tuta uitani moruuiiy raies 
and plan (special projects and capital) ex¬ 
penditure arc similar. Apart from sug¬ 
gesting that urban spending be frozen and 
that expenditures are targeted to rural 
areas, it offers two specific suggestions to 
promote equity in health care:” 

(a) User fees and insurance can he used 
to support private goods (such as curative 
services), with government funds allocated 
to programmes that provide benefits ex¬ 
tending beyond individual (such as com¬ 
municable disease a ntroDand that lend 
themselves to geographical targeting; and 

(b) Government should target its expen¬ 
ditures effectively to poorest areas and 
those with the worst health indicators. 

The study urges the central government 
to play a much larger role to improve the 
health of the poor, for they cannot expect 
much benefits fiom private sector or in¬ 
surance expenditures. Such a policy, the 
study suggests, is a better way of dealing 
with the following equity issues: '* 

(a) To what extent is public expenditure 
targeted to address health problems whose 
mitigation would generate benefits beyond 
individuals? and 

(b) To what extent is spending targeted 
to socially disadvantaged population 
groups who might consume fewer health 
services than socially optimal if they had 
to bear the full cost of those services? 

The policy of targeting public spending 
on poorer areas with high mortality rates 
in fact attempts to promote equality of 
licalth outcomes, and also particularly of 
real income. While, as we shall elaborate 
later, the allocation of public health 
resources generally has significant effects 
on health sums and efficiency and equity 
of health sector speding, it is not yet clear 
as to which of the public health program¬ 
mes should have higher priorities. No one 
would oppose that programmes to reduce 
maternal and infant mortality should have 
a high, priority. But as we compete with 
other public health programmes, such as 
control of infectious disease, how do we 
set the priorities and allocate the 
resources? 

There are two difficulties here. The first 
one already referred to is that we do not 
know, strictly speaking, what basic health 
care is. The second difficulty is the 
assumption (the hope) that the market or 
the state could fulfil those needs. Till 
today there is no satisfactory answer to 
these two fundamental issues. Yet. choices 
will have to be made for allocating 
resources for various health programmes, 
and they will be arbitrary so long as we 
do not have satisfactory guidelines that 
will take into account not merely econo¬ 
mic but medical and ethical considera¬ 
tions as well:” 

To be medically ju.stified, rationing deci¬ 
sions have to be personalised, because no 
two patients are exactly the same and the 
anticipated benefits of a given procedure 
vaiy from patient to patient... 
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medical inierveniiona on the cost-benefSi 
considerations must take into account in¬ 
dividual circumstances, balancing costs 
against potential beneflis in each patient... 

With each nrocedure, the cost-benefit 
as.scssmcnt depends so heavily on indi¬ 
vidual ciicuin stances that it is almost im¬ 
possible lo devise medically sound rules 
applicable to all patients. In fact, the task 
is so formidable that no one has yet of¬ 
fered a practical suggestion about how 
personalised rationing might be carried 
out systematically and on a wide scale. 
Shall we then conclude that because 
equity in access to health care can never 
be defined to the satisfaction of every con¬ 
cerned party, we should abandon our ef¬ 
forts to define and measure it? The answer 
IS an obvious No. While wc may differ in 
defining ba.sic health care needs of a socie¬ 
ty, who should get access to what and how 
much and many other related issues, it is 
possible to think of certain a.spccts of 
health care which arc indispensable for 
piomotiiig equality of access lo health 
care. They an* absolutely essential whether 
or not we are able to define clearly our 
basic hcailh care needs anti irrespective of 
the extent to which we depend on market 
forces to deliver the goods. They arc; 

(1) Prevention of il!nes.s, through health 
education; 

<2) Caring lor the patients; 

(.1) Regulations to proieit the interests 
of the patterns as well as the providers. 

These arc inlangtbles. but they will con- 
iiibute gre.ttly towards achieving equity in 
health care, and health. Public health pro¬ 
grammes will certainly go beyond the in¬ 
dividuals and cooler definrte benefits to 
the society. But we also require some 
systemic behavioural changes (items 2 and 
3 above) which are closely linked with 
changes taking place in the society at 
large. As 1^ Grand puls it, “there is little 
the health service ran do to reduce in¬ 
equality in Its use or m the private cost 
of that use. The piinciplc determinants are 
largely beytmd its control. Rather, they 
stem from basic social and economic in- 
cqualmc.s".”' hquahty of access to health 
care cannot be achieved by merely tamper¬ 
ing with certain parameters within health 
sector alone; much of the solution lies 
outside the health sector. But it should 
also be noted that changes required within 
this sector to achieve equality of access 
will also contribute towards achieving 
equality in the broadest sense of the term. 
Clearly, items 2 and 3 mentioned above 
are pr^ucis of the overall changes tak¬ 
ing place III the society and they in turn 
bring about some changes elsewhere. They 
are by themselves qualitative in nature and 
they add lo the quality of health care in 
a way othei elements of the system can¬ 
not. Quality of care is perhaps the most 
difficult to define and measure, hut one 
can certainly decom;K).se it into certain 
elements, such as those mentioned above 
These elements have begun to receive 


more attention tate m me aneunions 
on equality of access to health care. What 
follows is a brief comment on each of 
these three elements. 

Preventing Illness 

This requires not only medical but 
social interventions as well. Sometimes, 
these are not distinguishable. Take for 
example, health education. This is very 
much an aspect of the social infrastructure 
requited for social welfare; and this is also 
an effective medical intervention to main¬ 
tain and promote health. Health educa¬ 
tion should result in generating more de¬ 
mand for health care, while at the same 
time it should also result in minimising the 
burden of care (by preventing illness) in 
future. It thus performs a dual role. It may 
increase the present load of work for the 
physicians and for the state, because it 
may increase the demand for health care; 
but this will be offset by the reduced in¬ 
cidence of ill health in the future, .‘vuch 
a reduction in the incidence of ill health 
will mean a saving in the society’s resour¬ 
ces which becomes available for other pro¬ 
grammes. Hence, access to health care will 
improve over time. It is in this sense that 
health education programmes become 
cost effective, although it is not possible 
to measure precisely how cost effective 
they arc. The levci of health education is 
not only a causative factor in improving 
the access, but it is by itself also an in¬ 
dicator of achieved equality of acce.ss to 
health care at a given point of time. 
Health education is also aimed at improv¬ 
ing the participation of the people in 
maintaining and promoting their health. 
A.S Hiatt puls it, “the quality and accep¬ 
tability of the outcome |of health care 
system) rest upon the degree of public par¬ 
ticipation not only in the decisions them¬ 
selves, but in the detaib that leads to those 
decisions”.Thus, progre.s.s in health 
education, an effective way of preventing 
illness, is also a good indicator of the pro 
gress wc make towards equity in health 
care, it will indicate the qualitative im¬ 
provements made in delivering health care 
There appears to be “overwhelming 
evidence of health education cffectivencvs, 
in marked contrast to the paucity of 
health education efficiency”, and this is 
explained as due to the fact that “health 
educators lack the skills for educational 
diagnosis, which is basic to the selection 
fiom methodological options that may be 
applicable to a given situation’’.-" 
However, the policy implication is very 
clear; spend more on health education. In 
India, we have no health education pro¬ 
gramme worth its name. It hardly reaches 
the masses of the people and especially 
ih? poor; the famous ICMR/ICSSR 
report of 1980 described it as one of the 
most neglected areas in the health field.-' 
In fact, health education can no longer be 
justified purely from humanitarian 
grounds. They play a complementary role 


in lire oeitvery oi imitn semm, oe n 
curaiive or preventiwL It is h {nrt of 
preventive as well as promoiive strategy. 
There are some who even argue that 
“health education strategies could even 
stand on their own as belter allemaiives 
to other intervention options currently 
favoured by health workers”.^ It is true 
(hat preventive medicine is not always cost 
effective from the sundpoint of either the 
sodety as a whole or the individual. But, 
in many circumstances, preventive medi¬ 
cine is cost effective and more attractive 
in terms of its net benefits than many 
forms of rescue medicine.^’ Cost effec¬ 
tiveness as a criterion poses a number of 
difficulties in evaluating medical interven- 
don. There are several ethical and concep¬ 
tual difficulties involved in judgments of 
cost effectiveness.It is difficult to judge 
the cost effectiveness of many preventive 
and curative programmes and develop a 
mixture of them that will most reduce 
levels of morbidity and mortality.^ In 
view of these, it is argued here that we 
should accord a high priority for health 
education programmes which will not on¬ 
ly be cost effective, but can even make 
many competing intervention options 
redundant over a period of time. 

Caking por ihl Sick 

What can wc say about ’caring’ for the 
sick? Caring essentially means, “listening 
to the patient, identifying and relieving 
anxiety, recognising and managing pain 
and other symptoms, compassionately at¬ 
tending to the general and specific needs 
of the patient and family”.^* Caring is 
even more qualitative than health educa¬ 
tion, and virtually impossible to measure, 
but can be felt only by the those who 
receive health care. 

It is hard to deny the fact that delivery 
of care has become more institutionalised 
and depersonalised, as the scientific bene¬ 
fits of medicine have been extended. As 
one cniic puts it, 'as medicine progiesses, 
physicians regress’.^’ Medical care has 
certainly become more commercialised, 
too entrepreneurial and the reputation of 
medicine as a (rusted profession as well 
as the profession's own view of its basic 
values have undergone some significant 
changes. As Reiman puts it while com¬ 
menting on the stale of modern medicine 
in America:^* 

It IS hard to predict what our health care 
system will look like in the year 2000, or 
what the conditions of medical practice 
will he. What seems clear, however, is (hat 
physicians will have little opportunity to 
help shape the future if they do not retain 
their public credibility... If physicians 
choose to act from self-interest, or even 
if they merely pul themselves in positions 
that suggest self-interest, they risk damag¬ 
ing their most precious possessions—the 
trust and rnipect of their patients and the 
esteem of the general public 
There has been an increasing level of 
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sionate aspects of modern medidne. 
Several reasons an ated for this deteriora- 
tion ” Some have aiigued that the inequi¬ 
ty within the profession itself, measured 
m terms of the differential rewards physi- 
aans receive, has been one of the causes 
for the present diduumony in the qmem ^ 
Many solutions have been offered depen 
ding upon what they consider to be the 
root causes A very widely held view is 
that there is something inherently con¬ 
tradictory between science and humanity, 
between technology and compassion 
Anolhcr explanation for the lack of com 
passion among the physicians is that their 
education has become veiy narrow over 
a period of lime ” The list of such far 
tors can be extended 7 he physician being 
largely a reflection of society exhibits the 
basic values governing the society As 
Click puts It 

the iundarnental problems he for the most 
pan outside the medical establishment, 
within society as a whole The student’s 
basic iiiotivations. goals, rrxles of ethics, 
and concern tot others are already 
established when medical studies begin, 
and ihi medical sr hool must work within 
these maior constraints Unfortunately, 
medical tiaining an disillusion and render 
cynical even some c(iiite decent students, 
but raiely ran it convert a basically 
self centred and cgoistu person into a 
humanitaiian 

The quesnon is can science train in 
dividuab for inoial bchavirxir better than 
religion can’ As western societies chang 
ed from being religious to secular socie 
ties, changes also (Kcuricd in the goals 
atid behdvioui of their cili/ens “the crisis 
of humane medicine is the result of the 
failure of secular democratic soaettes to 
niculcatc moral and ethical values into 
then cducaiional systems"We must 
address the issue of basic education 
towards ethic il and moral values from in 
fancy onwards I hat night be achieved 
either wah ithgion a means or with 
some oth( r substitute But the training in 
ethieal valu's is an urgent need To use 
sdisk’s expicssion again, “our societies 
must come to grips with this problem, 
because this problem transcends medicine; 
It threatens the very fabnc of [our] sck lal 
struclure and its future" ^ 

Click s diagnosis of the basic problem 
and his suggestions are not new Many 
have made these suggestions in one way 
ot another In fact, the following words 
of the iCMR/K SSR report of 1980 ref 
led the same diagnosis of the malady 
Health care dificrs from other so( leial ac 
(ivities in the greater expectations of the 
public that in addition tu technical com 
peiencc, personnel should have an abiding 
spirit ot social service and should bring 
concern and humanity to bear on then ac 
iivmes Unfortunately, the current trends 
in this regard arc far from happy 7 he tm 
personal callousness which is bird in large 
hospitals IS spreading and the system is 
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and corrupt. TIk public dlssatnfaaion 
against these trends is manifest and 
spreading the only wi^ is to reverse these 
trends and reinfect the health services with 
a spirit of service. This is partly a respon 
sibility of training process 

PROirtTINO PAUlNrS' AND PROVIDIRS 
4Nr^:RIS^^ 

The third indispensable element for 
establishing an cquiiabte and sustainable 
health care system is to introduce checks 
and regulations to protect the interests of 
the patients as well as the providers This 
IS required whether or not ihe health care 
industry is maiket-driven or centrally con 
trolled The importance of a Consumer 
Protection Act in debvenng a belter quali 
ty of care cannot be over-emphasised Wr 
have entered an eia in which ‘high tech 
nology’ has become indispensable for the 
survival of the medical industry But this 
has also led to overuse of technology, 
which forces the patients to spend more 
than necessary Overuse of technology in 
treatment could be due to several rea.sons 
K very important reason could be that the 
concerned physician may be having a 
tinancial stake in referring his patients to 
a particular facility This has been 
observed to take place all over the world 
Wide variations in the use of several 
medical proceduas have been docu 
mented across the regions in the US even 
after controlling for severity of illness “ 
This has led to the question whether the 
differences reflect unnc'cessary costs in 
high use areas oi less than optimal care 
in low use areas This has been one oi the 
important reasons for the renewed cm 
phasis in the developed couniries on the 
ass^sment of cffeiiocncss and outcomes 
(discussed in Section II) 

The other factors that conliibute lo 
overuse of icchtiologics and procedures 
are pressuies from patients or family, 
peers and supcrsisors, the convenience of 
the tests ordered, the desire to avoid 
malpractice claims, physicians’ personal 
whims and piacticcs, curiosity about test 
results. Ignorance ot chaiactcnstics of 
tests, etc."’ The physicians’ “inordinate 
real for certainly" is also a leading cause 
of excessive testing Many tests are carried 
out merely tu confirm a diagnosis that is 
virtually certain, allhgugh ii cannot be 
said that all duplicate testing is redundant 
several studies base found "viiiually no 
difference in value between tieatment 
without further testing and the perfor 
mance of more tests” •" I here is no easy 
way lo solve this problem Tlie causes are 
many and ii is inestncably linked with the 
training given to deal with unrertainty 
Any cut in testing capacity may seriously 
afto l the quality of decisions taken Bui 
Ihe question si ill remains at what puiiit 
will the restriction on lesiing impede 
quality^ To this end, we need “clinical 
trials, decision analyses, and clinical 
efficacy projects ba^ on literature 
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asaomienti. \ ind "tlw potmiki rewards 
of this paiiuukhig assessment are the 
preservation of high-qualil y care and the 
channelling of the resources saved into 
testing that we deem essential and imo the 
provision of basic services"^^ Sometimes 
It IS not known whether or not to continue 
with the life-sustaining procedures fur a 
patient'' In such situations the question 
IS who should take Ihe deasion (the pa¬ 
tient OI hts surrogate, or Ihe physicians), 
to continue or discontinue such treat¬ 
ments which may end the patient’s life? 
Obtaining informed consent is indeed a 
very complicMed matter, to say the ieasl. 
The right of a patient to accept or tefuw 
recommended treatment requires careful 
assessment of hts or her capaaty (in terms 
of skills such as communicating a choice; 
understanding relevant information, ap¬ 
preciating the current situation, and its 
consequences, and manipulating informa¬ 
tion rationally) to take a decision.^ 
C ompetent patients may also make ‘irra¬ 
tional choices’ foi several reasons, some¬ 
times supported by physicians 
themselves *' 

The point made here is that •! is lime 
we looked into these matters mote closely 
and evolved procedures through consen¬ 
sus to protect the interests of both the pro¬ 
viders and the patients It is true that dif- 
ieient panels of experts will often disagree. 
Proteaing the interests of the patients and 
the provideis necessarily involves a re 
derimtion of outcomes of medical inter¬ 
ventions. as men’ioned earlier Several 
cases of malpractice; negligence, and 
overuse of technology resulting in ir¬ 
reparable losses, physical and/oi other 
wise to the patients, have been reported 
almost everyday It is equally important 
to recognise the interesis of the pioviders 
of health cate as well, and be cautious in 
blaming them for all the ills of the system 
Wfe (the patients as well as the providers) 
need access to lusiice in proiccting our 
health and life While wr aie being fort 
ed to rely moie and more on market forces 
to obtain he,)lth care, as is done in in 
dustriahsed countries, we must also have 
the checks and regulations that they have 
developed lo control the behaviours of the 
providers of health care The various pro 
fessional bodies should come forward and 
work together in enforcing such regu 
latory measuies Ihe Indian Medical 
AssscKiation is not in favour of including 
medical profession under the purview of 
the ( onsumet Pioieclion Act (< OPRA, 
1986), foi reasons ihai are not difficult to 
imagine It should be noted that Ihe 
nicxlical eihii s of the physiaans and their 
cmpinvcrs , Ihe paiicnis and the pohey- 
makeis are rarely identical and this dif¬ 
ference IS likely to have adverse effects on 
society as such “1 he real issue", as one 
criiic pul It recently,' is almost never wdio 
should go to the court, but what decision 
must be madi^ who should make the dea¬ 
sion. and on what basis" 
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Rationing is ineviiabte. Hw Tar the 
market should be allowed to take care of 
rationing health care is a hotly debated 
matlei. In some market economies, as in 
the US. one can see an incieasing support 
from certain sections for more centralisa¬ 
tion of funds in delivering health care.^* 
At the same time, wc also notice that there 
arc tendencies in certain ot her developed 
countries, as m UK for example, to apply 
more maiket principles for delivering 
health care/’ 

Providing equal access ic health care to 
all sections of the society is fraught with 
all kinds of complex conceptual, measure¬ 
ment as well as ethical problems. While 
we must continue to find better ways ol 
defining such concepts and measure them, 
we should simultaneously pay attention to 
preventive and promiHivc programmes 
(such as, health education), ‘caring* for 
the patients, and protecting the interests 
of the consumers and providers. These 
three aspects are only illusitaiive. There 
may be othei such indispensable elements 
for developing a fair liealih care system, 
it is said that the health care system is an 
organism “desperately in need of a cen¬ 
tral nervous system that can help it cope 
with the complexities of modern medi¬ 
cine”.''’ Such a 'central nervous system* 
consisting of elements such as those 
discussed in Section III is essential 
whether or not we have faith in market 
forces in delivering health care. Such a 
‘central nervous system' is aiso needed for 
sustaining the health care .system, whether- 
Or not it IS suffering from a serious cost 
crisis, lack of manpower, over use of 
technology, or such other undesirable 
phenomena. Ultimately, the political and 
communitv commitment and involvement 
will determine the “roundat ions for a just 
health care system”. 
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REVIEWS 


Narrow Space 

Afihok Niira 

I^^aven from a Diary by Syama Prasad Mookerjce; Oxford University Press. 


Calcutta; pp 240 + VIH, Rs 300. 

SYAMA PRASAD MOOKERJEE died in 
a Kashmir sub-jail exactly 40 years ago. 
Perhaps the faciiities available in that sub- 
jail were inadequate; perhaps there was 
also some absent-mindedness on the pan 
of the authorities over there. Whatever 
that be, his death provided bigots of one 
particular hue an opportunity to keep 
targeting at Sheikh Abdullah. It is possi¬ 
ble to speculate whether Jawaharlal Nehru 
himself had remonstrated with any serioiLS- 
ncss with the Sheikh for the latter's ap-^ 
parent failure to look after the health of 
the Jana Sarigli leader, thereby creating a 
cause celebre for the conservative opposi¬ 
tion. t.'onceivably what raised Nehru's 
greater hackles was the Sheikh's emer¬ 
gence as the Lion of Kashmir. That was 
competition, for was not the valley 
Nehru’s pocket borough'.' Matters soon 
came to a head in Kashmir, it was Sheikh 
Abdullah's turn to get arrested and 
substituted, as the state’s chief minister, 
by a common crook. It has been an 
altogether chequered hi.story since then. 
If the Americans, to whom we have 
already surrendered comprehensively our 
economic sovereignty, now keep rapping 
us on the knuckles and try to pry Ka.shmir 
loose from llie tentacles of the Indian ar¬ 
my, the haughtiness of the Nehru-Gandhis 
could be largely held to he lesponsible for 
that development A not insignificant 
share of the blame would however belong 
to the myopic communalists for whom 
Syama Prasad Mookerjee, partly on ac¬ 
count of the manner of his death, became 
a kind of martyr-philosopher. 

All that was in the lap of the future 
though. I'hLs compilation of diaries 
Mookerjee kept, some in English and 
some in Bengali (presented here in English 
translation), and some letters he wrote to 
the governor of Bengal and the viceroy of 
India, covers the period between 1939 and 
1946, before his emergence as a full- 
fledged politician on the national scene. 
The diaries and letters have no particular 
literary merit, nor do they encompass any 
noteworthy reflections on contemporary 
political issues. Thei/ interest lies 
^Iscwhcre. Mookerjee fitted into the stan¬ 
dard mould of pre-independence Indian 
politicians, whose preferences and pre¬ 
judices were narrowly determined by sec¬ 
tarian and provincial considerations. 
Politics was the avocation of society's 
superstructure, and the diaries reveal the 


milieu of a Calcutta-based practitioner 
ol the art who was, at about the time, 
endeavouring to make the grade from 
being a run-of-the-mill provincial politi¬ 
cian to a leader ol some national stature 
In the case of Mookerjee, a further pro¬ 
cess of transition was at work. He had his 
early grounding in academic politics; his 
drifting into politic's proper was a step-by- 
step externali.saiion of that role. The 
British were shawd imperialists. Of course 
they took to the stratagem of divide and 
rule as a duck takes to water. But they also 
opted for a second device, the selective 
corruption of the indigenous gentry, en¬ 
suring for the latter a bad name. Two 
arenas which they opened up for native 
corruption were educational administra¬ 
tion and local .self-government, in the 
context of Bengal, the iastitutions selected 
for the respective purposes were the 
University of Calcutta and the Calcutta 
Corporation. The corporation was cap¬ 
tured at its inception by the Congress par¬ 
ty; it has remained a den of venality ever 
since. The University of Calcutta became 
the fief of A.sutosh Mookerjee and his 
family. Syama Prasad Mookerjee, the se¬ 
cond .son of Sir Asutosh, was a man of 
academic credentials and had both ability 
and talent in ample proportions, i'he fact 
however remains that he inherited the 
university fiefdom, and the advantages 
flowing from it had the hallmark of 
unearned income. He became vice- 
chancellor of the university at a relatively 
young age and occupied that position for 
long years. Even after he stepped down, 
he remained the king maker. As these 
diaries bear witness, the pettiest appoint 
ments in the university had to be cleared 
with him. His vexation with his successor, 
who was, to boot, a Mu.siim, was because 
the latter, how dared he, tried to initiate 
measures which cut athwart the doctrine 
of indisputability of Mookerjee's sacro¬ 
sanct extra-constitutional status. Confor¬ 
ming to the standard praci ice in the 20s 
and 30s, Mookerjee started out as a Con¬ 
gress politician. But he soon had his pro¬ 
blems. The Communal Award and the 
Government of India Ait 1935 arrived. 
The Muslims coiustituted the majority of 
Bengal’s population. Following the 1937 
provincial assembly elections, for 
whatever reason the Congress high com¬ 
mand did not give permission to Sarat 
Chandra Bose to form a coalition with the 


Krishak Praja Party leader, A K Faziul 
Huq. Huq migrated to the Muslim 
League, which began, with great flourish, 
to rule the roast of provincial autonomy. 
Not altogether unreasonably, the League 
wanted a share of the educational pie, 
thereby entering into an antagonistic rela- 
iionship with the Mookerjee family. 
Syama Prasad Mookerjee knew that the 
Congress, ostensibly still very much a par¬ 
ty of nationalism and secularism, would 
have little heart to back him in his private 
battle against the League. He therefore 
t.'avclled toward the direction of Vinayak 
Savarkar's Hindu Mahasabha; it was a Int 
like switching from one salon to another. 
These diaries provide interesting details 
as much of this phase in Mookerjee's 
political career as of the brittle nature of 
contemporary Bengal politics. As is only 
to be expected, there are several references 
to Subhas Chandra Bose and Sarat Chan¬ 
dra Bose and. less often, to B C Roy. 
Mookerjee's admiration of Subha.s Bose 
as a person and as a brilliant mobiliser of 
mass emotion finds full expression in the 
diaries; so too does his immense dislike 
of what Mookerjee considered Bose’s tac¬ 
tics of appeasing the Muslim leadershiix 
exemplified in the manner he went about 
conducting Calcutta Corporation affairs. 
There is, predictably, strong condemna¬ 
tion of Mahatma Gandhi's dissembling 
stance following Subhas Bose’s thumping 
victory m the Congress pany’s presiden¬ 
tial elections in 1939. But i his was not on 
account of any natural sympathy for 
radical stirrings within the Indian Na¬ 
tional Congress: it was Bengali chauvi¬ 
nism in full bloom. 

By far the most interesting section of 
the diaries concerns the story of how Sarat 
Chandra Bose, in late 1941, succeeded in 
wooing A K Faziul Huq away from the 
clutches of the Muslim League, and how 
he hammered out a broad-based so-called 
‘progrevsive coalition' consisting of Huq's 
followers, ‘suspended’ Congressmen (that 
is, those belonging to the provincial Con- 
gre.ss committee controlled by the Bose 
brothers and suspended by the party high 
command, as opposed to ad hoc Con¬ 
gressmen, meaning those belonging to the 
provincial committee nominated, on an otf 
hoc basis, once more by the high com¬ 
mand) and even Hindu Mahasabhaites 
like Syama Prasad Mookerjee. At that 
juncture, ideology was obviously most 
vaguely defined, and the ease with which 
politicians changed their party labels 
strongly suggests that the tribe of Bhajan 
Lais, I^i Lais and Bans! Lais are the 
most genuine legatees of India’s political 
tradition. John Herbert, the Beni^ gover- 
noi, could not but swear in such a minis- 
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tiyi sliitt'lt~winmjiiKled « majoHiy in ttw 
provindai assembly. Bui the proposed in- 
duaion of Sarat Chandra Bose in the 
council of ministers, and that too in 
charge of the home department, was out 
of the question. He was therefore conve¬ 
niently arrested under the Defence of 
India Rules and put away. His followers 
went into the government along with Huq 
and Mookerjec; Mookerjee was designated 
the nnance minister. His diaries narrate 
in expansive detail the hollowness of so- 
called provincial autonomy: the ministers 
were little more than dummies; British 
civil servants, directly advising the gover¬ 
nor and in turn directly advised by him, 
conducted the administration much ac¬ 
cording to their own whim.s. Apologists 
on behalf of the imperial rulers might 
argue that since a war was on, and the 
Japanese were knocking at Bengal's 
borders, no risk could be taken and 
ministers carried away by narrow patriotic 
emotions had to be restrained. Be that as 
it may. these diaries somewhat come to life 
while describing the tension that steadily 
built up on the issue. Matters were 
brought to a head by the wholesale arrest 
of Congress leaders in August 1942 and 
the subsequent mass upsurge all over the 
country. The Bengal ministers belonging 
to the 'progressive coalition’ government 
watched helplessly as the police went on 
the rampage, picking up indiscriminately 
young men and women—amongst them 
Subhas Bose's devout followers as well as 
orthodox Congressmen—and indulging in 
horrendous repressive measures. The next 
grim sequel was the famine of 1943 which 
took the toll of five million lives. Bengal 
had a good crop that year and was by no 
means deficit in food in normal parlance. 
But the British panicked; they were wor¬ 
ried that most of the harvest would fall 
into the hands of the advancing Japanese; 
orders were issued banning inter-district 
movement of food and boats were seized 
to enforce the ban. Public procurement, 
which could have been facilitated by the 
ban on inter-district movement, was never 
seriously tried: the civil servants perhaps 
did not care and the ministers, although 
they would not admit it even to them¬ 
selves. were inexperienced. 

Syama Prasad Mookerjee was perspica¬ 
cious cnou^. He resign^ in November 
1942, and the progressive coalition 
ministry collapsed soon after. The Muslim 
League marched back into Writers' 
Building and was seen to be in charge at 
the time of the famine. That hardly cost 
them much in terms of future returns. 
Mookerjee had several (austic things to 
say though about the League's role and the 
role played by the British governor and 
senior civil service in messing up the 
famine administration. 

The appendix to the volume carries the 
text of four letters, three to the governor 


of Bengal arid one to the vkerdy, written 
by Mookerjee on the eve of his resigha- 
tion; it also includes the lect of the state¬ 
ment he issued on the day he resigned. 
These are long—no question the politi¬ 
cians had lime at their disposal then— 
and full of regulation futminaiions against 
the inequities of foreign rule and foreign 


DiiSPITt ihe availability of innumerable 
monographs on 'religion and nationalism 
in modern India', the subject does not 
seem exhausted ever primarily because of 
its relevance even to the present day. The 
freedom struggle which ended in the 
bifurcation of the subcontinent of India 
demonstrated Ihe extent to which religious 
passion, genuine or otherwise, could be 
overplayed to attain the goal of Pakistan 
which, in fact, questioned the basis of the 
nationalist campaign itself. Politically, 
Jinnah's clamour for a separate stale on 
the basis of 'the two nation theory’ was 
probably justified; but the fact that the 
proposed Pakistan, divided internally on 
fundamental grounds, was untenable 
became true with its dismemberment in 
1971 following the creation of Bangla¬ 
desh So, the 1971 division of Pakistan 
shows, inter aim, the fragility of the so- 
called unity based on religious homo¬ 
geneity. In other words, the proce.ss con¬ 
tributing to or destroying a nation and na¬ 
tionhood appears more complex than we 
seem to think. 

Religion projecting a particular 'world 
view’ is probably one of the significant 
forces cementing a bond among the other¬ 
wise disparate groups under a specifir 
historical conjuncture: What is suggested 
here is that the same combination of 
forces may not work favourably at times 
and hence religion may not always be 
crucial in grasping the dynamics of a 
specific situation. Since there is not a 
strait-jacket formula in explaining the role 
of religion in politics in a transitional 
society like India what is therefone incum¬ 
bent on a scholar striving to unfathcmi the 
complexity of the relationship is to take 
into account the socio-political and eco¬ 
nomic processes both in their spatial 
dimension and long-term perspective. 

The book underlining the intimate in¬ 
teraction between religion and nationalism 
in modern India is a serious endeavour in 
this direction; therefore npt only is the at¬ 
tempt thought-provoking, by raising new 
types of questions, the author has also 
added altogether new dimensions to the 
enquiry itself. Comprising articles already 
published, the book builds up an argu¬ 
ment drawing on the comi^ interplay of 


prescripticikib Such righteous hi^igiMtidn '' 
makes for bemused reading at the end of 
this half-century. 

Up to a point, these diaries enlighten, 
but they are also frightening: they reveal 
(he narrowness of the space an archetypal 
Indian politician's mind used to occupy 
in the pre-independence days. 


factors influencing India’s socio-economic 
and political development over the years. 
In order to “lie together in the thought 
the past, the present and the future” 
(p xi), the author considers “the forma¬ 
tion of modern state of India” as an im¬ 
portant event in the transformation of the 
world system. The statement underlining 
the significance of the emergence and 
firmness of the democratic political forces 
in the post-1947 India brings out the 
author’s uncritical faith in the western 
liberal democracy. The argument therefore 
runs that despite the recrudescence of 
violence challenging the very basis of 
Indian democracy, the future of India as 
a democratic polity is well secure precise¬ 
ly because-of the vibrant nature of the 
political institutions sustaining the ap¬ 
propriate value system. Given the elections 
at regular intervals, the argument seems 
viable and the effectiveness of the ap¬ 
parently well-entrenched political institu¬ 
tions in strengthening democracy is there¬ 
fore well-demonstrated. 

What is however problematic is the view 
that political institutions nourishing the 
democratic spirit in a people embedded 
III the so-called primo^ial value system 
failed to provide an effective alternative 
system of thought despite the triumph of 
modernisation in India, both during (he 
freedom struggle and after. The author ex¬ 
plains the failure of the political institu¬ 
tions in terms of ‘utopias in conflict’. 
Although the term utopia has not been 
adequately spelt-out, Embree defines the 
concept as the aspired goal based on 
idealism. According to him. religion and 
nationalism provide two competing vi¬ 
sions of just societies; conceptually, 
however, religious visions of the good 
society can never be coterminous with the 
nationalist one and hence the tensions 
which shape the social and political life 
of the people in question. The process 
thus unfolds, leads inexorably to conllict 
highlighting the two different world¬ 
views—one based on religion and the 
other on nationalism. Such a distinction, 
though purely analytic, may be misleai^ng 
at times because ‘religion and nationa¬ 
lism’, as the author points out, ‘‘reinforce 
each other” (p 7) in every society more so 


Religion and Nationalism 

Bidyut Ghakrabarty 

Utopian in Conflict: Religion and Natiorialiam in Modern India by 
A T Enibrcc; Oxford University Press, Delhi, 1992; pp xii 4 144, Rs 175. 
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in auaiBiuaiHii tacmy me UKUL in Oilier 
words, since rdiipon provided a ready* 
made structure of organisation across the 
subcontinent of India, nationalism ap¬ 
peared invincible in the anti-Bntish cam¬ 
paign. and hence nationalism and religion 
were complementary to each other at one 
level, at another, religion and nationalism 
drawing on the respective world-views, 
paved the ground for conflict of massiic 
proportions, evinced particularly during 
the Hindu-Mushm communal encounters 
What It thus reveals is the complex nature 
of the interaction between religion and na¬ 
tionalism which can never be understood 
merely by reference to 'utopias in conflict’ 
Despite the apparent viability of the for 
mulation. much of the intricacies of the 
dialogical network between religion and 
nationalism can therefore never be gras¬ 
ped, if not misjudged, in relation to the 
fast changing socio-economic and poll 
tical reality So. what is necessary in this 
context IS to focus on the interplay of fac 
tors and not on a single factor only 
Although the introductory section of 
the book has so many loose ends it serves 
a useful intellectual purpose by striving 
to review the uiteraction bet ween religion 
and politics in the changed scenario The 
aulhot has a point when he argues that 
religion and politics continue to be deci 
sive in the soaal and political life of the 
contemporary India despite India being 
secular 1 he aigument, thus made, hinges 
on familiar assumptions relating to the 
nature of India’s seculansm which entails 
both tolerance and coercion As a value 
of the Constitution, secularism is a highly 
cherished ideal champiomng equal respect 
loi all religions In piactice, however, 
secularism is nothing but so/i Hinduism 
which appeared significant in the events 
following the demohtion of the controver 
sial Babii mosque in December last year 
Despite the irreparable damage the 
December episode caused, for many sup¬ 
porting the Hindu resurgence it was a 
struggle to establish Hindu cultural hege 
roony over soaety and to redress the 
historical humiliation of Hindus in the 
past The immediate outcome of such an 
engineered effort is the polarisation of 
communities and religion consolidating 
the divisions At one level, such a process 
IS a threat to India’s multi-cultural socio¬ 
political life, at another, it breeds and 
sustains hatred among the communities 
disrupting the highly chenshed ideal of 
communal harmony in a soaety which 
suffered heavily in the wake of the 1947 
partition So, whatever the merits of 
religion as an organising tool, its utilisa¬ 
tion for specific political gains may lead 
to disastrous consequences The notion of 
‘utopia’ has therefore to be handled 
carefully since it runs the risk of bang 
manipulated to satisfy narrow political 
aims. Similarly, nationalism as an organis¬ 
ing principle projeas a world-view which 


may oe mierpnetea aiiierentiy oepouiing 
on the arcumstanoes. Offensive nationa 
lism evinced dunng the fascist aggression, 
for instance; connotes a planned attack on 
the basic human existence and hence the 
utopia It puts forward is nalhbr socially 
encouraging nor politically welcome, 
while defensive nationalism in the free 
dom struggle against the sidsjugating col 
onial power unfolds processes, considered 
significant for the advancement of human 
race as such I his brief discussion shows 
that despite the analytical value of the 
concept 'utopia', its explanatory capacity 
depends a great deal on how it is utilised 
to articulate a speciftc situation So, Fm 
bree by underlining the importance of 
utopia as an intellectual category has 
irsived the debate initiated by kail 
Mannheim with the publication of 
Ideology and Utopia in the 1930s 
For those not acquainted with the con 
temporary Indian reality the book serves 
a useful purpose Not only is the exercise 
an endeavour to apply a particular model 
of analysis it also provides a thorough ac 
count of what had happened in India in 
the last decade. Embree deserves appreaa 
tion for having collated relevant informa 
tion to build Ills story which is at best a 
fantastic journalistic account The book, 
though dealing with more or less familiar 
events, is an eye-opener to many of us 
relucunt to see the extent to which religion 
and nationahsm, as ideological pnnaples, 
can be devastating under a favourable 
confluence ol faaors Apan from high 


Ilf mini roe promoie consequences o 
speafic kinds of world-views, the bool 
also draws our attention to the continuit 
of hisioncal v»aves over tune. For exam 
pie. Hindu-Musitm chasm which, init 
aha, caused the 1947 division remains: 
crucial factor in India’s socio-political tif 
even today despite the high cost of ih 
partition What is however new is Ih 
utilisation of such a well-entrenchei 
schism for the creation of mutually in 
elusive vote-banks which ate manipulatei 
by the opinion makers to satisfy th 
preferred political aims 1 he process, thu 
unleashed, will not only sustain the age 
old fissure between the communities fo 
politii al dividends but also aggravate thi 
situation fuither by linking the presen 
with the past attributing 'a history’ U 
communal disharmony Hence wha 
began as a mere aberration of histori 
becomes a pan and parcel ol India’: 
socin cultural hie Underlying this argu 
ment lies the assumption that lommuna 
schism IS the produa ol a particular soao 
economic and politual metamorphosis 
Despite the apparent validity of such t 
formulation, t he aigument appears slight 
ly limited in scope given the recent reseat 
dies showing that ‘communalism is mor 
a created than natural phenomenon’ So 
though the compilation mav not have pro 
vided a satisfactory explanatory scheme 
the exercise is commendable because it ha 
drawn our attention to the major factor 
shaping the prevalent socio-economic ant 
political life of India 
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CREDIT LYONNAIS 

m BOMBAY BRANCH 


(In thousands of Indian Rupees) 


BALANCI SHLtr AS AI MARCH H. 1993 


<.AI*I14L ANil 

I.IABIUIIKS 

Capital 

Keserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 


Ntnrs I0V3 199' 


IS6 492 06,49; 

152,893 87 6'4 

3,(X)9IS« > 575,438 

994,949 51 748 


A.SSfc1> 

Cash and balances with 
Reset'e Bank ot India 
Balances with banks 
and money at tall and 
shot I notice 
Investments 
Advances 
I ixed assets 
Other assets 


Contingent liabilities 
Bills lor collection 


8 

1(c) A 9 
1(d) & 10 
1(e) A II 
12 


222 164 185 944 


4,535 656 3,056 ?% 


210.6'>2 857 066 


79S,(40 

1,S86,9S8 

1,988,849 

8,633 

444,904 


208.826 

901,291 

941,777 

8,465 

139.421 


4,535.656 3,056,796 


2,010,861 2 144,362 

28,150 7,900 


PROnr AND I OSS iC( 'OVNI lOR iJH itAR 
I NDfD MARCH ?/, I99i 


NOIlrS 


1N( OMI 

Interest tamed 
Other iiicoint 


KM'l-NDIll Kl 

Interest ixpetided 
0|iciaiinK exjiensi s 
Provisions arirl 
toiiiingem us 


PKoin 

Net profit lor ihi >iar Itg) 
Prof It brouglu foiward 


Al*l*KOI*RI\IIOI\‘' 

liansfer to sta'utory 
reserve 

Remitted to Iliad Olliic 
Balaiiic tallied lorward 


rss '10 466,182 

2> >18' 16,121) 

649 428! 460.061 


>5 3.1 >8 288,106 

55,608 44 834 

141,221 6(t9t1 

5 50,007! 393 883 


IM93 71 97 991 


IV 884 
34,2021 
110.851 I 


Ihc accompanving notes art an intigral pan ot this staieiiieiii I he auouipaming noiis arc an integral pan ol this >laiemeiit 


Arthur Andersen & AsstKiates 
C bartered Accountants 

Sd/- 

Vijay Sahni 
Partner 


( ridii 1 yoniiais 
Bombay Rranth 

sd 
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^CREDIT L\01ST^ AIS 

Vn BOMBAY BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1993 
(In thousands of Indian Rupees) 


I. Summary' »f Significant Accounting PiJicica 

(a) General 

The accompanying Tinancial statements have been prepared 
on the historical cost basis and conform to the statuioty 
provisions and practices prevailing in the country. 

(b) transactions involving foreign exchange 

(i) Monetary a.ssets and liabilities have been translated 
at tie exchange rates pievailmg at the close of the year. 

(ii) Inrotnc and expenditure items have been translated 
at die exchange rates prevailing on the date ol the 
iiarMietum 

(ill) I’rofii III loss on outstanding forward lontracts have 
lieen accounted on an accrual basis 

(c) Investinciits 

liivc'imenis are valued at the lower ol etrst iti inaiket value. 

(d) Advans-es 

(i) Pro\i.sion lor doubtlul advances have been made to 
tlic satisfaction ol the auditors The provision has been 
made based on management's estimates of potential 
exjiosurc and taking into account guidelines issued by 
the Government ol India and the Reserve Rank ol 
India. I’lie provision has been included under oihci 
liabilities and provisions. 

(ii) Advances are shown net of bills rediscounted under 
the New Bill Market Schemed Reserve Bank ol India 

(c) Fixed assets and depicciation 

(i) Fixed as.sets have been accounted for at their historical 
cost. 

(ii) Depreciation has been provided on the siraight-hne 

method at the following rates per annum: 
Furniture and fixtures 10% 

Computers 25% 

Other equipment 20% 

Vehicles 20% 

(0 Staff benefits 

The Bombay branch has entered into an Employees' Group 
Superannuation Scheme with Life Insurance Corporation 
of India {‘LIC’) for providing pension benefits to 
employees. 

(g) Net profit 

The net (.xofi! disclosed m the profit and loss account is 
after: 

(i) provisions for taxes on income in aciordance with 
statutory requirements 

(ii) provision for doubtful advances 

(iii) adjustments to the value of current investments. 


2. fiapilal 
Capital 

Deposit kept with the 
Reserve Bank of India 
under .Section 11(2) of 
the Banking Regula¬ 
tion Act, 1949 


3. lleMTV€‘s and 
SurpluH 

Statutory reserve 
Opening balance 
Additions during the 
year 


Balance in profit and 
loss account 


156,492 156,492 


4. IVpOHltH 


in India 


5. BorrowingM 
In India 


Secured borrowings 
included above 


27,5001 12.500 



’.10,851 


152,893 


Demand deposits 

1 


From banks 

299 

204 

From others 

488,375 

18,068 

Savings bank deposits 

6,210 

3,408 

Term deposits 



From banks 

1,250.875 

1,250,875 

From others 

1,263,399 

1,302,883 


3.009,158 

2.575,438 


Reserve Bank of India 

60,481 

51,248 

Other banks 

932.972 

- 

Outside India 

1.496 

- 


994,949 

5i;i48 
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CREDIT LYONNAIS 

BOMBAY BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1993 
(fai thousands of Indian Rupees) 



1993 

1992 


1993 

1992 

Other liabillliea 



10. Advances 



and PnwisioBs 



(a) Bills purchased and 



Bills payable 

107,677 

71,483 

discounted 

192438 

522487 

Inier-ofncc adjustments 



Cash credits, overdrafts and 



(net) 

3,141 


loans repayable on demand 

569449 

315498 

Intciesi accrued 

28,890 

33,969 

Iknn loans 

IJ227.062 

103,442 

Others (including 




1,988,849 

941,727 

provisions) 

82,456 

80,492 



222,164 

(b) Secured by tangible assets 

852407 

200.754 


185,944 

Covered 1^ bank/ 

Government 






7. Cash aod Balances 
with Reaenc Bank 



guarantees 

Unsecured 

162428 

974,414 

497,134 

243439 

of India 

Cash in hand (including 




1.988449 

941.727 



(c) Advances in India 



foreign cuirency 
notes) 

Balances with Reserve 

916 

1.046 

Priority sectors 

Public sector 

Banks 

41,«7 

50,000 

136492 

37494 

416,646 

Bank of India 

In current account 

209,756 


Others 

1.749,690 

474447 


1.977.699 

928.787 


210,672 

857.066 



Advances outside India 






Due from banks 

5,702 

12.161 

8. Balances with 



Due from others 



Banks and Money at 

Call and Short 

Nioliee 



Bills purchased 
and discoumed 

Others 

5.448 

725 

54 






In India 




11.150 

12,940 

Balances with banks 

95,337 

58,116 


1.988.849 

941.727 

in current accounts 


Money at call and 




short notice 



11. Fbed Aaaets 



With hanks 

200.000 

- 

Other than premises (including 



With other 



furnituic and fixtures) 



insutulions 


Ml II 1 !■ 

Cost-heginning of year 

13.068 

11467 


295,337 

208.116 

Additions during the year 

3488 

2407 

Outside India 

In curieni accounts 

Deductions during the year 

(198) 

(6) 

303 

710 

Depreciation to date 

16458 

13468 

(4403) 


295,640 

208,826 

(7425) 



8433 

8465 







9. Invcslmenis 



12. Odrar Aaaela 



In India 

1.I2S/I2S 

899,720 

Inter-oRke adjustments (net) 


5474 

Government securities 

interest accrued 

178410 

32,409 

Other approved 



Ikx paid in advanoe/tax 

securities 

4.033 

1,571 

deducted at source, net 

9426 

6407 

Others 

457,500 

- 

Others 

256468' 

95.431 


1,586.958 

90131 


444404 

139,421 








sst 


CL 
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^ CREDIT LYONNAIS 

m BOMBAY BRANCH 


NOThS TO THE FINANCIAL SIATEMENTS AS AI MARC H ?/. 1993 
(in thousands of Indian Rup<n‘s) 


n (^nliiiKrnt 
Liabiiiti«*N 

I lability on account 
of outstanding 
forward exchange 
contracts 
Ouarantecs given 
on behalf of 
constituents 
In India 
Outsidt India 
Atceplances 
endorsenieiii s 
and other 
obligations 
Bills of cvchaiivt 
rediscounted 
Undcrwi itiiig 
s otnmitnn ills 


14 liilerrM harmd 

inti rest ^discount on 
a'lvaiKes/ bills 
liicuine on inw.stniciiis 
Interest on balamts 
with Reserve Hank ol 
India and oihti 
mill hank 
funds 


IS tHIirr intiinu 

C ommtssison. 
exchange and 
brokerage 
Profit on salt 
of investments 
licss loss on sale 
of investments 
Profit on exchange 
transactions 
ixss loss on exchange 
transactions 
Miuellaneous income 


16 Inti n-nl isv|>rndt tl 

Interest on deposits 
Interest on Kc>ci\e 
Bank ot India/ 
intei bani 

6S4,?fi7 S 77.111 borrowing' 

Others 


407.871 

740,470 


«!7,ISI 

I8«).46S 


I 71S,501 198,404 

! 180,000 Sll,000 


312.780 2S6.?n 


17 tiprraling bviirnHeH 

Payments to and 
provisions 
for employees 

Kent, taxes arxl 
lighting 


2,010,861 2,344,362 Printing and stationery 

Advertisement and 
piihlicity 


344,83 7 
172,980 


107,893 


732,643 

132,100 


101,439 


625,710 466.182 


(10,152) (52,838) 


l>cprecialiun on 
I hank's property 

I Oiiectors' fees, allowaiires 
^ and expenses 

Auditors' fees anil 
expenses 

i^w charges 

Postage, telegrams, 
telephones, ttr 

Kepaiis and 
maintenaiKC 

Insurance 

Other expendaure, 
including Head Uffue 
expenses - Rs 16,520 
(previous year 
Rs 13,108) 


(73 457) 
3.328 


(17.520) 

2,675 


257,372 212417 


M,593 8.095 

44413 67.794 

353,178 288.1()6 


11,554 8.749 


4,015 1,968 

I 116 892 


29,007 24.753 

35.608 44,834 


18 Prior kear (xtmparaUwii 

Prior year amounts have been leclassified wherever neofEsary 
to conform to the current year', presentation 
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CREDIT LYONNAIS 


BOMBAY BRANCH 


Audilont Report on the Finanetal Statements under Section 30 of the 
Banking Regulation Act, 1949 

Wr have examined the ha'ancc i>heet of the Bombay Bianth of Ciedit Lyonnais (mcorpoiated in France 
with limited liability) as at March 31, 1993 and the related profit and loss account fur the ycai then 
ended Our examination was made in accordance with generally accepted auditing standards and, 
accordingly, mcluded such tests ol the accounting records and such other auditing procedures as we 
considered necessary in the circumstances We have also obtained all the infoimation and cxplana 
tions whu h, to the best of oui knowledge and hebef, were necessaiy fui the purposes of our examination 
and have luund them to be satisfactory 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, and the provi 
sions ol sub sections (I). (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Com¬ 
panies Act, 1936, the nnancial statements are not required to be, and are not drawn up, in accordance 
with Schedule VI to the Companies Act, 1956 The financial statements are, therefore; drawn up in 
conformity with Rirms A and B (lesised) of tht Third Schedule to the Banking Regulation Act, 1949 

In our opinion, the accompanying financial statements give a true and fair view of the state of affairs 
of the Bombay Branch of C redit 1 yonnais as at Maah 31, 1993 and ol its profit for the year then ended 

I urthernioie, in oui opinion, 

(a) the transactions of the Bombay Branch which have come to our notice have been withm the powers 
ol the Bombay Branch of Credit 1 yonnais 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, 
and give the information required by the (.ompanies Act, *936 in the manner so required for 
banking companies, and 

(r) the Bombay Branch has maintained proper books of account as required by law insofar as appears 
friiin our examination of those books 


Arthur Andersen ft Assoaates 
Cliarteted Accoimtants 
Sd/- 

Bombay Vijav Sahni 

lune 7 1991 Partner 
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SPECIAL ARTICLES 


'Dying Hindus' 

Production of Hindu Communal Common Sense in 
Early 20lh Ontury Bengal 

Pradip Kumar Uatla 

The discursive power of Hindu (ommunalism does not spring i uUismly from s.ngle ukIs or isin a chain 
of them e^Jrom the swift creation of a po/.ular network of certain trapes tht rnts, stnu lures of apprehension 
and reform, at the heart of which functions a single nobile trope to prosidt the n* c t ssars uJeologu at o/ientation 
This produces a formation of immense potency and amazing flesthiliis I or it i onstaritly u< t retes new meanings, 
whole traditions to itself producing from iti formative moment a weh of thought that ranees from stereotypes 
to statistical and sociological analysis 


ONE of the first markris of differenct 
between Hindu and ‘Muslim I learned 
as a child, was the ‘tail’ that Muslims 
maiTicd four times 1 did not question this 
asset Cion, not even when, man/ decades 
iatti during the Muslim Women's Rill 
agitation, Hindu cummunaliso cited it as 
a privilege that was sought to be protected 
by the Muslim community as a whole 
rhough now the venom svith which i* was 
invoked made me a little uniomfortable. 
A few years later, my viedulity was reward 
ed with a glim letribution While investi 
gating a not one of the many that the 
Ram Janmabhoomi agitauon has pro 
duced a key characteiisalion of the 
Muslims that was made to us, by ail 
shades of fighters for the Hindu ‘cause’, 
was then alleged mantal excesses It wai 
claimed that this allowed them to pro 
lifcrete in numbers, hence it would be a 
matter of tune before they oveiran the 
country 1 he ‘fact’ that I had learned m 
nocently’, now revealed paranoia and 
violence Yet its projection seemed 
unimaginably remote. Where then did the 
intensity of this fear come iiom^ Was this 
I wondered, something that was dormant, 
that what we were hearing today was a 
trace, which was being bloated to pnxluce 
yet another story of mangled bodies and 
torn minds But in that event, could the 
trace be made to nrveal the power of a past 
deposit'* Tbgethet with the nature of the 
formation** 

Inspecting the shelves of the library I 
was struck by the title of a publication of 
the Hindu Mahasabha railed. They Count 
Their Cains—M* Calculate Out losses 
which had come out in I9*9 1 he fore 
word said that the title was taken from a 
statement of Bhai PRrtnanand, the book 
Itself tried to raise a scare of the using 
population of Muslims and ( hristians' 
Soon I discovered evidence fiom an earlier 
penod Writing to Malaviya about his im 
prcssions of a talk with a Bntish states 


man aboard a >hii sometime during the 
communally charged peiiod of ilie 
mid 20s, lajpat Kai reported the tollow 
mg “The chirf hope |of the Bntish] seem 
cd to have so far been on the chance of 
thinning their [the Hindus’] numbers with 
a view eventuidly to make them politically 
impotent’’^ Whethei this was accurate 
was not m> inteiest, it was only a step in 
confirming the preoccupation with Hindu 
numbers in the mind of one who was 
engaged in trying to produce a Hindu con 
stituency A more decisive fact followed 
in the tracks of the last in 1925, Swami 
Shraddhanand had declared in the course 
of a speech m Puiaa, that he had been 
seized by the pioblem of the dving out of 
the Hindu ‘race’ after reading a book by 
one U N Mukhcrji entitled, Hindus A 
Dying Race^ latci 1 learned that it was 
as early as 1912 that Mukherji had actual 
ly met Shraddhanand, to convince him of 
hts thesis,* Mukherji's own book had 
been published three years earlier, in 1909 
Another surpiise awaited me the quota 
lion so authoi lUtisely attributed to Par 
manand actually foimed one of the cnii 
duding lines of Mukherji’s text T his was 
not simply a rase of the discourse outliv 
mg the authoi What I was confronted 
with was a tnt that had become common 
sense’, re{X.aiir|g as ii ciiculated across this 
century, an antagonistic notion of com 
inunal relations, while it accieted to itself 
new I ontexis and meanings and establish 
cd diflereni tonalities ol estrangemeni 
But It was mure than simply the tenaci 
ly of this preoccupation that aroused my 
interest What was at stake was an under 
standing of one of the primary sources of 
communal pewer its ability to perpetually 
iciiew itsiif through the reiteration ol 
steaotvpes without iieccssanly sounding 
repetitive What is more, although the 
relationship hetsveen different, stereo 
typical ‘observations' seemed random, as 
say, the juxtaposition of Muslim fertility 


with llieir alleged pnxliviies towards 
viukna, th'* far l of then mutual proxura 
ty ultimate ly defined them as part of a 
network of meanings They tended to 
orate a disposition, whii h euniplemenied 
an ideologK^ ‘line, without appearing to 
be ideoiogicaly interested 1 hen authority 
lay precisely m the assumption that they 
were common truth a product of socuU 
‘good sense' 

Hindu communal thinking aiound the 
census seemed a good entry point into this 
perplexing and powerful weh of banalities, 
whose operations remained nonetheless 
opaque f^r one tho i ouid be traced to 
an author, mure pertinently, Hindus—A 
Dying Rain (hereafter AURf* dealt with 
a vast range of subiects and themes, in¬ 
cluding ideas of feitility, economics, 
organisation, the body, space, drawing 
at (he same time on the disciptinra of 
Sociology, Philosophy and History 
amongst oiheis Miikherji provided the 
spaciousness of a world ' tew that could 
lend Itself to growth and consolidation 
Equally importanl foi niv purposes was 
the way a \aM constellation of stgnifica 
lions created itself through processes of 
association displacement obseivation 
and analysis this text offered the first 
taigc window on the logic of the seemingly 
random selection of s'ereolypcs rurlhec 
the wav Its theme was taken up by otha 
texts, which impiovised lhar own mean 
mgs, olten aligning it lo changed pre 
cKCUpatiom the process by which its 
origins in tests produced by iiidividuais 
gave way to more organised mediations. 
Its conversion into oral communication, 
the tact that the concern with declining 
numbers of Hindus was provided with dif¬ 
ferent positions of importance, from oc 
cupymg the place of the central problem 
to being included as a ihetoncal appen 
dages even as it was being coupled with 
other anxieties which, by the end of my 
peiiod of study, displaced the focus of m 
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terest onto themsdves: all this pointed to 
the emeigence of a Vonunon sense*, which 
could cut across disparate concerns and 
institutional formations. In effect, it of¬ 
fered an opportunity to study a peculiarly 
polirsemic and polymorphic discourse, the 
trowth of which depended on both its in¬ 
ner logic and on a multiplicity of extra— 
discursive happenings. 

Given its location amongst hetero¬ 
genous voices, the common sense around 
the census also raised the question as to 
whether all varieties of discourse that had 
the ‘Hindus’ ^ their reference point, were 
communal. A recent study by Papia 
Chakravarly^ has assumed that all 
strands of Hindu ‘self-strengthening*, 
including the pronouncedly communal 
assertions of U N Mukherji, went into the 
making of a single Hindu identity. This 
begs important questions: how was, for 
instance, Vivekananda’s ideas of Hindu 
reform, which arc not energised by com¬ 
munal imperatives, appropriated by thin¬ 
kers like Mukherji? This linked itself to 
another question: the vitality of the pro¬ 
cess in which a range of concerns were 
made to intersect at the ‘census*, raised 
questions about the responsibility of col¬ 
onialism. Did the categories of the census 
provide the formative discourse that built 
the communal prison which we continue 
to inhabit? 

II 

In his remarkably perceptive essay, Ken¬ 
neth Jones sums up the decisive effects of 
the census, as: ‘Religions became com¬ 
munities mapped, counted, and above all 
compared with other religious communi¬ 
ties.’” However Jones belies expectation.s 
by gojng on to simply describe how the 
formation of Hindu identity is preoc¬ 
cupied throughout its career with the cen- 
sus; although the logical move would have 
bcen to consider us momeniou.s signi¬ 
ficance for communaiism. The evidence 
for such a reading, it may be added, is 
overwhelming. H H Rislev, home secre¬ 
tary, government of India, who propos¬ 
ed the partition of Bengal in l*W3, fui in¬ 
stance, is as frankly excited as a bookie 
at a horse race, when he declaie.s: “Can 
the figures of the last census be regarded 
in any sense the forerunner of an Islamic 
or Christian revival which will threaten the 
citadel of Hinduism or will Hinduism 
hold its own in the future as it has dune 
through the long age.s of the past”'* 
Risley’s comments were oveideter mined 
by the ‘calculations’ made by O’Donnell, 
the census commissioner fur 1891, who on 
the basis ot slower growth rates ol Hindus 
leiative to the Muslims, leapfrogged across 
iimple statistical logic to deduce the 
lumber of years it would take tor the 
Hindus to disappear altogether! fven as 
ate as the 19! I census, when it had 
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become absolutely transparent that such 
speculations could arouse tremendous 
communal antagonism, observations to 
the same effect were reiterated.* 

A year before this, an even more blataitf 
act of colonial engineering svas proposed. 
E A Gait, the census commissioner, pass¬ 
ed a circular proposing five ‘tests* to 
discover who was a Hindu, even if the 
person/s concerned subscribed to this 
nomenclature. This involved a question¬ 
naire that would basically make a four¬ 
fold query; whether, the would-be res¬ 
pondents, worshipped the ‘great Hindu 
gods’, were allowed entry into temples and 
offerings to the shrine; if the brahmins 
who administered to them were ‘degraded* 
or even recognised as brahmins by their 
supposed caste members, and what was 
the status of the respondents regarding 
untouchability. Obviously there was a 
tremendous analytic acumen at work here, 
since the questions were designed to con¬ 
firm both brahmanical exclusiveness, as 
well as low caste anger. Given the upper 
caste character of the leaders of the 
Swadeshi movement, this ‘test* was 
designed to encourage the detachment of 
low castes from the ‘Hindu* category, 
reducing the numbers on whose behalf the 
upper castes claimed to speak. Horrified, 
Mukherji observe.s in Hinduism and the 
Coming Census (hereafter HCC), writt«i 
as a response to this challenge: “It will 
break into two communities those that 
hitherto had been regarded as one” '* 

Such evidence, by itself, argues for a 
Pavlovian relationship between com¬ 
munaiism and the colonial dispensation. 
It hammers in the ‘truths’ of Said. But it 
also encourages a circularity of argumen¬ 
tation that confines all potential enquiries 
within the limits of critiquing colonial 
power-knowledge Other questions remain 
unasked. Could, for instance colonial 
classifications be regarded as origins or 
as renewal and reaccentuation? Lucy Car- 
roll has made a distinction between caste 
associations that sprang up to claim 
privileges before each census, rapidly 
withering away thereafter and those 
which, in their more permanent and evolv¬ 
ing history, testified both to more long¬ 
standing sources of colleaive aspirations, 
as well as their shaping by colonial classi¬ 
fications." Without elaborating the ob¬ 
vious answers as to whether there existed 
‘Hindu’/'Muslim’ identities prior to col¬ 
onialism, it may be observed that the cen- 
.SU.S explains the stabilisation of these iden¬ 
tities around new orientations (of the sort 
mentioned by Jones), backed up by insti¬ 
tutional ‘facilities’ such as reserved educa¬ 
tional and employment quotas. But it 
docs not explain much of what the texts 
discussed below, revealed; how, for in¬ 
stance, were relations of untouchability 
tackled by uppei caste representatives, 


especially the commanalists. Or, how the 
‘cemunon senstf around the census was co¬ 
extensive with the devciqpment of a 
world-view grounded in commuiial stereo¬ 
types. For it soon became clear that it was 
not an amhropologised history of collec¬ 
tive affiliations one was confronted with, 
a stable, collective self that was inherited 
either from an unchanging past or from 
a power-knowledge formation, but an un¬ 
familiar ideological terrain that retained 
its marks of apparently improvised and 
dislocated growth. 

All this cannot be explained in terms 
of its colonial origins alone The ‘origins’ 
require location within a broader process 
of identity formation. Recently. Gyanen- 
dra Pandey has made such an effort, but 
his thesis remains moored to a notion of 
discrete communities, being (mi$)repre- 
sented tn the discourses of those who con¬ 
trol the powers of disseminating their 
representations. Pandey’s efforts are 
directed towards uncovering the ‘truth’ of 
these separate communities, an enterprise 
that tends to assume that communaiism 
IS the effect of (power-laden) prejudices 
aionc.'^ This does not explain the process 
by which an ideological unity of different 
identities is sought to be erected through 
communaiism, nor the vulnerabilities that 
it teveals. An understanding for which one 
of the possibilities could be to look upon 
it as a discursive area that is fraught with 
inner tensions; in which the claims of 
other colleaiv ities—which are themselves 
wrestling with inner schisms~are sought 
to be either reoriented, displaced or ac¬ 
tively opposed; which are reshaped by the 
logic of events and the relationships with 
‘others’, in short, to understand it in its 
twin movement towards stabilisation and 
dispersal. 

Ill 

The ADR gestured at its later impor¬ 
tance by producing a fair amount of suc¬ 
cess and controversy on its appearance. It 
was serialised in the Bengalee during the 
month of June in 1909. a period that saw 
this newspaper in a communal temper.” 
It was published twice as a book in 1910 
sold at a price of 4as, which for its English 
language readership was very affordable. 
The author followed this up by writing 
HCC, a Bengali translation of which he 
distributed 25,000 copies free of cost. 
Another 25,000 copies of a modified 
Bengali version of ADR called Hindu 
Samaj was also distributed free.” 
Mukherji’s thesis was criticised, most 
notably by Sakharam Oanesh Deuskar, a 
major extremist leader, whose reply wc 
will consider later. But bigger fears dispell¬ 
ed these attacks. On the one hand was 
Ameer Ali’s petition on behalf of the 
London branch of the All India Muslim 
league, made in the context of the Morley- 
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Minto reforms of 1909,” that catted 
upon the authorities to effectively detach 
the town’ castes as a bioc from the Hindu 
category: on the other, increasing 
demands were being made by inHuentid 
sections of the so-called backward castes 
for autonomous and preferential con¬ 
sideration. ** Moreover, the debate on the 
census was acquiring nationwide impor¬ 
tance since it seized communally disposed 
leaders of the Punjab as well.’’ It was 
therefore a sign of the times that Mukher- 
ji’s investment was rewarded by an invita¬ 
tion to guide, the specially constituted 
'Social Conference' of the Provincial Con¬ 
gress in 19I1.'* 

Given the importance of ADR, it would 
be useful to start with a brief summary. 
Mukherji develops his argument by com¬ 
paring a monolithic Hindu society with 
equally singular conceptions of Muslim 
and English societies. Proceeding from 
O’Donnells’ warning, he asserts that the 
fundamental cause for the decline of 
Hindu numbas was because their peasan¬ 
try was poor. Further, Hindu influence on 
village life was al.so declining because of 
the shrinking power of the mahajans. 
Conversely, the Muslim peasant was 
becoming weahhier and buying up land, 
in Calcutta too, the labour market and 
petty artisanal enterprises were being 
taken over by immigrants, since Hindus 
(implying Bengali ones) were prevented by 
caste rules from changing their inherited 
occupations and competing with them. 
Muslim immigrants were religious, hard 
working, and ate well; Hindu low castes 
drank liquor, were unkempt and lazy. 
Mukherji then contrasts England with 
Hindu society. The latter was characteris¬ 
ed by immense gradations of caste; shared 
occasions like the Durga puja served to 
ediphasisc caste divisions since the low 
castes were kept at a distance. This stale 
of affairs remained unregenerate, bccausc 
upper castes were either actively compUcii 
or simply disinterested. On the other 
hand, social classes in England were 
bonded by the same (celings on common 
occasions such as thu.se provided by 
sports, defence icquiremcnts and ehuri.h 
activities: an ability that accounted for the 
overwhelming organisational power then 
society possessed. Islam too had prudue- 
ed a sense of commonness through masjid 
congregations. As a matter of fact, their 
reform movements of the I9th century 
were responsible for both their wealth a.s 
well as their unity under Bnli.sh rule. 
Hindus, however, facc'd di.saster from three 
sources: Motley’s equivocating reply to 
Ameer Ali’s petition;''' the pulverisation 
of Bengali industry by the British; and 
now. dispossession of land by Muslims 
The cause of their helplessness, Mukheiji 
reiterates, lay in caste cxclusivism 


Why is English society ^wen sdeh pro¬ 
minence in this aigument? And what does 
this imply for the conception of Muslims? 
In England, Mukherji argues, the combin¬ 
ed effects of the various institutions 
produces a common rriationship with the 
self; thus, although a person may think 
of himself as an individual, “as a matter 
of fact he is a [sic) unit and generally a very 
intelligent unit of a huge organisation 
where everyone, irrespective of rank or 
class, has a common idea and a common 
object”. The result is an awesome pro¬ 
spect, epitomised by English industry: 
"Here Indians had to hold their ground 
against a set of men who after hundreds 
of years of work and experience had 
reduced the art of making money into 
something like an exact science, men in 
possession of every possible information... 
carefully weighed, sifted and tabulated, 
with all the advantages that capital and 
combination could secure...” The tone is 
lyrical; possessive Figures of completion 
abound: 'hundreds of years', ‘exact’, 
‘every’, ‘all’. The rhetoric is frankly ground¬ 
ed in the idea of British superiority, which 
in the 19th century the moderates had 
assumed would be benericial for the 
development of their own society. But h«nc 
it carries other resonances. The English 
maybe a model, but the lyriasm also con¬ 
fesses the impossibility of attaining it. 
Hindus cannot match the investment in 
competitive time, nor command a com¬ 
parable volume of knowledge. Desire is 
shrouded in disenchantment. 

The disenchantment was unavoidable, 
for in the years preceding 1909, the pro¬ 
spect of rivalling British industry (in ad¬ 
dition to elements of its administrative 
machinery, such as Swadeshi arbitration 
courts providing an alternative to the 
judiciary) had enthused the Swadeshi 
movement: but b> 1908, it was becoming 
apparent that ail these initiatives were col¬ 
lapsing.^" But nationalism had not lost 
its pride, nor the sense of outrage 
Mukher)i’s concluding lines in the passage 
cited above runs: “If ever there was an 
unequal fight it wa.s this" The Swadeshi 
movement had left anger in addition to 
disenchantment—making it doubly im¬ 
possible to regard the English as a model. 

But the shutting out of one possibility 
opens another: “There is nothing m the 
laws that specially affects the Hindus 
unfavourably", Mukherji stales, adding; 
“The superiority of the...Mohammedans 
is entirely due to their religious revival and 
systematic moral training...” Of course 
Mukherji dues not speofy how the 
Muslims had suflered under colonialism 
to make their condition comparable (this 
could conceivably spoil the arguineiii by 
arousing sympathy for them); but also. 
Muslims need to remain supcriui, since the 


wguniem detiMiids they be « viable model 
for emulation. The insistence on this 
allows Mukherji to up (he resources of 
another discourse Muslim superiority 
stems from religion, a sphere that was 
‘guaranteed’ by Queen Victoria’s Pro- 
damation of 1858 (uid referred to by all 
parties as a kind of Directive Prindple), 
to be autonomous of the administration. 
Tkgore had'already drawn a distihetion 
between ‘rashtra* (state) and ‘samaj* 
(society). Finding in the latter a province 
that allowed independent initiatives; re¬ 
cent work suggests that such a structure 
of thinking was present even earlier.^' 
The Islamic reform movements allow an 
opportunity to recast this aspiration for 
self-.s(rengthening in a space independent 
of the sUte via its reinscription in this im¬ 
age of a triumphant Muslim sodety. And 
Mukherji spares no efforts in making this 
image vivid. The locus ot this renaissance 
is the village masjid, cared for by the 
‘mollah*, who, though learned, belongs to 
the same background as his congregation 
which has the power to elect him. Every 
Friday, prayers are followed by a ‘waz’ or 
sermon which consists of: “simple morali¬ 
ty, simply told”. All this—it is reiterated— 
is done independently, without any cen¬ 
tral organisation, state help, obligatory 
payments or church laws. Above ail, the 
greatest contribution of the reform move¬ 
ment, it appears from (his represenution, 
seems to lie in producing the drive to self¬ 
organisation. 

Mukherji skirts the borders of stereo¬ 
typing here; the notion of Islamic 
‘fanaticism’ is as old as the Renaissance, 
and it is no coincidence that this formula¬ 
tion about Islamic reform in Bengal is 
derived from the famoas passage in 
Hunter’s history, which our author ap¬ 
provingly cites. But it vmuld be self- 
defeating for Mukherji to identify his 
argument with the stereotypical, for the 
latter denotes Finai ontological conditions. 
His aim is change through emulation of 
the other; and (his involves self-reform, 
Mukherji thus carries out a more subtle 
exercise, throughout the course of his 
argument; appropnaiing the weight of an¬ 
tagonism that steicotypes offer, while 
orienting these to the object of reform. 
Such negotiation is evident from the onset 
of the self<nlique. Mukherji asserts from 
his ‘observations’ that the cause of Muslim 
proliferation lies in the desire of Hindu 
widows for M usitm males. This is a radi¬ 
cally new departure from late 19th century 
discourses on the Hindu female which had 
ideali.sed the notion of inviolate chasti¬ 
ty.^' Moreover Mukherji’s ‘fact’ pulls a 
constellation of discourses around it. 
There is ihe centuries-long image of the 
sexually powerful Muslim male; which in 
colonial Bengal is tied to the internalised 
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Briinh stereotype of thy'VfliMv Bengali 
Hindu male Howevir, the very 
unresolvability of the dialectic between 
desire, resentment and anrieiy that these 
stereotypes produce, is sought to be 
redeemed by shilling its burden on to the 
supposed desire of the Hindu widow A 
special conniclioii between the Muslim 
and the Hindu ssidow haJ already been 
established and publicised during the 
Jamalpur iiui> ol 19()6'' But ihc fcKus 
then had Ixxn on the abduction ol 
widows the laull lay solely in Muslim ag 
gressiveness < )i» tht other hand by inak 
ing the widows culpable for the coniiec 
lion, Mukherji laps the legacies of guilt, 
fear and hiimaniiarian concern which the 
i9lh century Hindu proponents ol widow 
remainagc had tried to amuse Viewed 
from Ibis Iraiiic, to resolve the problem ol 
widowed desire would also settle a largec 
assortment of moie rciognisably male 
dilemmas 

“After ( enrs (lime Vtnus" the epi 
grammalic style hurls the aigumcni from 
one point lo Ihi next, allowuig it to amass 
a wealth ol discursive associations, but 
not pioviding spaie to inlcrrogaie the 
series of di.plaunienis Resonances of 
19th century rt (ormisl discourse aa ulilis 
ed to reorient the argument lo the dif 
ferent possibibiy of economic reform Ihc 
fatal desire of widows is explained by llin 
du peasant ivweity Ibis is so, Mukhcrji 
asserts, because Hindu males cannot af 
fold to remarry in turn producing laigei 
numbeisol unsatisfic'd widows converse 
ly. Muslim wcaliti gives to them a 'supenor 
physique It iiiav Ik noted that by 
blending ihc sexual inio the economic. 
Mukhrrji is enabled to hanitas the anxious 
energy ol stereotypes to a condition, 
which, since the drain of wealth theory, 
had been icoignised as man made 

I he Muslim is saddled with a double 
burden By surrounding his figure with a 
piethoia ol tlLscouisc*s this text aspires to 
make suspiciai of the Muslim a key stiuc 
tunng principle ol existence itscll, by the 
same token, to deleat Iheir sdcni machina 
tions promises to resolve fai reaching pm 
blems 1 he encoding of hopeful expecta 
tion within tear piovides a powerful 
yvorld view Not only can it hold the aiix 
letics ol established discourses, but it is 
made to absex b mure immeciiatclv poll 
licai and social challenges 

lari me bcgiri with one already touched 
upon namely the iiiiliiv ol the Muslim 
in providing a rt lease fmin the < ul de sai 
scenario at the end o' the Swadeshi move 
ment ( onccins that wieie mtegiai to it 
such as economic sell tcliuKc,ih( luliiva 
non ol the bodv, oigams.iiioii ihiough 
iaith, can now be conjuied u{) tlirougb cn 
counter with this new enemy I hough the 
Muslim repiesc ills an attenuated space for 
these iniliatms, for that eery reason, it 

nob 


becomes even more imporunt to ding to. 
Secondly, there i$ the problem of a diift 
in the regional composition of Calcutta's 
population, which Mukherji is among the 
first to underline, it later becomes a maior 
precKcupation with Sir P C Ray From 
Mukheiji’s figures (which show that the 
population piofiie of Calcutta has one 
Bengah Hindu to 2S Bengali Mushms and 
about l(X) upcountrymen, without includ 
ing the Chinese, Marwaris, etc), it is clear 
that Muslims foim only a part of the over 
all deluge.^^ Yet precisely because the 
particular section is left hanging here, the 
chauvinistic anxiety produced by the pros 
pect of the political and cultu^ capiud 
of Bengal becoming non Bengali, is re¬ 
located in the Muslims who, needless to 
add. are seen as the heart of a general 
danger Dus of course, involves the 
removal of distinction between Bengalis 
and non-Bpngahs Finally, and most 
significantly, th' Hindus' londi'i'in is 
signified overwhelmingly tiy the low 
castes Tins has much larger lonsiqucncrs 
than the relalively siraightfoiward one 
of displacemeni It needs separate consi 
deration 


IV 

Miikherji’s representation ol ihc low 
caste condition is one ul unmitigated 
degradation it acts as the ever piesent in 
version of the idealised Muslim C onsidei 
the following description of the low vatU* 
bagdi, which is typical “He is pcKii, 
eternally poor He is la/y, thriftless, 
unreliable. Hope, ambition, self lespeci 
sell reliance havt iic meaning foi him, and 
things have been like this evei since he has 
been a bagdi" I uilhei “ I heie is no ob 
ject for which they can unite ” 1 he sub 
jectivitv altribiiied to them by Mukherji 
IS not one that is i onducive to unity Quite 
logically, they canno* resist the hegemonv 
ot the brahmin liom which flows the 
strictures on untnuthabibty Iciw caste 
movements for sell assertion in whreli 
Mukheiji includes Vaishnavum, the 
< harak iesiivai sects such as the Kai 
tabhaias and c 'su assiKialion move 
nienis aieeithei absorbed by brahmins, 
which results in the iiiiernal decay of their 
initial aims or they asset! superiority over 
ulhets increasing lliecentiitugal tenden 
cs niiongst ilicmstlvcs 

( eilatii asscitions suck out like sore 
thumbs in thi v poitrayal most notably, the 
one relating to ihe evaluation of caste 
asscKiation nioviiiiems Since they cannot 
be said to hast been appropriated by 
biahminisni, Mukheiji dismisses than for 
niilitaiing agamst Hindu unity He does 
not consider their improvement ideology, 
their growing prosperity and a commit 
meni to combination, or anti brahminism 
(all < f which characterise the powerful 


Nanwsudim movetaent, Bar iiutiuice) ” 
From where does the driving necessity to 
create this, negative, dependent image of 
the low castes spring'' 

An obvious explanation is that it saves 
Mukherji from having to contrast the 
upper castes with the Mushms, a frame¬ 
work—given the visible scxnal and econo¬ 
mic pnvileges of the former- would have 
made it impossible for Mukhaji to subs¬ 
tantiate the master metaphor of impen¬ 
ding death Even though, it may be 
observed, this trope is cruc lal (its impor 
lance being expre»ed in becoming an ac 
cepted feature of Hmdu communal rhao 
ric) The threat of demographic deduc 
tions involved far reachillg changes in the 
oppurtunities that the colonial admmist 
ration offered foi thediffauit castes For 
Ihc fust tune since Ihc bnth of the Bengah 
Hindu colomal middle class, there was a 
decisive and immediate threat to their 
heganoiiy By absenting them as an index 
to the Hindu condition. Mukherji allows 
the threat to privilege to be presented as 
the plight oi the oppressed^ But this 
conceals another displacement The 
Swadeshi movement had failed to galva 
nise the low castes, in the case of power¬ 
ful caste bodies such as the Namasudras, 
there had even been piocbunations of 
loyalisni ^ By drawing an absolute, in 
verse relationship between the Muslim and 
the Iowa castes, he can both shift the anx 
lety caused by the forma, and recreate the 
lower orders as an object of paternal con¬ 
cern, at a tunc when this was unda strain 
By doing this, Mukherji also alters the 
disc out se on reform of the low castes, 
which had been established by Vivekanan 
da lor the latter, uppa caste paionahsm 
was necessitated by a combination of fear 
of low casie rebellion agauist the authority 
of the upper, as well as an humanitarian 
commitment For Mukherji the problem 
of low caste breakaway could not be ad 
muted, preasely because the problem was 
now manifest But the overidl situation 
presentol space for anotha possibility, to 
which his discourse could be productively 
aligned Ihe relationship toween the 
Muslim and the low castes held compli¬ 
cated possibilities Prospects for an 
alliance were couaiabalanced by indica¬ 
tions of antagonism that occame pro 
nounced in the years immediately follow¬ 
ing the publication of this pamphlet ” 
Obviously, Mukherji’s framework of an¬ 
tagonistic companson was designed to 
encourage the growth of the second ten¬ 
dency However this by itself, is not suf 
ficieni the antagonism with the Muslim 
need nut necessarily lead lolhc ‘Hinduisa 
lion* of the low castes U is to fill this 
lacuna that the brahmin enters apportion¬ 
ed the burden of humanitarian concern. 

in Ihe fifth section of the book, 
Mukherji idcntiries six broad caste cius- 
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ten. The common index by which their 
hierarchy is mapped out, i$ the manner in 
which difTerent groups r^te to brahmins; 
the latter that are given the status of a 
structuring principle. Obviously, this cor¬ 
responds to their hegemonic position, 
although Mukherji charactaises it in 
negative terms: “He (the brahmin] clainvs 
superiority over all, bui admits of no 
obligation or duty towards anyf’ Signi¬ 
ficantly, Mukherji does not contest the 
proclamation of superiority, but the in¬ 
ability to support It. Though this is couch¬ 
ed in terms of mutual obligations, the 
issue is one ol power: the brahmins need 
self-reform to save Hindu society fiom 
dismemberment--which includes their 
superior social position in it. 

Talking of the reasons why Hindus do 
not meet together, Mukherji ob-serves that 
when a low caste meets a brahmin, he 
does a 'dandabai', that is, prostrates 
himself “like a log of wood—not like a 
human beingat sites of common 
festivities, a stray dog is treated better than 
a Han or Dorn if they happen to enter. 
Mukherji bemoans the resultant lack of 
self-respect that the low castes imbibe, 
which provides an explanation for their 
allegedly immoral culture and lack of 
subjective motivation. Underpinning this 
pronouncement is the presumption that 
brahmins determine their self-image 
Howes'er the brahmins are themselves vic¬ 
tims of minute and rigid intra-ca.ste 
discriminaiions, being divided by region, 
and by sub-classifications such as ‘gotras’, 
‘mel’ and ‘sanatan'. For the brahmins, uni¬ 
ty is as imperative as it is for other groups. 

Brahmins had a special status in 
Bengal, since there were no intermediate 
varna caste bcl ween them and the shudras 
who occupied the lowest rung in this order 
of ranking which is a possible ex¬ 
planation for the importance given to 
them in many schemes foi constructing 
alternate Hindu stK'ieiies. Mukherji’sposi- 
tioning of the brahmin draws from two 
discourses around them. On one hand was 
the reformist project of Vivekananda, 
which argued that since brahminhood was 
an ideal, the ultimate goal of Hindu socie¬ 
ty ought to be the raising up of all castes 
to the sutus of brahmins." On the other 
hand were the turn-of-the-century reviva¬ 
lists, including figures such as Satishchan- 
dra Mukhaji and Rabindranath Tbgorc 
(who briefly went through this phase) call¬ 
ed for the miuntenance of the caste system 
and appointment of brahmins as “disinte¬ 
rested intellectual leaders”." Mukherji 
follows Vivekananda in privileging 
brahmins as educators, but differs from 
the latter by concentrating exclusively on 
this aspect Again, in the emphasis on 
brahinanical self-reform as a prelude to 
Hindu reform, he draws upon Vivekanan- 
da’s orientation. But th«*r.* ■> subtle 


negotiation involved. Brahmins aie urged 
to educate all castes in orda to uphold 
their inherited privileges: effectively, what 
is offered to the brahmins as compensa¬ 
tion for the loss in social prestige (by giv¬ 
ing up discriminatory practices in social 
relationships), is a much broader vista of 
hegemonising Hindu low castes directly, 
making brahminism itself a supra-caste 
ideology, without entailing the loss of 
caste identity. A reformulation of reviva¬ 
lism is delicately suggested. 

The inherent conservatism of this pro 
ject regulates the outlines of Mukherji’s 
overriding objectives, which is expressed 
in rhetoric that tends to posture a little. 
For instance, a key requirement, which is 
again inherited from Vivekananda, is that 
of egaiitaiianism. And with his mentor, 
Mukhaji shares the attenuated definition 
of egaiitarianism as basically denoting the 
suspension of untouchability In the earlia 
project, it arises from a sense of expedien¬ 
cy (to avoid the prospect of low caste 
revolution and possible breakaway), as 
well as righteous anger against their treat¬ 
ment. However, Mukherji shrinks the 
meaning of egalitarianism further, by 
making it a purely functional precondi 
tion for brahmins to teach the low castes, 
and by denuding li of the quality of 
indignation. 

It may be remarked that the proposal 
to educate the low castes by the brahmins 
originates from Vivekananda again. The 
word that Mukherji uses, however, is 
‘training’: implying a pedagogy that is 
more applied, technical. More than any¬ 
thing else, it carries the implication that 
the object of attention is ‘character’: "A 
trained man is superior to a man who is 
not trained", declares Mukherji. In other 
words, justifying the production of a com¬ 
mon personality (since the training pro¬ 
gramme is obviously deemed to be com¬ 
mon) on grounds of efficiency. But the 
tropes of subjectivity also imply the con¬ 
version of a mechanical social organisa¬ 
tion into an organism, seeking to create 
an inter-connectedness that is intimate 
without surrendering the idea of instru¬ 
mentality. Further, Mukherji uses the 
figure of the body to establish a compre¬ 
hensive elusion between the ‘personal’ and 
‘social’. Castes are cha.sti$ed, for instance, 
since each is a ‘self-contained body’. Given 
the framework of the weak Hindu con¬ 
fronted by the unremitting antagonism of 
the immediate and overwhelming power 
of Muslim personality and more remote¬ 
ly, the British, it follows that Hindus must 
develop a larger, unified personality. 

It will be recalled that we suited with 
egalitarianism: wc can now see that it is 
premised on a necessary inequality with 
others, accrued as a consequence of a 
failure of subjectivity (in being broken and 
disunited), rather than ef a difference in 


social l^alitarianura theu 

indicates the overriding necessity to con¬ 
stitute a samoiess of subjectivity. Inciden¬ 
tally, for Mukherji. this does not signify 
the obliteration of individuality: on the 
contrary, strong self-respecting indivi¬ 
duals, as Muslim and English societies in¬ 
dicate, are necessary as ‘inteilegent uiuts' 
u> powa the social machine The ultimate 
lyrical prospect is however the German 
‘Volkschuk’, defined in a later pamphlet 
entitled Hindu Sarmy (haeafta HSi,^ 
as an education system which compulsori¬ 
ly removes “difference between untoudM- 
ble or respectable^ rich or poor amongst 
the boys girls...(stnse th^ possess} the 
same book, the same education, the same 
rules". 

However, the idealisation of egaUtaria- 
nistn-as samenes.s, is modified in this pam- 
phla. There is a reinscription of the 
England of ADR. The main feature of 
English scxriety represented here, is its 
loose educational system, which allows for 
the differences of denominational educa¬ 
tion, is held to be more relevant. This goes 
together with the discovery of a distinc¬ 
tively brahmanical educational institution. 
The ‘tol’ (Shorn of its brahmanical ex¬ 
clusiveness) is advocated, not only because 
it has maintained traditional learning at 
the cost of great self-sacrifice on the part 
of brahmins, but more importantly, in 
view of its relevance for modern condi¬ 
tions, that had appruently been proved 
by its adoption in England as the bell 
system.** it can be argued that the alKre- 
tions in HS are necessitated by the limita¬ 
tions of A D/l's: prescriptions, in produc¬ 
ing a Hindu sociay. But the haste with 
which these proposals are displayed 
{HS was published in 1910, only a year 
and a half after ADR) testines to the 
urgency produced by a circular released 
by E A Gait, the census commissioner, 
which dramatically and perilously posed 
the question, who is a Hindu. 

ADR makes engrossing reading. The 
line of argumentation flows, one cause 
leading seductively into ariotha, the whole 
being packaged by a ringing, epigram¬ 
matic style. One forgets that at important 
points, Mukherji avoids mentioning esta¬ 
blished explanations, such as, the deter¬ 
mining role that upper caste customs play 
m preventing widow remarriage. The 
economic explanation of Hindu poverty 
that is offered in its place is, in turn, strip¬ 
ped of questions such as redistributing 
land and tenancy reforms, and propped 
up on simple personal observation alone. 
Economic conditions arc regarded as a 
matter of individual motivations (much 
in the style of conservative Victorian 
social thinkers, a.ssumii)g as they do^ that 
opportunities are equal for evoryonc). the 
energies foi which are located in religious 
reform. 
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This brief recapitulation suggests that 
Mukherji could easily have jumped from 
his initial diagnosis of a dying Hindu 
community to his concluding position, 
without going through the intermediate 
steps: a religious community self defini- 
tionally requires religious revival to 
resuscitate it. but in that event, a world¬ 
view would not have been produced. As 
I have shown, the flexibility of the argu¬ 
ment allows It, like a magnet passing 
through meiai filings, to draw various 
kinds of discourses, which had become 
pan of the common sense of the Swadeshi 
movement, into another .seemingly coherent 
stream of argumentation, so that another 
world-view can be produced, fattening 
itself on traces of older one,s. An identity 
then emerges, not as simple nomenclatun: 
alone, but as a many faceted 'world', 
where the nctw>rk of cau.sality is compre¬ 
hensive enough to link, tor instance, 
economic problems with those of religiou.s 
reform- 

This is accomplished moreover without 
surrendering the major source of popular 
energy for the protluction of such com¬ 
munities, that is of stereotypes. We have 
seen how the model of inverted charac¬ 
teristics exacerbates the load of anxiety, 
while the careful avoidance of ontological 
fixity paves a credible path for the cor¬ 
responding desire to fulfil itself. But this 
does nut move the vision away from the 
parameters of stereotypes. In fact it makes 
them sophisticated, enlarges them so that 
they can contain a world view. Ultimately, 
ADR leaves the reader with a pictorial 
evocation; a dying (low caste) Hindu, self- 
divided and physically weak, Surrounded 
by an already overwhelming and pro¬ 
gressively expanding presence of the 
Muslim, who in their self-engineered 
growth, suck out the lite-blood of their 
rivals. A contest between two bodies, two 
personalities, two societies; each with a 
history, together with a coriesponding ex¬ 
planation for their conditions. 

All in all this is a neat edifice, that rests 
on the assumption that there was time for 
a single Hindu society lo be produced 
through rcfoim. By 1910 however this lux¬ 
ury was over. Mukherji's response lo the 
Gait circular was one t>r desperation. 
HCC disavows the imperative of a 
mechanical Hindu organisation, that 
presupposes a .singular collective identi¬ 
ty. Here Hinduism is defined as a system 
that possesses 'belief wiihoui authority’. 
The relationship with the CXhcr (which is 
represented here by Chri.stianity, since 
Mukherji's aim is to convince the autho¬ 
rities with instances familiar to them), is 
now one of the difleienccs that should not 
he bridged. Rir, although Christianity is 
divided into sects and sclu>ols, they are 
united by a cotTinion beliet in the “idea 


of authority-daiming supremacy Imposihg 
restrictions issuing licence..!’ 6n the other 
hand. Hinduism is not only heterogeneous, 
but also valorises its plurality.” In other 
words Mukherji here affirms the status 
quo. Hinduism is in fact portrayed as an 
utopia, where there are no problems of 
power. It is not surprising to find that 
Mukherji jettisons all proposals for 
reform. Even untouchability is justified— 
as the comparison of a housewife cleaning 
her rooms to prepare for puja, to an 
operation theatre where precautions are 
taken against infection—on the improba¬ 
ble grounds of hygiene. 

TWo texts, the ADR and the HCC, 
separated by only a year, with a deep line 
of contradiction running through. How¬ 
ever, the criticality of the schism does not 
put an end to the search for a definitive 
Hindu community: as HS indicates, it 
makes this desire more urgent. Too much 
power is at stake and the fear of the 
detachment of the low castes too perilous. 
The increasing prestige of the preoccupa¬ 
tion with the census becomes evident in 
the way Mukherji's assertions withstand 
a scathing critique from within the Con¬ 
gress. It is this which I will now briefly 
consider. 

V 

By 1910, the year he wrote his critique 
of ADR, Sakharam Ganesh Oeuskar was 
already, unlike his antagonist, a highly 
revered leader. In 1905, this domiciled 
Maharashtrian introduced the Shivaji 
Utsav (a festival started by Tilak in his 
home province, which had mobilised Hin¬ 
dus against colonial rule at the cost of 
alienating the Muslims) in Bengal, follow¬ 
ing this up with authorship of Desher 
Katha, an indictment of British rule tha 
became a standard reference work for 
Swadeshi activists. His book, Bangiya 
Hindujati Ki Dhangskaner Mukhe? 
(hereaher BHD) was written partly 
becau.se of Mukherji’s silence on the 
criticisms of Kishori Lai Sarkar, a high 
court 'vakil; in the pages of Amrita Bazar 
Patnka.'* pespiic Oeuskar's credentials 
as a Hindu nationalist, BHD did not 
make a popular impression. 

For the most part, BHD is a rigorous 
statfsiical and political analysis, which 
ruthlessly shows up the many inconsisten¬ 
cies and suppressions that underpin 
Mukherji’s deductions. Deuskar con¬ 
cludes that while the Hindu population 
grew slowly dining 1872-1881 (by 3.65 
lakh, while Muslims increased by 5.18 
lakh), between 1891-1901 their numbers 
accelerated (rising by 14.62 lakh above the 
1891 figure, while '.he Muslim population 
added 24.97 lakh to itself). These figures, 
for ITcuskar, make nonsense of Mukherji’s 
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claims, since both caste structure and the 
level of poverty remained constant during 
the period of accelerated growth. Alter¬ 
natively, he traces the fallowness of the 
1872-81 period to the ravages of malaria, 
which afflicted the western parts of 
Bengal, extracting a much higher toll than 
the floods and even outbreaks of malaria 
in the eastern parts, which in contrast 
to the ‘west’ was populated mainly by 
Muslims. 

Even more effective is the critique of 
suppressions. For one, it is pointed out 
that Mukherji does not take the figures 
for certain areas (Srihatta and Kachar) in¬ 
to account. More crucial is the silent sug¬ 
gestion that Mukherji is deliberately 
whipping up anxiety, which is implicit in 
Deuskar’s obserrations that Mukherji 
does not specify O'Donnell’s calculation, 
which asserts that it would take a lengthy 
650 years for the Hindus to disappear 
altogether: a figure that would not har¬ 
monise with the immediate prospect of 
disappearance that ADR paints. Utter 
BHD goes on to assert that, in fact 
O’Donnell had wilfully classified tribais 
who had come under the influence of 
fallen brahmins, as ‘animists’, without ex¬ 
tending the principle to converts of other 
religions. Nor does ADR mention the 
higher longevity rate amongst Hindus. 
Besides, it manipulates figures for educa¬ 
tion. For instance, the figures of Muslim 
‘muchis’ provided to dramatise the 
superiority of Muslims’ educational at¬ 
tainments are undoubtedly impressive; but 
the reader is not informed that these 
figures are only for Darbhanga. On the 
other hand, if only low caste Hindu male 
muchis were to be included, the number 
of educated amongst them would rise 
from 8 per 1,000 (which is Mukherji’s 
figure) to 232 per 1000! 

Deuskar does not stop here. Being an 
activist, he possibly felt the need to ad¬ 
dress the anxieties engendered by chang¬ 
ing power relations. He offers three causes 
for the comparatively slower Hindu 
growth rate. The firs! is the practice of 
prohibiting widow-remarriage, which was 
being taken over by sanskritising castes. 
•Secondly, there i.s casteism, suggesting 
here the possibility of a future caste war, 
that would obviously lead to a delinkage 
trom the low castes. And finally, Deuskar 
advances a cultural cause, staling that 
Bengalis have declined physically because 
their hearts had been soiiquencd by western 
customs. 

The problem with these explanations is 
that the discourses o( rigorous statistical 
explication and the more speculative one 
ol relorm do not coalesce, except for the 
question of widow remarriage. And that 
is discussed with a measure of empirical 
persuasiveness by Mukherji. On the other 


Economic and Political Weekly June 19. 1993 



hand, the ^t^west schema involves such 
an abrupt switch from the physical to the 
cultural (without the mediations that 
Mukhcrji makes), that it seems more of 
an excuse than an explanation. But mote 
than anything else, it is Deuskar’s inability 
to grapple with Mukherji’s persuasive por¬ 
trayal of (he double Other, that explains 
its limits. As we shall see, it is the latter's 
explication of the caste problem that 
popularises tlie anxiety of Hindu numbers. 
But Deuskar seems to be caught onxthc 
wrong foot on this problem. He only 
acknowledges the caste factor, without 
elaborating upon it. Consequently, he can 
neither decisively repudiate the connection 
between caste structure and demography, 
nor propose an alternate programme of 
caste reform. On the other hand, while he 
appears to understand that Mukherji’s 
text is part of a larger process of 
ideological consolidation of a Hindu- 
Musiim divide, Deuskar’s strategy is to 
merely reassure the Hindus about their 
ability to reproduce. Which, along with 
his inadequate social prescriptions, 
ultimately belie a sharing of anxiety. The 
problem is that like most other Swadeshi 
leaders, Deuskar is unable to realise that 
the concept of Nationalism needed to 
develop from its 19th century moorings 
in an implicit Hindu identity, to attempt 
an alternate theory of Hindu-Mu.slim rela- 
tion.s. Without that urge, good intentions 
remained merely good. 

VI 

Papia Chak ravarty’s book (cited above) 
breezily admits that Mukherji may have 
made committed some statistical errors in 
his ‘enthusiasm’, while loftily conceding 
that Deuskar had shown “ingenuity in 
mathematical calculations”. Nevertheless, 
Chakravany feels free to incorporate most 
of Mukberji’s arguments in her own. This 
docs not raise the biggest question how¬ 
ever. She concludes that the upshot of 
Deuskar's talents was that he “misunder¬ 
stood its |/!Dfrsj underlying purpo^’, 
which was the “rejuvenation of the entire 
Hindu society!’The cheer-leading by a 
professional historian for the conlusions 
of a text that is unsupported by its self 
confcssedly/evidencly statistical assump¬ 
tions, is not only afnrmative of the in¬ 
fluence of this communal common sense 
I have talked of, but raises a problem 
retrospectively. Is there something in ADR 
itself vihich lends itself to such a cavalier 
treatment of its assumptions? 

At the very beginning, ADR raises the 
question, as to whether Hindus were faced 
with an absolute or relative decline: 
Mukherji’s figures indicate (hat the 
answer lay obviously with the latter. Bui 
he newr does get around to discussing the 
question. Instead his intensely negative 


piouK iterates the assertion made in his 
title: The sheer weight of *ai8umentation’ 
then, paradoxically detaches it from its 
basic assumption; the statistics regarding 
Hindu demographic decKne is not only 
divorced from the necessity of disciplin¬ 
ed explication, but becomes a signifier of 
an entirely different story. The statistical 
becomes a trope of imminent death And 
Mukherji spares no effort in exhibiting it 
as such. The first page of HS is adorned 
by a simple census table containing the 
numbers of Hindus and Muslims since 
1872 in Bengal, with a two line statement 
below, stating the relative numencal ex¬ 
tent of Hindu decrease. This little intro¬ 
duction expresses the author’s confidence 
that his analysis has become common 
sense: he no longer has to explain 
anything. On the other hand, the census 
has become a visual clock, analogous to 
the Disaster Clock of our times, that 
measures how close our planet is to 
destruction every day. IVo sets of 
numbers, one of time, the other of the 
numerical size of the communities; within 
less than a lifetime, the Hindu population 
is shrinking even as the Muslims are grow¬ 
ing. Each moment becomes crucial. 

We have alieady seen tliat Mukherji’s 
structure of argumentation allowed a great 
deal of swift movement across different 
preoccupations, encouraging the use of 
displacement as a consistent method. The 
surreptitious conversion of the statistical 
into the purely tropological, enormously 
expands the range of concerns to which 
traces of ADR can be attached. In fact, 
the anxiety of Hindu numbers is made to 
fend its weight to nearly all the important 
problems that confront the construction 
and activisation of a monolithic Hindu 
society. In the second decade of this cen¬ 
tury. this meant its conscription by ex¬ 
plorations of the caste problem that were 
not engaged in whipping up a Muslim 
antagonist. 

The Gait Circular was withdrawn; but 
the apprehensions it caused were enough 
to make Mukherji an authority on caste 
ism. As I have mentioned, Mukherji was 
invited to address the United Bengal Pro¬ 
vincial Congress held at Faridpur in 1911, 
“to improve the status of the Namasudras 
and other ‘depressed classes’ and to bring 
them into the fold of organised Hin- 
duism’’.^ Mukherji went on to build a 
network of contacts with low caste 
leaders. e.specially with Damodar Das, a 
representative of the Mali caste,*' 
However the most interesting man he was 
t6 influence was Digindranarayan Bhatta- 
charya, a dynamic brahmin reformer. 

Mukherji's attitude to the main objects 
of his reform, the rural low casics, is 
managerial; distanced. He claims authori¬ 
ty on the basis of his knowledge o( (heir 
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lives, tui understanding tti« is held up for 
general inspection to his urban upper caste 
brethren. Bhatiacharya’s tone; by contrast, 
is always that of one who is in the thick 
of battle. Maybe this has something to do 
with his life which was almost the inverse 
of his mentors'. Mukherji belonged to the 
upper echelons of anglicised Calcutta 
‘bhadralok’ society, being a son-in-law of 
Sir .Surendranath Bannerjea and a 
monber of the Indian Medical Serviob 
Bhattacharya hailed from Serajeguitje, a 
small town in Pabna district and came 
from a Vaishnav family that traced its 
genealogy to an associate of Chaitanya 
him.seif. Moreover Bhattacharya expand¬ 
ed his influence, without disavowing his 
role as an ‘organic intellectual’. His career 
did not follow the accepted trajectory of 
a Bengali rural intellectual which till as 
late as mher Dtnchali,*^ is one of aban¬ 
doning the lural for city life. He travelled 
extensively in the interiors, addressing 
meetings, engaging in many acts of refor¬ 
ming habits of caste intolerance. He was 
a prolific author. According to the 
biography by his admirer, the tow caste 
Poundra Khattriya (originaDy called Pixl) 
leader Manindranath Mandat, Bhatta¬ 
charya had already written 22 books in 
Bengali (some being translated into 
Assamese and Iblegu) and widely read in 
the villages.*’ 

Mukherji appears to have been the 
main source of encouragement from 
amongst the Calcutta intellegemsia, hav¬ 
ing written a highly laudatory 'Preface' to 
Bhattacharya’s major work on caste 
reform, entitled Jaiibhed.** This book 
reenved acclaim from urban reformer in¬ 
tellectuals, including Ikgore, Sir Suren¬ 
dranath Bannerjea, Sir P C Ray. and even 
Swami Shraddhanand. Significantly this 
general commendation coincided with a 
general lessening of upper caste apprehen¬ 
sions regarding Muslims. The withdrawal 
of the Giui Circular was succeeded by the 
reunification of Bengal in 1912. On the 
other hand, communalised Muslim 
leaders like Ameer Alt were being displac¬ 
ed by young, anii-Bntish ones epitomised 
by Faziul Haq who sought to come closer 
to the Congres.v. This trend was to crystal¬ 
lise in the Lucknow Pact of 1916 and 
culminate in the Non-Cooperation/ 
Khilafat movement. Nevertheless this pat¬ 
tern in communal relations was not ac¬ 
companied by a corresponding move in 
relations between the upper and low castes 
in Bengal. Namasudra demands for dec¬ 
lassifying ihemscivc.s from the Hindus 
remained while the announcement of the 
Montagu Chelmsford Committee to study 
reforms triggered off, as we have seen, 
demands for separate electorates.*’ 

Since a major part of Mukherji’s preoc¬ 
cupations had to do with caste, (here was 
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bound to be a great many common pro* 
blems that Bhaitacharya was likely to 
share with him. The intellectual link was 
furthei crystallised through the common 
interest in Vivekananda But within these 
diared areas, Bhaitacharya produced his 
own resolutions. His rnaior contribution 
wa.s to assimilate the undoubtedly 
marginal ptisition that reformist discourse 
occupied to the more deeply entrenched 
and widespread ideas r>f Vaishnavism' an 
act that complements his efiorts at 
widespread geographical and social 
dissemination of caste reform. 

Chaitanya held to be a major itan 
sgressor of caste divisions since he 
popularised the notion that low castes 
could achieve salvation in the ‘Kali 
Yug’,^ through proper recitation of the 
EMvine Name alone: Bhattacharyu extends 
(he prospects of spiritual egalitarianism 
that are offered thereby and does this 
through the popular and attractive torrn 
of a creation myth. His story also resolves 
the schism, between the focusing on 
singularity and the celebration of plurality 
that separated the two texts of Mukherji's. 
Starting from the Vaishnav tenet that crea¬ 
tion was the product of ‘lilakhela* (divine 
play), he rcinscribes its meaning to assert 
that it was charaaerised by two principles: 
egalitarianism and variety. Thus although 
there were different castes, races, nationa¬ 
lities etc, the Ixird looked on all equally. 
This inheritance was however subverted 
mainly by the brahmins, producing a state 
of degeneration that could not be endured 
by the Lxird, whose initiative is de.scnbed 
thus: “The pleading, suul-picrang wail of 
the ignorant low classes shook the throne 
of God's Heaven, and unable to remain 
still any longer... He divided himself into 
crore$..x)f pieces and entered the hearts of 
the oppres.sed...in the form of a new 
Chaitanya." ‘Chaitanya’ here refeis 
simultaneously to both the saint, as well 
as the general consciousness of rights, em¬ 
bodied in the minds of the low castes, the 
double entendre rewiiting and radicalis¬ 
ing the notion of the Brahman, the one 
and many 

This structure nf comprehension allows 
Bhaitacharya to identify active reform 
work as part of his inherited religious 
responsibility. This is important because 
Bhaitacharya goes further than his men¬ 
tors. Not only does he engage in active 
reform in rural areas, but he writes texts 
for the low castes. Both Virekananda and 
Mukherji wrote theit major works in 
English, linguistically underlining thcii 
lerspective that it was primarily the up- 
>er caste elite who needed to reform their 
iltitudes. On the other hand, Bbatta- 
rharya pens origin myths for different 
lasics, a textual procedure that was an 
essential ideological resouicc for castes 


seeking to improve their status. I^'urtlier. 
it explains why he was very encouraging 
to Manindranath Mandai when (he latter 
broached the proposal to form the Bangiya 
Jana Sangha in 1922, an organisation that 
.sought to unite all low caste organisations. 
It was only in the fitness of things that 
Mukherji who was approached first pro¬ 
ved to be discouraging;*’ after all, ADR 
assumed that reforms would be carried 
out under the tutelage of (he upper castes. 

But Bhaitacharya too is committed to 
a rcassertion of Brahmanical leadership, 
and his criticism of (hem, like that of his 
mentors’, is thrected towards that end. 
However he stirred much greater hosti¬ 
lity,** not only on account of his sharp¬ 
ness, but more importantly, because his 
observations were articulat^ in low caste 
gatherings. Points similar to Vivekanan- 
da’s and Mukherji’s, articulated amongst 
low castes, as happens in Bhattacharya’s 
case, has the very different impact of 
galvanising critiques of caste from below. 
In fai-t, unlike both Vivekananda and 
Mukherii. he seems to privilege reform of 
low castes over the necessity of organis¬ 
ing (he Hindus. F.vcn though the latter is 
a major preoccupation with him, as can 
be evidenced in Jatibhed, which opens 
with a panegyric to the sacred geography 
of the nation and the need for Hindu 
unity to fulfil itself. 

There are two more substantial—and 
consequential—traces of this drive. We 
have already seen the importance Mukherji 
placed on the institutionalisation of cer¬ 
tain privileged spots of space and time 
(such as the Vaz’), in producing spatial 
egalitarianism and oiganised endeavour. 
Mukherji's assertion of its absence 
amongst Hindus, implies a critique of the 
unsuccessful Swadeshi modes of mobilisa¬ 
tion of low castes, which involved pro¬ 
paganda in fairs and religious festivals. 
Bhattacharya's moorings in Gaudiya 
Vatshnavism (of C haitanya), an ideology 
that was premised on the creation of a 
common, inter-caste disposition t’nrough 
music, enables him to offer a credible 
alternative. Music had already played an 
important mobilising role during the 
Swadeshi movement. But what Bhatta- 
charya proposes is the 'kirtan', which in¬ 
volves a daily congregation builr aiound 
music.** ‘‘Fveryone should become pan 
ot a single life, a common mind let (he 
sweet sounds of harikirtan enhance 
villages each evening”, exhorts Bhatta 
charya; a recommendation (hat binds 
egalitarianism and sameness on a regular, 
evpryday basis (as recommended by 
Mukherji), provides a simultaneous 
rooting in popular, rustic culture, along 
with mobilising a traditional ideological 
sanction for routinely overcoming caste 
barriers for a limited period, and all these 


combined in li simple; accessiMe tnditioa! 
It was an extremely mflueniial suggestion, 
for the identification of Hinduism with 
music became an imperative condition for 
the proclamation of Hindu rights in the 
contentious music before mosque issue; 
(hat fissured the 20s. 

There is, in fact, something pernicious 
in Jatibhed; an inheritance of Mukherji, 
that could permit the conscription of 
Bhattacharya’s recommendations into a 
communal cause. And this lies in the use 
of Mukhcrjrs census table, which is 
presented at the beginning of Jatibhed. 
Obviously Bhaitacharya uses it as a figure 
of anxiety alone, for his argument is not 
elaborated on the basis of anlagoni.stic 
comparison with the Muslims (as a mat¬ 
ter of fact, it 1s only Christianity that 
arouses his ire), which docs not improve 
matters, since the table is allowed to re¬ 
main like weeds in a boat propeller. On 
the other hand, this trope is ingenious, for 
in it the decline and impending doom of 
Hindus, is indi$.soiubly indentured to 
comparison with a Muslim Other. The 
power of the tabular trope lies in its 
refusal to allow a comprehensive reinscrip- 
tion of Itself. Its internal structure of an¬ 
tagonistic comparison remains stubbornly 
encoded, even as a different chain of 
significations is being attached to it. The 
triumph of this sign is (hat it seduces by 
the rhetorical potential it offers for refor¬ 
mist mobilisation: but its very use con¬ 
firms a communal habit ot viewing as 
common sense, silently imbricating it as 
such into the new territories of thinking 
in which it is made to move. 

An even more vivid instance of its abili¬ 
ty to introduce a surreptitious crack; in 
fact, even go against the grain of a parti¬ 
cular line of enquiry, without appearing 
to create disharmony, can be found in 
Tagore’s Cora, it is a story about Cora, 
an extremely gifted and ideali-stic brahmin 
youth, who believes in nco-brahminism 
with missionary zeal. The discovery that 
he is actually an English orphan brought 
up by brahmin pareni.« questions all his 
assumptions,in the process radically desta¬ 
bilising all notions of identity drawing on 
a Self-Other polarity. But tucked into a 
corner that one may have difficulty in 
remembering, but which occupies a fairly 
strategic position in the plot, is a more 
familiar story. Pareshbabu, a person com¬ 
mitted to a liberal, universalist notion of 
identity, is confronted by .Sucharita, his 
doting ward, who seeks his advice on hei 
desire (produced largely under Uora’s in¬ 
fluence) to convert to Hinduism. As he 
starts to remove the intellectual grounds 
from lier impulse, she bur.sts out to .say 
that the superiority of Hinduism lay in its 
survival, i^reshbabu’s clinching objection 
comes here: he patiently replies that Hin- 


.112 


Economic and Political Weekly June 19, 1993 



WWW wiww|.r|i^M4 aisjill «iaiu «liai 

if present conditions continued, it would 
become impossible to call the country 
Hindustan, since Muslims would become 
the majority.*’ Not only does Suchanta 
retract, but this point marks the reversal 
ol Hindu influence in the novel AIUt 
this, Cora also begins his jouincy of self- 
rcalisation when he starts living in a 
village and encounters the problems of 
castcism amongst the Hindus, and a cor¬ 
responding unity among the Muslims, in 
fact a picture that recalls Mukherji’s! 

Oora was published in the same year as 
AUK and there is no way of knowing 
whether this pas.sagc was inspired by the 
latter. 1 he point is that this piece of com¬ 
mon sense, which actually involves a 
struciiitc ol comprehension, plays a 
decisive role in a lexi that seems to align 
it to another path. Seems, because 
although this trope cs used as part of the 
((ucstioniiig of the naiiowncss of iden¬ 
tities, its internal constitution remains 
unaffected, in laci the contra.st with the 
Mu.slims is crucial to hammei in the pres¬ 
sure of impending doom. The power o! 
this hope IS even more evioenl than in 
Jalibhed. precisely because the rest of tlie 
novel diverges so radically. 

What wc have here is .something akin 
to a free significr, ailov/iiig !t,self to be 
redirected: without however suiiendering 
it.s inherent and inflexible communal code 
The consequence is ihat it accominodatcv 
Itself to a large variety ol understanding, 
insinuating itself into iion-identical, even 
contiary discourses, splitting and pioble 
inalismg them, without casting ripples 
The net result is ihe pioduciion ol '.he 
Ciram.scian understanding of common 
sense, which referred to the fragmented, 
coniradtciory character of populai con- 
scioirsness, titai amalgamaicd iiaces of 
disparate world-vtewv into itsell. But the 
story of the ‘census' reveals that these 
traces did not remain as such. A different 
matrix of political iurce.v changed all that. 

vn 

The new development in the 'life' of this 
common sense in the l‘)20> is that the 
Hindu Mahasabha emerges as the autho¬ 
ritative organisation of Hindu communa- 
lism in the country. It had been inactive 
during the greater part of the Non-Co- 
opcration/Khilafat (hereafter abbreviated 
as NC/K), bong revived by Malaviya on 
ly in 1922. Its swift assumption of an all- 
India character was not only because com- 
munalism filled in the gap left by the 
disappointment of the ‘Bardoli retreat’, 
but equally, because their members were 
simultaneously part of the Congress, 
allowing them the opportunity to expand 
their network alongside that ol the Con¬ 
gress. But Bengal had additional reasons 


■ui IIS icvciHiviiy. I lie lirsi Ol incsc louins 
US to the problem of numbers again. Hin¬ 
du intellectuals in Punjab (which was a 
major centre of Ihe Mahasabha) were 
thinking of It at the same time as then 
peers in Bengal, if not a little earlier. It 
acquired its definitive shape there, in l.ala 
lal Chanel’s ‘Self Abnegation in Politics’, 
which WdS published in the same vear as 
AUK"' I here was also a more grim 
aspect to this relufionship. Puntab and 
Bengal prosided iwo ot the heaviest sen 
tres of noting in the l‘J20s. The init'.il 
wave of fnajor iiots which followed the 
NCVK, took place >/i Punjab, starling m 
Multan and .Aninisai; while the Iren/v of 
noting gripped Bengal a iitilc laiei, 
C aicutta had the dubious distinction ol 
hasting in 1926. the biggest riots known 
till then in the historv ol the subcontinent 
The combined impact of all these ac 
counts for the ‘wift spread of the Bengal 
Hindu Sabha Though it was formed as 
late as August 192'','- we can find its im¬ 
print almost mi mediately, not Iea.st in the 
orientation towards organisation in the 
fvamtililets we will examine. 

Twool these, Saileshnath Shaima Bisi's 
Hindu SmnufiT Bariarnan Hamasya (The 
Conieniporarv I’ruhlerrii of Hindu Socie¬ 
ty I, and Sir P C Ray's pamphlet entitled 
simply as Tundpur Pradeshik Hindu 
Sabha, arc reprints of speeches, delivered 
as chairman of the reception committee, 
Scrajegunge Provincial Hindu Mahasam- 
niilani (The (ircai Hindu Conference at 
Serajegunge) in 1923, and as pre.sidcnt of 
the I-andpui Provincial Hindu Sabha in 
1923, rvstseclively, Fhe third pamphlet, cn- 
tilled Manila Hindu Jatir Khoy O Tahar 
Pralikai Cl he Uecuy o/ Bengali Hindus 
and Its Keniedv), is purely a mobilising 
tract, brought out directly under the 
authoiship of the langail Hindu Samaj 
Sangiakshini (Preserver of Hindu Society 
in Tangail) in 1924." Together they in¬ 
dicate the pre.sence of organised power 
in promo'mg the concern with Hindu 
number', propetlmg its ariicuialion in 
three different places m three successive 
years. This development holds out metho¬ 
dological consequences Being now fac¬ 
ed with a network around the ‘census’, it 
would be appropriate to treat them as a 
compo.‘.itc, even if loosely affiliated, group 
of meanings, instead of exploring indi¬ 
vidual accentuations. 

The haideinng and consolidation ot 
communal consciousness that we sec m 
the 1920s. is obviously built on the many 
failures of olhei initiatives; but the one 
most closely related to our parliciiiar en¬ 
quiry IS that ot the uspirations aroused by 
and rcpiesented m Bhaiiacharya. In many 
ways the man was a phenomenon. We 
have alieady seen the adulation he receiv 
ed in uppei caste reform circles. His 


lofiowing amongsi low easies was even 
stronger—which makes him an unique 
figure amongst upper caste reformers In 
his biography (cited akivc). Mandat, a 
leader of tlic Poundra-Khaitiiya casic, 
wiote tliai Bhaitacharya was not only 
greater than Rammohon Roy and Vivc- 
kananda. but acoialfy superseded 
c haifanv"! m his commitment to removing 
untuuchability A special song was com¬ 
posed lor him when he presided over the 
Kaina Nikhil Bangna Vaishya Teli Sam- 
inilani (the 'tefis' being a low caste oil- 
IHcssers), which pioclaini him to be an 
‘avatar’ ot Han (Ihe olhci name of 
Vishiui. wTmve mcariiations include 
Krishna, the dontmaiii figure of worship 
III Ciaudiva Vaishnavism). Obviously 
Khatiacharyii realised in his person ihe 
desire lor a consemus on rclorm He 
rcprcsenied a ‘histoni tiloc’ of the upper 
and lower castes, dcmonstiaiing to both 
that hrahmiiiism could be icinvcnted. The 
problem was that this was a possibility 
that was individual, at a lime when in- 
nueniiai caste groups liorn opposite sides, 
such as Ihe Brahman Sabha and Nama- 
sudras. lemameJ unwilling to strive for 
.such a prospect Bhaitacharya was thus 
fated to represent at best a (desire for) 
temporary alignment. 

Bhattachaiya was inlhicntial enough to 
leave traces ot his ideas, (heugh they were 
now harnessed to a contest with the 
Muslim Other Wc have already seen his 
contribution in the kiiian suggestion, 
which providixJ an ideological imt>crative 
to the levival ol the music belorc mosque 
issue. Less dramatic, though arguably 
as importani, was his propagation oi 
Vaishnavism The langail Hindu Samaj 
.Sangrakshini pamphlet (hereafter THS). 
brings the heritage ol both Mukherji and 
Bhaitacharya logeihcr, by fitst reciting 
Hunter's claims about Islamic reform ap 
provingly tiled iri AUK, at this point, it 
suddenly bieaks oil to offer ‘pranam’ 
(salulaticviis) to ('hailanya. It then pro¬ 
ceeds to ic|x:ai the .isseriion that the saint 
had intioduced cqualiiy among castes 
through ‘sankiriaiis’ and ‘mahasabhas’, 
but edges in a revealing coninicnt. It .says 
that Vaishnavism provided a religion 
where Ihe upjH'r ca.stcs could .suspend 
ca.sle rules regarding the acceptability of 
water, eu., without having to surrender 
their ’lespetiafile’ status The excessive 
emphasis on egaliiarianisrii present in 
Bhaitacharya is thereby pruned away, and 
MukherjTs imperative ol hierarchical 
organisation warranted by an Islamic 
challenge is preserved -without departing 
from Vaishnav i.sm An even more straight¬ 
forward harnessing of Vaishnavism to ex- 
clusivclv organisational iniiicraiives is pre¬ 
sent III an article wiiiteii by Piyush Kami 
(thosh, the editor ol Arnrita Bazar 
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/htrika and a leader of the Bengal Hin¬ 
du Sabha, which is revealingly entiiied, 
‘The Best Way to Organise the Hindus’ 
Although it mouths warnings of a low 
caste upheaval, the anger against upper 
caste discrimination which accompanied 
these warnings in both Vivekananda and 
Bhattacharya is absent here. On the other 
hand, the real emotional centre lies in its 
proclamation that “it is on the grounds 
of religion that the Hindus must meet", 
for, “on no other basis will the unity last 
long”. And this unity, it can be guessed, 
is compelled by Muslims; Ghosli advi.ses 
‘brahmacharya’ (celibacy) and 'suitable 
physical exercise' for Hindu offsprings. 
They could then die “defending his [the 
Hindu’s] religion and home and hearth”, 
a common newspaper phrase that invaria¬ 
bly implied a Muslim threat.'^ 

In a way, the shift to an overwhelming 
concern with Hindu organisation also 
made Mukherji’s privileging of caste rela¬ 
tions its victim. For. despite the efforts of 
reformers, caste remained a .signiTier of 
vertical cleavages that \serc insoluble 
within the framework of brahminism. 
This did not mean that caste problems 
would disappear from ihe rhetoric of 
communal Hindu reform, .^ncc its mani¬ 
fest reality was far too forceful.” As a 
matter of fact, caste remains a major 
preoccupation in all three texts (with Ray 
beginning his .speech by mentioning his in¬ 
debtedness (o Mukhcrii). But what it did 
entail was the subordination of caste to 
Ihe more fearful question of gender. 


VII i 

The new temper is enunciated in its 
most extreme form by Bisi. The explana¬ 
tion he offers for declining Hindu numbers 
has nothing to do with caste; on the con¬ 
trary, it leads him to a cunsidcration of 
‘unproductive' marriage customs, that i.s 
focused on the ban on widow remarriage, 
which he claims is responsible for many 
.social abuses. Btsi does discuss the pro¬ 
blem of untouchability, bui scpaiatefy— 
suggesting a certain mo'e loviard.s its 
marginalisation. It is true that the others 
bring m caste more directly in their 
demographic considerations. But with a 
difference. For instance, 7//.S asserts that 
the decline in Hindus is due to the low 
castes. But lastead of discussing tntei- 
casle relations like the earlier generation, 
it blames their marriage practices and 
recommends widow-rcmarriagc, which 
would not only lead to the multiplication 
of Hindu children, but would also 
dispen.se with the dossry system. The iin- 
porlancc of widow-remarnage is underlin 
ed, by reiiciating us necessity in the con 
elusion. Sir P i' Kay begins hts speech Oy 
declaring the ban on widow-remarriage to 


be the eause for the drop in Hindu nuni' 
bers; he deviates thereafter into Mukher- 
ji's analysis of peasants (the Hindu lack¬ 
ing initiative, the Muslim possessing it), 
but comes back to offer widow-remarriage 
as the first item on the list of solutions. 
He highlights its importance by providing 
anothei table showing how the numbers 
of Hindu widows outstripped those of 
Muslim.s, in the 15 to 30 years age group, 
which complements his citation o1 
Miikhcrji’s table. 

What dpcs the Widow signify? The .self- 
evident motivation is that of rc.sourcc op 
limisation. which relates to widows in the 
same manner as newspaper articles of this 
time did to cows, in both cases the major 
problem i.s that of efficient breeding. In 
the process, this consensus summons up 
tl'.e zeal and dignity of past leformcrs like 
Vidyasagar. But his humanitarian aspects, 
(he deep though admittedly patriarchal 
outrage at the treatment of Hindu women, 
ail these are absent. On the other hand, 
where Vidyasagar is recalled, “ is in the 
apprehension of moral contamination of 
Hindu society by sexually deprived and 
'available' widows. There is actually a 
basic similarity in the way that both 
Muslims and widows are treated: both are 
seen as figures of potential sexual excess 
and hence of fear. 

This penumbra of associations was 
widened by their position in the social 
relationships of rural areas. Apropos of 
allegations of abduction of widows in (he 
Mymensingh nois of 1907, the disiticl 
magistrate in his report staled that on en¬ 
quiry these allegations were found to be 
“merely threats, the fact that Hindu 
widows are not allowed to marry again be¬ 
ing always rather a subject of comment 
among Mohammadstn neighbours” '■ 
Obviously they represented a grim 
shadowy area m male society, being out 
side the protection that the domestic iden¬ 
tity of female chastity provided, she was 
both an invitation and a threat. Matters 
were exacerbated by another likely pheno- 
nienon. Some Muslim newspapers claim¬ 
ed that many >if the Hindu women who 
were reported! v abducted were in faa 
widows, who re.scued themselves Iroiii the 
but den ol thin lives by eloping with 
Muslims Besides making widows moie 
'atiractive' as 'he explanation for Hindu 
numbers, ii also led to an associated and 
in many ways, a more powerful coni'crr. 
in the 192(K. 

Aftei offering widow-rcinarriagv as a 
remedy, Kay suddenly transits to a new 
recomnicndalioii, exclaiming: “All the 
woes our kin, who are being abducted, 
and wtiom, because of our weakness and 
cowardice, wc cannot rescue from the 
hands of the depraved—we should save 
them and give them a place in the bosom 


of society?* Likewise, white talking of 
widow remarriage, Bisi soddeniy elabo¬ 
rates on the heartlessness of Hindu males 
and their disloyally to the devi (goddess) 
ideal, evidenced in their refusal to take 
back their abducted wives. The point in 
both cases is that the suddenness of the 
transition to the abducted wife issue takes 
place in the context of a discussion on 
widows. The instance of Ray in particular 
indicates that the jump is occasioned by 
an irresistible power of association, the 
logic of which is suppressed. Significant¬ 
ly, these passionate lines are not repeated; 
it is a.s if they appear (or are made to), in 
spite of Ray’s intention. 

To account fot the pressure of this 
rhetoric will take us to a point outside the 
province, in the speech that he delivers as 
President of the Hindu Mahasabha in 
1923 at Benares, Malaviya provides one 
of Ihe first attempts to create a history of 
abductions. He claims that the British in¬ 
cited the Muslims to attack Hindus, the 
first instance of which occurred in Bengal 
(referring possibly to Jamalpur) and was 
repeated in the Frontier districts; the com¬ 
mon feature in both was the abduction of 
women. I'his was followed by the Moplah-s 
(who besides converting ai.so abducted 
Hindu females) and then by the sexual 
outrages of Amritsar and Multan. He 
then went on to deduce a moral from hts 
daims by contrasting Hindu apathy with 
tnglish belligerence when their women 
were insulted. “Behind English girls and 
women theie is a national strength which 
protects them wherever they go. So also 
with Mohammedan women." The main 
reason foi Hindu disunity, he continues, 
lies III their inability to defend iheir 
“religion and women”.'"' 

The abduction theme allows Bisi to 
make a similar point, when he asserts 
apropos of ihai discussion, that Muslims 
should not confuse Hindu liberalism fur 
cowardice ‘Abductions’ become yet 
anothei method of defining collective 
desire by first imputing a certain character 
to the other (in this case that of organisa¬ 
tion), and then setting it up as a quality 
to be emulated. It recalls Mukherji’s 
technique. Except that Malaviya’s litany 
of riots, (he portrayal of an immense con¬ 
spiracy by Muslims and the British 
underlines the immediacy of this need. 
The prospect of a long-term, peaceful 
competition with Muslims (hat was of¬ 
fered in ADR, has completely 
disappeared. 

In the course of 1925, one of the few 
anti-communal newspapers the Moham- 
mcitii, commented that ca.ses of abduc¬ 
tions had started to proliferate only after 
the formation of the Sangathan move¬ 
ment.*" Undoubtedly the Hgure of the 
threatened woman has its advantages. The 
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election of wonuin as signifier and index 
of Muslim ‘oppression’, makes the very 
presence of the former a source of anxiety, 
which can only be constant and omnipre¬ 
sent. The figure of the woman as a poten¬ 
tial site of outrage carries the fear of the 
Muslim into every home, consequently 
strengthening the drive for mobilisation. 
This represciuational process is accele¬ 
rated by the print media of that period. 
Already during the Jamalpur riots, an im¬ 
portant way of stimulating feelings ol 
outrage was by carrying grossly exag¬ 
gerated stories of abductions of Hindu 
females. The difference in the representa¬ 
tions of the !920s is that newspapers 
publicised stones that showed Hindu 
women abducted by Muslims in non-riot 
circumstances. Secondly, these women 
tended to be wives and not widows. 1 hesc 
reports were normally small, but regular 
in frequency. Moreover they formed, as it 
were, .satellites to some major sensational 
reports, such as the Barodasundari case, 
that had occurred in Rangpur in 1923, but 
which was kept alive as news thiough 
detailed reporting on the stale of this case 
in the law courts even in I92S.''' It may 
be observed that gender-related issues 
were a major stimulus for early nationa¬ 
lism too, especially that of the Age of 
Consent bill agitation of 1891, which in¬ 
volved a mass movement for protecting 
the complete control of Hindu males over 
the sexual life of their wives. A problem 
with the earlier discourse was that it had 
to reject all signs of marital affect in 
favour of its assertions.*^ The advantage 
here is that Hindu defence of their wives 
against a lusting Muslim introduces space 
for domestic affection to be reaffirmed. 

Ilie emotional physiognomy of this im¬ 
age indicates a more intimate threat from 
the Muslim than in the widow issue. 
Moreover it suggests a violation of mutual 
respect for the others’ codes of domestici¬ 
ty: it signifies betrayal.*^ We may recall 
that the Musim presence in Mukherji did 
not interpenetrate with the Hindus: its 
threat wa.s an external one. as if it were 
a separate country, generating resources 
internally, to take over the Hindus. The 
difference between these two images cor¬ 
responds also to the changed political 
circumstances of Hindu-Muslim relations. 
The NC.VK was the first self-consciously 
joint Hindu-Muslim mass movement in 
the history of our sub-continent. Its sym¬ 
bol was (and still remains) the spectacle 
of Siwami Shraddhanand addressing a 
congregation at Delhi’s Jama Masjid in 
1919. At the same time, the movement 
popularised the notion of the country as 
a fedention to which even leaders like 
Lajpat Rai subscribed.** The effect of 
this was to locate the Muslim as an ’in¬ 
sider’ to Nationalism—in sharp contrast 


with the Siwadeshi agitation, where the 
Muslim was excluded by the Hindu- 
oriented inheritance of nationalist 
discourse. Additionally, this inheritance 
was given a longer life in Bengal by Das’ 
Bengal Pact designed to establish a stable 
alliance between Hindus and Muslims, its 
impact is palpable in Bisi, whose explicit 
reference point, despite displays of aggres¬ 
sion, remains that of making the pact 
workable. It was this discourse of mutuali¬ 
ty that had to be broken, and the figiirr 
ol the threatened wotrian provided the 
most potent instrument to do this 

l\ 

1 he trope of the census gams ncxibili- 
ly over time. Its qualities in this regard lie 
nol only in allowing, itscil, firstly, to be 
used in an additive capacity (Bliaiia 
charya), and secondly, its ordei of explica¬ 
tion to be altered (as in the 1920s), but 
equally, in ficmiining the new bus attach 
cd to it I heir own independent signi¬ 
ficance. In the 1920s, the 'Threatened 
Woman’ ilieine is fell to be so crucial, ihat 
It spawns Its own organisation, the 
Women’s Protection Ijcague. The reach ol 
this new rhetoric can be seen in the chang¬ 
ing attitudes of Chittaranjan Uuhathakur 
ta, a Swadeshi hero who had been beaten 
up by the polioeat the Barisal Conference 
in 1906. He was one of the few who open¬ 
ly criticised the Suddhi movement as anti- 
Muslim.*’ Three yeara later, be blithely 
delivered speeches calling for setting up 
self defence committees at meetings of the 
Women’s Protection League** 

As I have implied, the Threatened 
Woman theme is mote suited to the 
demands of mass cotnmunalism than the 
Census. A self-evident problem with the 
census concern is iis baggage of statistics 
and fairly elaborate explications. It posses¬ 
ses a certain heavy, ’academic’ air, which 
restricts its broadcast to pamphlets and 
speeches :n gatherings of the politically 
literate. But in thi.s rieriod when mass 
politics had entrenched it.self (nut confin¬ 
ed to ’peak’ moments like the Swadeshi), 
political messages demanded an immis 
diatc receptivity. The surprising thing is 
that the ‘census’ does not wither away in 
these unfavourable circumstances. It 
adapts iisell. 

interestingly, it is Mukherji who pro¬ 
vides direction again. This lies in the in¬ 
vention and use of the phrase, ‘the dying 
race’. The phrase ‘packages’ Mukherji’s 
argument, detaching it from the e!ab<v 
raicness of the explication, without sur 
rendering ihe pressure ol fear and anxiety. 
This allows ii to be used like a slogan, 
which through sheer rhetorical brevity, in¬ 
sists op inimcdiate attention. Not surpris- 
inglv. at two important points in his life 


Shraddhanand writes books with titfes 
that proclaim (he need of ‘saving’, ‘the 
dying race’.*’ l-urther the retention of the 
emotional at the cost of the mathematical 
(already partially accomplished in the 
changeover from relative to absolute 
decline), allows the numerical aspects of 
the conrern to be used freely. Thus for in- 
siance, Pivush Ghosh claimed it would 
take 4(X) years for Ihe Hindus to disap- 
(sear,*’* Kay in Faridpur identified it as 
200-2.50, while lagatguru Shankaracharya 
in a Mahasabha meeting at Nasik warned 
II would take merely a century!** Un¬ 
doubtedly the conversion of the ‘census’ 
into a fully erowi., popular communal 
ktiowlcdge, increases its flexibility even 
mure drastically (without losing the 
aiithoriiy of statistics), allowing much big- 
get elfects to dramatise anxiety. 

I urtber. the ’census’ insinuates iLself 
inui. h more easily into related interests. In 
a public meeting held at a rice mill at 
Uliadinghec, an industrial suburb of 
( alcutta. Pandit Devralan Sarma, secre- 
taiy. Hindu Mahasabha asserted that 
Hindus had physically and numerically, 
degenerated. He then reportedly proclaim¬ 
ed. “Now if so deplorable was the condi¬ 
tion of individuals, what could be ex¬ 
pected of the nation composed of such 
weaklings.' So when calamities like that 
ol Kohat, Saliaranpur, Malabar and Ajmer 
belcll them, they were defenceless..!’.™ 
The ‘census' gathers nc>v unstated implica¬ 
tions; the Hindus could no longer resist 
the Muslims physically and in turn they 
were dying in greater numbers because of 
physical liquidation by Muslim.s. We come 
here, as close as wc can possibly get, to 
liic use ol the ‘census’ as a battle-cry. 

It is the notion of the threatened male 
body that permits this unmediated con¬ 
nection between Hindu numbers and 
riots. Thi.s recalls (he sub-text of Mukher¬ 
ji’s prcTKcu pa lions, though it is necessary 
to remind ourselves (hat when he talked 
of the need for training, it wa.s applied to 
die structure of morals and motivations 
on which tests his idea of Hindu subjec- 
liviiy. The 20s .sec a preoccupation with 
the (rained male body. Alter witnessing 
a display of physical exercises in a club, 
Piyush Ghosh declared; “Bengalees as a 
nation wete degenerating and were a dying 
race. Physical culture wa.s the only remedy 
to this race-dqscneracy.’”' His newspaper 
regularly carn^ articles (hat preach^ the 
virtues of pby.sical fitness. A top level na¬ 
tional leader like l-ajpat Rai exhorted his 
audience to be like Arjuna as he faced his 
beloved enemy, Bhisma.’^ 

The defenceless female body is counter- 
pointed by the necessity for a trained male 
body; both dramatise the necessity for 
conflict. .\nd within this vortex of bodies 
IS located tlie anxiety of Hindu numbers. 
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which iriggeris off fears Of low cas«e 
breakaway. There are not only displace¬ 
ments involved here. As a matter of fact 
nothing is ultimately repressed The posi¬ 
tion and nature of each theme is qualified 
by the addition of other ones, drawn from 
different points of time and brought 
together in the I')2()s to produce a gigan 
tic network tliat is as much an ideology 
as a call to physically inflict one anxieties 
on an enemy, that is needed for the self 
to be created in ihe first place. 

\ 

in concluding it is obvious that we need 
to consider the implications of this net 
work of common sense a little rnoie. I 
have already mentioned Grain.sci’s notion. 
The precise definition is as follow,s; 
“When one’s conception of the world Is 
not critical and coherent but disjointed 
and episodia.!’. He further elaborairs d'i-. 
as “a conception of the world inechariicaf- 
ly imposed by the external environ 
nieni".’’ TWo implications follow. The 
<Be that Gramsci dwells upon is that it is 
not actively and critically acquired but 
nmiains a passive inheritance from more 
elaborated, unitary systems of thought (to 
the extent that ‘traces’ of ‘high’ philo¬ 
sophy’^ are absorbed: common sense 
also consists of other inherited ideas, 
possibly even ‘Stone Age elements’.’') 
The second that can he deduced and 
which I will focus upon is (hat such a 
structure of consciousness cannot inter¬ 
face with organised politics.’'' 

Much of what we have seen so far of 
communal common sense does not tally 
with Gramsci’s characterisation, 'the 
crucial difference is its organised and ac¬ 
tive 'life'. This not only refers to its pro¬ 
pensity for orchestrated articulation. In 
this connection, it will not be out of place 
to mention that the footnotes I have pro¬ 
vided to demonstrate the shift to the rna-ss 
appeal of the ‘dying race' (in place ol 
statistical elaboration) trope arc drau’n 
piedominanrly frcim the history of a single 
month—which preceded the Calcutta ses 
sion of the Mahasabha in 1925: obviously 
common sense lends itself to be used for 
organised mobilisation. Tfieiess dramatic, 
but more important instance ol this facci 
is that it possesses its own principles of 
structuration, it may be remarked that the 
discursive power of Hindu communalism, 
as we have seen, docs not spring exclusive¬ 
ly from single texts or even a chain of 
them, as from the swift creation of a 
popular network of certain tropics, themes, 
structure of apprehension and reform, at 
the heart of which functions a single, 
mobile tropic to provide the necessary 
ideological orientation. And this produces 
a formation of immense piotency and 
amazing flexibility. For it constantly ac¬ 


cretes hew meanings, whole traditions to 
itself, producing from its formative mo¬ 
ment a web of thought that ranges from 
stereotypes to statistical and sociological 
analysis. 

But out reading also indicates how 
communal common sense hides ns ideo¬ 
logical orientation, making an existential 
statcincnt ol its ideological position; 
allowing itself thereby to pernieaie con¬ 
trary modes of thought. Most of all, what 
it possesses IS credibility. 

Gramsci s definition of the disjointed, 
internally contradictory nature ol com¬ 
mon sense will be ol help here to under¬ 
stand this phenomenon. Communal cons¬ 
ciousness not only enters into coruradic- 
lory relationships, as in (iom. If one were 
to also look at the different themes that 
make up Ihe communal consciousness we 
have examined (e g, dying Hindu/powerful 
Muslim, caste division, abducted widow/ 
wife, threatened male body), without lak- 
nig into account the history of iniercon 
iiei tions, then one is bound to be struck 
hy an impression of random and dis 
jointed impulses. And in the articulation 
of these there need not be a necessary scll- 
consciousness of the linkages. In this lies 
its authenticity. After all the freedom to 
articulate random views is also tanta 
mount to experiencing oneself as remov¬ 
ed from all unidirectional, and for that 
rca.son, partisan discourses. The dis- 
jointedness of common sense naturalises 
ideology by providing a form of thought 
that does not encourage a testing of orien¬ 
tations. precisely because questions of iii 
terestedne.s.s are made redundant. The 
credibility that accrues from this location, 

I suggest, is lespionsible for the ease with 
which communal elements peicolate, 
reorient or appropriate. Thcappiarcnt lack 
of any distinct ideological or political af- 
Tiliation picrmits its impieratives to even 
seem as universally piaiseworthy a.s some 
thing like altruism. 

it is doubly important for communal 
ideology to take its credibility for granted, 
in other words, in preventing critical ex 
amination of its a.ssumptions. for its 
■signifiers are condemned to constant 
change Contrary to the assertions ot 
some contemporary commentators who 
argue for the purely discursive nature of 
identity formation,” it may be recalUd 
that Hindu communal discourses in this 
papier arc greatly shaped by the impera¬ 
tives of displacement and reinscnption ol 
social tension spots, its choices in this 
matter being determined by alterations 
outside Its control. Its dependence on 
changing correlations of political and 
social forces, as well as the discourses of 
others, necessitate constant change both 
in the selection and combination ol sig¬ 
nifiers, as well as in the significance they 


occupy in varied approaches at’diffitreM 
points of time. 

But this also means that despite the 
camouflage of common sense, communa¬ 
lism is accountable to those who have no 
direct stakes in this world-view. It is no 
coincidence that Manindranath Mandal 
not only includes Muhammad in his pan¬ 
theon ot great icformcis, but does not 
also refer at all to the need to contest 
Muslims, even though he imbibes many 
of the key concerns of Hindu reform that 
pier tain to altciing caste relations. It may 
be remembered that Mandal represents 
one of the possible pioints of entente bet¬ 
ween the high and low castes. By 1932 
however, there is opien belligerence towards 
the Maha.sabha. The Pabna Depressed 
Classes As.sociation, in demanding sepa¬ 
rate electorates, stigmatised the Provincial 
Hindu Sabha as an upper caste organisa¬ 
tion, disavow ing any effort to co-operate 
with them 

f his does not imply that one can pre¬ 
sume on social boundaries to determine 
ilio.se of the discursive: elements or even 
constellations ol communal concerns may 
spill ovci into other groups, even if they 
do not yield organisational results at 
all pioints of time. The fundamental pioint 
here IS that the case ot communaliscd 
common sense indicates that piopuiar con¬ 
sciousness is not only ditierenliated, but 
that there exi.si contestations within it. 
Studies of poiHilar coasciousness are nor¬ 
mally carried out by those who do nut 
belong to the ‘piopuiar’ social sections, 
and unfortunately they are either (patro- 
nisingly) celebratory or dismissive: in 
either case they retain the marks of distan¬ 
cing which their society invests them. 
Populat consciousness is thereby erected 
as a monolith, evacuated of the changes 
of history, of the wealth of forms and 
siniriures of perception they piossess.’'* 

It IS possibly Gramsci who makes the 
decisive break here. He observes, “...there 
IS not just one CO I urn on sense for that loo 
is a product of history and a part of the 
hi.siorical process”, and says elsewhere: 

F.vcry social stratum has it.s own ’com¬ 
mon sense.,”."'' The possibilities of 
mutual conflict between different forma¬ 
tions of common sense that we can read 
into Gramsci’s detinition is even more 
ciucial in the present ca.se. Common sense 
as Gr.tmsci slates, is a site for multiple 
iden'itics"'—which makes it more urgent 
for idcntity-bascd ideologies to attempt a 
formal appropriation of common sense 
Bi order to stabilise the singleness of a piar- 
liculir identity That identity formation 
under the aegis of Hindu communalism 
has not been able to overcome the in¬ 
herently unstable coalition of other iden¬ 
tities subsumed by it, is a comfort, 
although it is not one we can take for 
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gfBBted. Mon tium anything dieilt stitl 
leaves us with the probietn of acoennng 
the necessary*^ pluralism of identities by 
an ideological framework, that does not 
seek self-empowerment by provoking fear 
of the Other. 

Notes 

(TIib psper would have been impossible wiihoui 
the help of Sumit and lanika Sarkar. My debt 
lo them would be impossible to recount by fooi- 
noles. I am also very grateful to Tapan Basu 
for a maior insight, which I am sure he wiU spot 
here.] 
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tion very cartiully to diside thc.se lower 
castes and to classify them” 

20 Sumit Sarkai, Ihe Swadeshi Movement m 
Bengal 19(11 /VOS, Peoples Publishing 
Mouse, New Delhi 1973, pp 135-36. The 
Boycott inovemetii was practically over in 
Calcutta by 1907, ibid, p 145. Highlighting 
the geneial lailuie was the parting of ways 
bciwccii the Moderates and Extremists m 
1908 

2! A recent ai ticle by Tanika Sarkar has ex¬ 
plored how ill the iVih cemuis. conjugality 
represented the only source foi male Hindu 
control (and thcicfote ‘autonomy’) in a 
sociciy that was increasingly being expcii- 
eiiced as under the stilling control of a 
foreign power ‘ I lie Age of C’onseiii Rheto¬ 
ric; Kesisling Coloniai Reason and the 
Death ol a Ctnid Wife’, forthcoming 

22 Mukherji's citation of Hunter stales how 
Muslims are no beliei than 'a mongrel breed 
ol circumcised low caste Hindus' After 
reluming to ihcir fundamental doctrines 
through their Reform movements, they had 
become dangerous, since, "a return to 
Mahomniedan first principles means a 
return to a religion of intolerance and ag 
grcssion". guided by the atm o( "forcibls 
converting the world”. 

23 Tanika Sarkai, op cn. Although it may be 
added (hat tlierc is a reaccxniualion in 
Mukherji ot an oldei stniiii of thought, for 
Mahesh C haiidia Deb, one of the first ol 
those who argued for a reform of Ihe con¬ 
dition of Hindu women, an miporianl im- 


they MB oblited to umlwiote 
edibacy to which ihey are subjected. Many 
of them are youitg and beautiful and unable 
to subdue nature give way to those tempta¬ 
tions which beset them on every side". 
However the consequent sin is that of kill¬ 
ing iltegiiimate infants; it is not related to 
Muslims. 'A Ski-tch of Ihe Condition of 
(iindoo Women’, Awakening in Bengal in 
l-jirh Nineteenth Century (Selected Docu¬ 
ments). Vol I, Gouiam f'hattopadhyaya 
(ed). f*togicssive Publishers, cralcutta. I96S, 
p 104 

24 Miicuiay, iur instance, pioclaimed: ’’The 
physical organisation of the Bengalee is fee¬ 
ble even to effeminacy ,.His pursuifx are 
sc-dcnlaiv. his limbs delicate, his movemeiif 
languid” '('lied in Leonard A Gordon, 
Bengal Ihe Nullonahst Movement 
III76- 1940, Manohai Book Servicx; Delllt. 
1974, p o.Vivckananda was to exclaim that 
ihe basic piobiem with Indians was 
physical weak ness', which was responsible 
foi one-ifiitd ol then problems. ‘Vedanta 
111 Its Application to Indian I ife'. The Com- 
pleie Works oj Swami Vn-ekananda, Vol III, 
Mavavati Memorial (cd), Advaiia Ashram, 
Calcutta 19M. 

25 Ihe Jarnalpur. Dots wc-ie associated with 
abduciion.s from the very beginning; dis¬ 
turbances WCIC apprehended during the 
‘ashtami snan' festival which involved ritual 
Isalhing by Hindu women Amrita Bazar 
liilrika is specially mentioned as leading the 
prcAince-wide campaign lo highlight charges 
ol mass violations ol Hindu women, which 
were found to be uiiiuc on investigation. 
What IS interesting is the dislncl magisiraidt 
report which lists complaints filed by 
‘chaukidars’ (watchmen), all of which 
feature allegations ol abductions of Hiiulu 
widows These were again found to be false. 
Wes! Bengal State Archives. Pol Confiden¬ 
tial. No 514 of 1907 

26 1 hus Deb, fur instance, in the passage cited 
atiove talks first about the ‘utter misery’ of 
the widows, op cil. 

27 It IS significant (hat the census states that 
out of a total of 949,144 persons in Calcutta 
and (IS suburbs, 615.419 were Hindus and 
285.576 .Muslims. 1 he majority of Ihe 
jyopularion (about 68.1 per cent) were 
iinmigranls— but 52 2 per txnt of the 68.1 
per cent came from Bengal itself, led by the 
24 parganas i R Blackwcxxi. Census of 
India, 1901, Calcutta, Town and Suburbs. 
Pan IV Obviously neither set of figures 
could service Mukherji’s arguments, which 
accounts for his reverting lo impressioniil 
calculations. The interesting thing here is 
of coiiise the subtle opportunism of the 
argument that feels free to insinuate its 
inventions into auihoniaiive ciiaitons. 

28 Bandopadhyaya shows how the Nama- 
sudi.is started to lake to settled agriculture 
and profitable occupations in the I9thcen- 
iiiiy; III the latter half of that cemuty 
(jiiriirhaiid who became their ideologue 
and leader, produced an anli brahmanical 
uJc.ilogy that included elements of 
Vaishnasism, ('hiisiianily and a strong 
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mioml impfstive lo Mtf•improvement, 
op cii. 

29 Mukherjl U thus provided i he opportunity 
to confidently make outrageous assertions, 
like the Muslims were more advanced m 
education than the Hindus 

30 One such resolution read. |ii is{ simply 
owing to (he dislike and haired of the 
Brahmins, the Vaidyas and the Kayasthas 
that this vast Namasudra comnumiiy has 
remained backward; this community has 
therefore not the least syniiJaihy with them 
and with their agrtalion'' Itandopadhyaya. 
Social MobiltiY..., op cii, pti 3 S 6 S7 

31 Namasudras and Muslims were engaged in 
riots in Khulna m 1889 Biggei iiots bioke 
out between them in 1911. 1923 2^ and I9.3K 
In 1908 however they made a conirnim cause 
against the upper castes, being poliiicallv 
aligned in Iheir opposition to the Sw.-idestii. 
ibid, pp 345-48. further, while relerriiig to 
the riots of 1906. Mukheip iiientioiis the 
attack on the Rajhansis (and Hindu woinen, 
another ideal figure of Muslim 'oppression', 
as we shall see), but suppresses the an 
tagonism articulated against the upper caste 
Swadeshi volunteers by low castes. 

32 Hiteshranjan Sanyal, Social Mohiliiy in 
Bengal. Bspyrus. t'alculla 1981, p 36 There 
were of course powerful jali caste groups, 
such as the Kayasthas, who from (he ivth 
century began to claim they weie Kshal- 
iriyas. 

33 Thus Vivekananda proclaimed: The idea) ai 
one end is Ihe Brahmin and the ideal at the 
other r-nd is the Chandala, and the whole 
work is 10 raise the C'haiidala up lo the 
Brahmin!’ However Vivekananda leconi- 
mended that this process should be a 
gradual one since he did not want it lo 
ininxiuce antagonisms within Hindus fur¬ 
ther, he did subscribe to the relative 
superiority ol brahmins, stating that they 
had produced more people imbibed with 
brahminhood than ocher castes. 'The future 
of India’, op cii. p 29S. 

34 Sarkar. Swadeshi,. , op cii, fi lOt 

35 U N Mukherji, Hindu Sariwj, Snkah 
Ghosh, Calcutta 1910. 

36 There is a slight inaccuracy here, since it was 
’pathshalas' (instiiutions ol primary educa 
lion) which provided the model foi the Bell 
system, rather than lols, which were centres 
of advance study. 

37 Mukherji derives this notion from ‘adhikai 
bheda' which pcimils the use of a multi¬ 
plicity of paths to attain absolute rc-alisa 
lion. It was normally used as a luslification 
for caste (the rationale being that the duties 
of each caste was its ‘Dath’). Raiiiktishna. 
the reformer-divine of the latter halt of 19th 
century Bengal, democratised the implica¬ 
tions through individual example. The 
famous one, often died by Vivekananda, 
uras that of doing <he ‘untouchable’ work 
of cleaning latrines. What we have in HCC, 
however, is another form of individuation 
of adhikar bheda, which transforms it in¬ 
to a pluralism that implies a freedom to 
choose one's beliefs, trre,spixlivc of social 
hierarchy, or the compulsion of ultimate 
rcalivation. 


3ir Saanaram uanesn ueusnar, aangtya mn- 
dujoli Ki Ohangshanmukhe?, 1910, Calcutta. 
Other details arc given in Chakravaity, 
op CII, p .35 

39 Op cil, pp 36 42. 

40 Mandopadhyava, op cil, p 424 

41 Matiindranaih Maiidal in his pamphlet 
quotes a leiiet from Das to the eUeci that 
.Mukherji and he had been struggling un 
siicccsslully tor 10 years in the caste iclorm 
moveineni Bungivu Jana Sangha Bengal'^ 
Peoples Av>ii(ialion CSanghashakti. Kallai 
Jugev'). Saiadalkanti Mandal. Khajuri 
village, Midiiapore and (.'alculta, 1923. 

42 Salyajii Ray’s film by the same name, where 
Ihe plot brings Apu, the child of a slow pai 
i-d rural society and a poor brahmin father, 
to the sense of possibility that characterises 
(.'ah uda. 

43 Mamndranaih Mandal. Banger OigmJra 
naravan, Sannyasicharan IVamanik, Biird- 
wan, 1926 

44 Digindranaravan Bhattacharya Vidya- 
hhushan. Jauhhed, Serajegunje. The 
author, I pub 1912, rp( 1924. All citations 
arc drawn from tins edition. 


43 A iNamasttuiB meauig was nem m lyi r im- 
lended by 30 repre^tatives. elected two 
million Namasudras) which drew attention 
lo eamindari oppression, declaring that any 
additional powers for a few leaders would 
“make the future progress of ihe backward 
s lasses impossible’.’ It approved of the set¬ 
ting up of the committee, and declared its 
loyalty. Bandopadhyaya. op cit, p 460. 
Another conference in 1918 demanded 
‘communal tepresenlalion’ (following the 
Lucknow Pact model), ibid, p 234. 

46 For extended discussions of the social im¬ 
pact of this belief, see Kumkum Sangan, 
‘Mirabai and the Spiritual Economy of 
‘Bhakti'', Economic and MUical Weekly, 
July 7, 14, 1990 and Sumil Sarkar, “Kali 
Yuga’, ‘Chakri* and ’Bhakti’; Ramkri.shna 
and his Times’, Economic and Poliiical 
Weekly. July 18, 1992. 

47 Mandal informs us that he took ihe initi¬ 
ative to mobilise for a meeting of icprescn- 
lalives of namasudra, raj'oansi, poundra 
khaitriya, jhalla malla (khattriya), saha, 
mali among other low castes, at Calcutta 
in February of 1922. It was decided lo start 
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■n umoraia ursuiiHiiion oi im low cuin. 
Muidal spcib put detaiU of his encounter 
with Multherji tuul Bhattacharya and dedi¬ 
cate* his pamphlet to the laiiei Bangiya , 
op cit 

4S Mandal, Banger ^ op cit, report* that Bhai 
tacharya was attacked by ihc orthi>do> 
brahman sabha. spearheaded b) hi. own 
pupil rteaily indicatiiift ihe exiini ot 
animosity, that could even make an r>i 
thodox biahmin publicly challcnye hi. 
teacher' 

49 A comprehensive analysis of ih iiiideilv 
ing tenets ol the 'kirlan’ is available in 
Hiteshranjan Sanyal Bangla Kmamt 
Bihas, K P Bagchi and C ompaiiv ( aiciilia 
1981 

50 Rabindranath lagoic Kahtntlui 
Rachanabah, Vol 9 West Bengal (tost in 
ment, Calcutta. 1961, p IK) 

31 The preocrupation with the census ha> a 
long history in Punjab, sianiny fiom tin 
Arya Samaj's objection to namiiij. them 
selves as Hindus in 1881, toi lowed bv discus 
Sion of the alleged problem ol dixlining 
Hindu numbers in Jammu and Ka.hniii in 
the 1890s Jones op cil, pp 86 88 < n ind . 
later article, ‘Self Abnegation ’. dwelt on tin 
decline ot Hindu niimbef as an index ol 
Hindu weakness and Mu.lim 'in ng.h and 
advocated the setting up of pans devoted 
exclusively to Hindu intcieds ibid ji W) 

32 Richard Cm I don, Ihc Hindu Mahasabha 
and Ihe Indian NttiuiiaK ongic.s 1913 lo 
1926’, Modern/I Men Srooies 9 2 19 s 

53 Citations (loni ihtsc thr'^t tes's ait diawn 
from Sailes'inaili Shaiina Hi i Hindu 
Soma/et Banuman •iimush\a Addns of 
the Receplton toniniillci al Sciajtgunjc 
Pr'ivincial Hindu Mahasaniinilani, Sii (’ ( 
Ray, fanetpur Pradeshik Hirtilu Sahhe . 
May I92\ Bengal < hemica! Press 1923 diiu 
Bangla Hindu Jalir kho} i> Fahar (‘rankar 
Tangail Hindu Samaj Sanghrakshini i9J t 

34 Tins two pait illicit appealed m imr u. 
Bazar Putnka on Apiil Kill 1923 

53 hot instantc, even a< the Piosinoal 
Mahasabha at I aruipui (wlut h Sii I C Pay 
addiessed) was drhbeialing, a ini'ctmg til 
2,000 Namasudras wi being held iiearbs 
to decide on consersion >u C hnsiiamis 
Piyush (thosh. who tried to .lace oil this 
embarrassment was not allowed ciitiv into 
the meeting’ Amnia Batur hamka. May 3 
1925 On the oihbr hand, the rt fusal ol iht 
Mahasabha leadership lo extend casit que* 
tiuns beyond a point where Ihev would 
anger the oithixiox. led a radical Arya 
Samaji like Swami Shiaddhanand u> lesign 
from the organisation lordeiis, Shraddha 
nand . op cit, pp 154 37 

56 An excellent discussion ol Vidsasagai’' 
Kforms IS available in Asok Sen hhnar 
Chandra Vidyaitagar and His f Insist 
Milestone!). Riddhi India, Cakiitia 1977 

57 Op cit 

58 Ihe Saiyagrahi claimed, "As a maiici of 
tact some of these incidents are due to Hin 
du social usages, Hindu widows olieii 
entering into illegal relations with Muslmi. 
males When such an incidcm gets exposed 


Hindu Mcial leadm MBen the bUune on 
the untouchable desmsed Muslims and try 
to get him into trouble'’ February 28. 
Report on Native Newspapers and Pmodi 
cals. National Archives of India I am 
giaieiul to Indiarii ('hatte jec for drawing 
aiieniion to this preoccupation in an uii 
published paper where she demonstrates it 
as a toim ol rejeciioii ol social bondage by 
Hindu widow 

39 t lied III Ihe The Indun Annual Htgisier 
1921 V()l II H N Milra (ed), 1 he Indian An 
inial Register Office. Lalcutia 1923 
pii I’O 31 

6(1 Mohummadi Match 13, Repoit on 
Native op c It Its deduction gamed 
ibstancc 'rom ihe results of an enquiiy .ip 
jxMilled bv the aulhonlibs, whir h stated ihal 
bciwi-'i I''26 md 1978 mcidenis ol abdin 
boil of Miiidu women had been rising bin 
th.it number ol Muslim oflenders in cases 
whtic victims wen Hindus was not uiidii 
ly liighei ihi.i (host of Hindu c'ffendeis 
No 333/29 VMivriment ot Bengal Political 
West Bci'gal Stale Archives 

61 Sigmfi.anily ihr lust of this wave oi such 
.a'e< ocelli ltd in a village railed Char 
i.iana'i tn .he la’idpui district, and those 
lesponsiblt were isohceinen, the women 
who wen yio<.)ied inchuied Muslim widows, 
Imnta Ba'ur Paiiika liii.t 1/ 1923 

62 laiiika Sarkii open 

63 A typical suiiy was one of Sheikh IssaCj, 
who rei.ied a house at follygunge His 
cobseejueni ac lions are represented in the 
following fluid ploi “The accused having 
an eye on Ihr iiaiidsome girl made himself 
very ihiik and linn jsitj as a woiihy 
nrighboui with the falhei' Amnia Baznr 
I'uliiku Apt-' 2 1923 

64 I huseyi;ii in 1923 Rai dc\lared m C'alcutta 
I'.ai they did not want a ‘Hindu Rat' and 

rated Ihal ‘1 ht correct thing for us to do 
IS .o siiivt foi a demcKraiic raj tn which the 
Hindus. Muslim. and ihe olher cominuni 
lies of tndia ma y participate as Indians and 
not as follower' oi any particulai religion”, 
although 111 sp cch was all abtyji streng 
ihemng the Hindus Amrilu Bazar Hifrika, 
April I? 1973 

63 Amruu Oa..ai I’uirika, August 9, 1922 

66 Me iipoMcdly claimed llial unless ihry 
defended Iheir cvonicn. Be iigahs would l<e 
condemned id drsiructiun Amnia Bazar 
fulrika, Afril 23 1923 A similai life story 
can be seen in the .art of Kri.hira Kumar 
Mura who was a painm of the Anti C iicxilai 
ScKiety. which had openlv kepi away from 
the Shivaji Utsav (set above) because they 
fell It would be hurtful to then Muslim 
membsrs In (he 1920y. he emerged a major 
leader ol Ihe Women’s Protection league 

67 Icn days alter he established the Bharatiya 
Hindu Siiddin Sabha in 1921, Shiaddha 
■land issued an appeal entitled, ‘Sa<c the 
Dying Race' I he second CKcasion was when 
hr wrote Hindu Sangathan, Saviour oj the 
/'►•ng Rate ir 1974, after his retirement 
from Mahasabha activities tl was published 
in 1926 Joidcns, Shiaddhanand up ot, 
p 131 and pp 151-57 

68 ‘Ihe Best Vkhy op eil 


w ifMMW Bam fWiUbt. December 1.1925 

70 Ibid. Api’i 7. 1925 

71 ibid, Apnt 28 1923 

72 ibid, Apni 8. 1913 

71 ‘The Study of Philoayphy’.SWerhOMs/itMt 
the Prison Notebooks, eds and traiuUied 
by (.tuiniiii Hoare and Ciroffrey Nowell 
Smith international Publi'hers, New >brk 
I pub 1971 rjrl I9lii, pp 171 24 

i4 Ibid see fexHnote on p 126 

'3 Ibid p 124 

76 Moii ol all, common sense is c hararierisiK 
of sc tiiliern consciousness (alihoiigh indt- 
cattniisexi.i ihal Ciramsci visualises a more 
complex inieirelationship with 'high' tradi¬ 
tions than the simple one of qualitaiivc 
t slirii tionj 

I' In a I'.enr e> ay, Chanial Moutfe argues. 

I he an lal igen' is c onsli uc led by a diver¬ 
sity .)! tlisc ouisec among which ihrie is no 
iir.essaiy leiatioii " '(iti/rnship and 
Political Identiiv' (kiober 61, Summer 
199,., Massachusetts institute of Ibchnotogy 
Press Cihviouily, without evaluating Ihe 
■CM lal referenis of such discourses, neither 
the consent given lo Ihe lariei, not the 
ideologicai undripnimngs ol different kinds 
of icRntitv can be explored 

78 Bandopadhvaya, I'ji cil, p 317 

79 The Introiiuciion lo a recent collection of 
essays on common sense states. "An a^ieal 
to common sense is essentially an art of 
faith, the belief m ihe fundanKntal simdan 
ly of reasonableness of human beings” 
Beside pulling all of common sense under 
a single lubric, what Ih.s enquiry ignores 
IS that while the iKiiion ol common tense 
IS always appealed to as a consensual 
auihority, ihe actual configuration of 
elements that make up a paiiicular common 
sense formation may militate against a con¬ 
sensus even in the aci of producing a col 
Icciivity Although Sicgwart I indenberg’t 
article, '( oinmon Sense and Social Strut 
lui*- A Vrciological View’ does concede 
■hat It IS not possible lo achieve ‘com 
munality' in a society governed by powei, 
this obviously rules csui his belief that com 
moil 'cnse is conceived as rooted in the 
‘uniformity ol human experience the bias 
for the con.cnsiis appioach however dors 
not pcimit him to dwell on the implicatiom 
ol ihis irony ( ommon Sense fheloun- 
dations lor Sotuil 'icience. Frits van 
Mollhcxrn and David R f llson (eds), Univer 
SUV Press of Amerira, lanham tondon 
198' 

80 Op III pp 123 .’6 

81 t oinmon sense makes “one belong 
'imulianeously to a multiplicity ol mass 
hum in groups”, op cii, p 124 

82 There is .ibs louslv a disagieemeut lieie with 
some suggestions in (iraiiisci that common 
sense, that i» the pluialily of identities, can 
be leplaced by the unitary orieniaiion of 
■philosophy’ Ikhai seems a prcletable ex 
ercise IS to study how freedom to range 
across multiple ideniilies can be assured, 
without losing the urge lo pull then heieio 
geneiiy together for cnading change ncces 
sa y foi redistributing different forms of 
power 
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BOMBAY BRANCH 


BALANCE SHEET AS AT MARCH 31. 1993 

(Rs in thousands) 

Schedule 

As on 
March 31. 
1993 

As on 
March 31, 

1992 

CAPITAL AND LIABILITIES 



Capital 

1 

2,000 

2,000 

Reserves and surplus 

2 

93,925 

38,992 

Deposits 

3 

2,078.610 

990,545 

Borrowings 

4 

Nd 

50,000 

Other liabilities and 
provisions 

5 

133,580 

84,431 

TOTAL 


2,3OT.7i5 

1,165,968 

ASSETS 




Cash and balances with 
Reserve Bank of India 

6 

531.711 

148,586 

Balances with banks and 
mcHiey at call and 
short notice 

7 

268,407 

68,275 

Investments 

8 

562,279 

285,927 

Advances 

9 

857,263 

606,505 

Hxed asseu 

10 

19,223 

16,894 

Other assets 

n 

69032 

39.?81 

TOTAL 


2,308.115 

1.165,968 

Coobngent liabilities 

12 

143,045 

595.’52 

Bills for collection 


22,165 

28,362 

Notes on accounts 

17 



The Schedules referred to above form an integral part of the 
Balance Sheet 


PROFIT AND LOSS ACXXIUNT FOR THE YEAR 
ENDED MARCH 31. 1993 


(Rs. in thousands) 


Schedule 

3fear 
Ended 
March 31. 
1993 

Ybar 
Ended 
March 31. 
1992 

1. INCOME 



Interest earned 13 

212463 

103467 

Other income 14 

13,056 

22,190 

fOTAl 

225,619 

125457 

il. EXI'ENIHTIJRE 



Interest expended 15 

113431 

56,998 

Operating expenses 16 

20,323 

15.006 

Provisions and 



cuntingenaes 

46,013 

41.477 

TOTAl 

179.967 

113.481 

111. PROFll/lLOSb) 



Net profit for the year 

45,652 

12,076 

Items relating to 



prior years. 



Head Office administration 



expenses 

Ml 

(4454) 

Profit brought forward 

2401 

3,094 

rOTAL 

47,853 

10,616 

IV. APPROPBUnONS 



Thm^fer to statutory 



reserves 

9,131 

2,415 

Transfer to 



Other reserves 

1,031 

6,000 

Balance earned over 



to Balance Sheet 

37,691 

2401 

TOTAL 

474S3 

10,616 

The Schedules rcfeiicd to above form 

an intend 

part of the 


Profit and Loss account. 


Per our attached report 

For DALAL DESAl A KUMANA 

ABU DHABI COMMERCIAL BANK LIMITED 

Chartered Accountants 

Bombay Branch 

SdA 

Sd/- 

MAHESH ASRANI 

AHMED SALEH AL BANNA 

Partner 

Chief Ewcutive - India 

Bombay* June 28. 1993 
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Bombay. June 28, 1993 
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BOMBAY BRAIVCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1993 


(Rs in (housards) 


Ai on A& on 
Mnich II, March 'll, 
1993 mz 


(Rs in thousands) 


Scfaednkr 1—Capital 

(A) Capital 

Amount brought into India 
by way of start-up Capital 

TOTAl. 

(B) Amount of Dqwsit kept with 
the Reserve Bank of India 
u/$ 11 (2) of the Banking 
Regulation Act, 1949 

S cl ted u lc 2— R fsc r vrg and 
Surphu 

1. Statutory Reserves 
. (Reserve under Sen )l(2)(bXii) 
of Banking R^ulation Act, 
1949) 

0 Opening Balance 
it) Additions during the yeai 

11. Capital Reserves 
Opening Balance 

111. Revenue and Other Reserves 
[See note 111] 
i) Opening Balance 
li) Additions during the year 
iii) I)dctk>iis during the year 


IV. Balance in Profit and Loss 
Account 

TOTAL 

Schedule 3—Deposits 

A) l. Demand Deposits 

i) From banks 
ii) From othen 

II. Savings Bank Deposits 

111. 'ftrm Deposits 

i) From banks 

ii) From others 

TOIAL 

B) 1. Deposits of brandies in India 



U37 

394,965 


396302 

96388 

119,850 

1,466,070 


1385,920 


2,078,610 


2,078,610 


5.424 

_m^2 

r8S.826 

41.448 

120,000 

643371 


763371 


990.545 


9903 45 




Srheduie 4—BorrawingR 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

III) Other institutions and 
agencies 

II. Borrowings from outside 
India 

TOTAl 

III Secured borrowings included 
in 1 and II above 

Schedule S~Olher IJabilities 
and Piwiaiona 

I. Bills payable 

11. Inter-oflice adjustments (net) 
III interest accrued 
IV. Others (including provisions) 

TOTAL 


Schedule 6—Gwh and Balanceti 
with Reserve Bank of ImUa 

1. Cash in hand 
(including foreign currency 
notes) 

II. Balances with Reserve 
Bank of India 
i) In Cunent Account 

TOTAl 


Schedule 7—Balancxs with 
Banks and Money at CaU 
and Short Notiee 

I. In India 

i) Balances with banks 

a) In Cunent Accounts 

b) In Deposit Accounu 

ii) Money at call and short 
notice 

a) With banks 

b) With other institutions 

TOTAL 


As on 

As on 

March 31, 

March 31, 

1993 

1992 

Nil 

Nil 

Nil 

50,000 

Nil 

Nil 

Nil 

Nil 

Nil 

50,000 

Nil 

Nil 

7327 

4328 

9,444 

6,436 

89,721 

41,105 

26,888 

32,062 

133380 

84.431 

787 

285 

530,924 

148,301 

531,711 

148386 

56,710 

56,493 

Nil 

Nil 

190,000 

NU 

Nil 

Nil 

246,710 

56.493 
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BOMBAY BRANCH 


NOTES AND SCHEDULES TO THEHNANCIAL STATEMENTS AS AT MARCH 31,1993 


(Rs. in thousands) 


(Rs. in thousands) 



II. Outside India 

i) In Current Accounts 

ii) In other Deposit Accounts 
iii) Money at call and 

short notice 

TOTAL 

GRAND TOrrAL (I t II) 

Schedule §—InveaUnenls 

1. Investments in India 

i) Government securities 

ii) Other approved securities 

iii) Shares 

iv) Debentures and bonds 

TOTAL 

Scbednle 9—^Advanoes 

A i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 

iii) Ibrm loans 

TOTAL 

B. i) Secured by tangible assets 

ii) Covered by Bank/ 
Government guarantees 

iii) Unsecured 

TOTAL 

C. 1. Advances in India 

i) Priority Sectors 

ii) Public Sector 

iii) Banks 

iv) Others 

TOTAL 


As on 
March 31, 
1993 

As on 
March 31. 
1992 

12.772 

8,925 

11,782 

Nil 

Nil 

Nil 

21,697 

11,782 

268.407 

68.275 

S24440 

37,739 

Nil 

NU 

248,188 

37,739 

Nil 

Nil 

562,279 

285,927 

379.325 

570,656 

465422 

32,631 

12,416 

3418 

857463 

606,505 


159,518 

hfil 

697.745 


857,263 




Nil 

574,162 

606,505 


3.864 

942 

80,000 

'521.699 

606405 


Schedule 19—Fixed Assets 
1. Premises 

i) At cost as on 31st March 

ii) Additions during the year 

iii) Deductions during the year 

iv) DepieciatioD to date 

TOTAL 

II. Other Fixed Assets 
(including furniture and 
fixtures) 

i) At cost as on 3ist March 

ii) Additions during the yeai 

iii) Deductions during the year 

iv) Dcpieciatiou to date 

TOTAl, 

GRAND TOTAL (I h ll) 

Sehedfile U—Other Assets 

I. Inter-office adjustments (net) 

II. Interest acenuxi 

III. Bn paid in advancc/tax 
deducted at source 

IV. Stationery and stamps 
V. Others 

TOTAL 

Schedule 12—Contfargee^ 
Llabilitiea 

1. Liability on account of 
outstanding forward exchange 
contracts 

il. Guarantees given on behalf of 
constituents 

a) In India 

b) Outside India 

ill. Acceptances, endorsements 
and other obUgations 
IV. Other items for which the 
bank is contingently liabk 
a) income tax disputed uid in 
appeal not provided (iu- 
cludmg the effect on 
pending assessments) 
is estimated at: 

The Bank has fully paid 
the .said amount 

TOTAL 


As on 
March 31. 
1993 

As on 
March 31, 
1992 

12,621 

9,056 

hil 

3,565 

Ml 

Nil 

(L70Q 

(1.305) 

10,915 

11,316 

13,024 

11,842 

4,310 

1.316 

(312) 

(134) 

(8,714) 

(7,446) 

8,308 

5^78 

19423 

16,894 

Nil 

Nil 

37406 

7,645 

27,428 

2I43I 

5 

4 

4.593 

10,901 

69432 

39,781 

...... 

25,188 

81,591 

15427 

27,474 

52,100 

NU 

24,130 

476485 

1 

26400 

10,000 

I43,(M5 

5iS452 
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NOTES AND SCHEDULES TO THF 1 IN \ NCI il STAIl'Mf NTS 'iS A1 M iR('H ?/. 1993 



(Rs III thousands) 


(Rs in thousands) 


Year 

Year 

I 

Tfrar 

Year 


Tndcd 

Hndet) 

[ 

Ended 

Ended 


March 31 

March ’) 

1 March 31. 

Match 31, 


1993 

19f.2 

I 

1 

1993 

1997 

Schedulr 13—Inlrml Lamed 


1 

! i 

t 

1 

! Schedule 16 - Operating 

1 Expensen 



I interest/discount on 






advances/ bills 

104,670 

56 Ml* 

1 1 I’aynienr' to and p hmsiou 

1 


11 Income on investsnenls 

82.W 

13.88 ’ 

1 Kii emphiyies 

1 

6.191 

5,494 

III Interest on balances with 



1 


! 

Reserve Bank ot India and 

! 


1 II Rent, taxes and 



other inter-bank funds 

24'29 i 

)7,3'‘ 

1 lighting 

3 080 

399 

IV Others 

S79 


1 



HTTAI 

2l2.Sft3 

1 .0 ’ )6 

1 III Pnnimg anil 





1 

1 

, Mationfry 

1 

1,097 ! 

672 

Schedule 14- Other Income 


1 

1 

j IV Advc'ti*fmmi ami 



1 Commission, exchange and 



piiblu itv 

159 

304 

brokerage 

3 363 

j l.<N3 




li Net profit on sale of 



V Depimatiiin on bank ‘ 



investments 

/•ij 


^ propel ty 

1,811 

1,577 

Ill Net piofit on sale of land, 


1 

1 




buildings and other assets 

(108) 

1 

1 VI Oirectors' fees, allostan e' 



IV Net profit on exchange 


1 

1 and expfiises 

33 

23 

transactions 

9.009 

1 

1 



V Income earned by way 


1 

1 VII Auditors’ Ices, 



ol dividends etc from 
subsidiaries/corapanv j 

and/or loint ventures 



1 and cxi^en^ci 

1 

90 

75 

1 

abroad/iii India 

Nil 

Jit 

1 

Vfll i,8w charges 

188 

608 

VI Miscellaneous income 

Nit 

7(4) 

1 



TOTAL 

13,056 

22190 

1 IX Postage*, lelegran 




" ' - 

1 

1 telepnoDcs tc 

1 

1 1,852 

1,561 

Schedule IS—Interest 

Expended 


i 

1 X Repair, and iiiamltnunv. 

1 

1 2.027 

1,512 

I Interest on deposits 

112,453 

'6,1/3 

1 XI tasuiaiice 

[ 851 

560 

il Interest on Reserve Bank of 






India/inter-bank borrowings 

722 

431 




111 Others 

456 

244 

v(I Othci espeuditurr 

I 2,74> 

2,071 

TOTAL 

113,631 

56.998 

TOTAI 

70,323 

1 

15.006 


- — — I 

— 
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Scbrdulr 17—Notes on Arcounts 

I. Pnnapal Accounting Polici« 

1. Ueneial 

The accompanying financiai statements have been prepared on the historical cost basis and conform to tlw statutory pro¬ 
visions and practices prevailing in the country. 

2. Ttansactions involving Foreign Exchange 

I. Monetary assets and liabilities have been translHted at the exchange rates prevailing at the close of the year. Non¬ 
monetary assets have been carried in the books at the contracted rates- 
li. Income and expenditure items have been translated at the exchange rates ruling on the date of the transaction, 
ui. Outstanding forward contracts have been revalued at the forward exchange rates prevailing at the close of the year. 
1. Investments 

I. The investments in approved securities are classified into “Permanent" and “Current” investments. 

II. Permanent investments are valued at cost. 

III. Current investments are valued at lower of cost or market value. In the absence of market quotation, carrying cos: 
is adopted consistently. 

iv. The broken period interest cm purchase/sale ot securities is treated as capital outlay/receipt. 

4. Advances 

I. Provision is made in lespert of identified doubtful advances to the satisfaction of auditors, 
li. Fitrther provision is made for doubtfid advances 

a. in respect of advances with outstanding less than Rs. 25,000 at 2.5^ on an od Hoc basis; 
b in respect of other advances based on Management’s estimate of potential exposure; 
ill. Provisions in respect of doubtful advances have been deducted from advances to the extent necessary and ihe ocess 
has been incliHM under “Other Liabilities and Provisioiis". 

IV. In consortium advances, the accounts are classified as per the decision of the lead bank 

V. Advances are shown net of bills discounted with the Finaucial institutions 

vi Inteiest on non-petfonning advances are classified as per the norms presenbed by the Reserve Bank of India and 
is not accrued 

5. Rxed Assets 

i. Fixed assets are accounted for at their histoncai cost. 

ii. Depredation is provided for on the written down value method at the rates prescribed m Schedule XIV ol ihe Companies 
Act. 19S6 

6. Staff Benefits 

The liabibty for gratuity benefits to staff has been calculated as per the actuarial valuation and paid to the approved 
Gratuity Fiind of the Etenk. 

7. Net Profit 

The net profit disdosed in the Profit and Loss Account is afien 

i. Provisions for taxes on income in accordance with statutory requirements, 
ii Ptovirions for non-performing advances 

iii. Provision for Head Office administration expenses for ihe veai as advised by the Head Office; 

IV. Other usual or necessary provisions. 

II. Changes in Accounting Policies 

I. The entire investments m earlier years were valued at lower of cost or market price; 

During the year, the “Current" Investmenu continue to be valued at lower of cost oi market price and the “Penna- 
nent lavestments" have been valued at cost. Thus, there is a change in the method of valuatior. of “I^rmanent 
Investments” tiom “lower of cost or market puce" to "cost". 

No provision is considered necessary for the difference at the year end between the book value aud the market value 
of "Permanent Investments” of Rs. 4,<i93 (OOO’s^ since these investments are mtended to he held upto maturity. 

ii. The method of income recognition in respect of non-performing advances and provisioning thereof has undergone 
a change during this year due to norms presaibed by the Reserve Bank of InAa. 

iii. Faicign ciqreiK? forward contracts have been translated at the forward rates instead of spot rate as in the previous year. 

iv. The impact of these changes on opmtional results for the year is not material. 

IIL Revenue and Other Reserves 

1. Indude Head Office Reserves of Rs. 33,255 (000's) which represents tunds remitted by Head Offioe/retained from icpattiable 
profits to meet the cost of acquisition of residential premises, deposit/advance Uceoue fee of Bank premises at Bombay, 
etc. as per Reserve Bank of India’s gindehnes. 

2. Deletion from reserves of Rs. 506 (000’s) represents transfer from imestment allowance reserve and is induded in addition 
to General Reserve. 

IV. As of 3Ist March 1993. the bank’s risk weighted capital ratio was 9.93hb. 

V. Tire previous yeai’s figures have been regrouped/iearranged wherever necesraiy. 

SdA 

Bombay AHMED SALEH AL BANNA 

June 28. 1993 Chief Executive - India 
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BOMBAY BRANCH 


Audilora* Repmt on the Arcounta of the Bombay Branch of 
Abu Dhabi Commercial Bank Limited 

VA; have audited the attached Balance Sheet of the Bombay Bmnch of Abu Dhabi Commerdai Bank Limited 
(incorporated in the United Arab Emirates with limited Liability), as at 31st March 1993 and the ProBt 
and Lm Account of the Bomb^ BraiKh of the Bank for the year ended 31st March 1993 annexed thereta 

The Balance Sheet and Profit and Loss Account have been drawn up in accmdance with the provisions 
ofSection29of the Banking Regulation Act, I949,iead with the provisions of Section 211 of the Companies 
Act, 1956. 

We report that; 

1. we have oMained all the information and cxplanatioru which, to the best of our knowledge and beUef, 
were necessary for the purposes of the audit and have found them to be satisfactory; 

2. the transiK:tiotu which have come to our notice have been, in our opinion, within the powers of the 
Bmnbay Branch of the Bank; 

3. in our opinion, proper books of account as required by law have been kept by the Bombay Branch 
of the Bank so far as appears from our examiimtion of these books; 

4 . the Balance Sheet and Profli and Loss Account dealt with by this report are in agreement with the 
books of account; 

3. in our opinion, and to the best of our information and according to the explanations given to us, the 
Balance Sheet and Profit and Loss Account, read with notes thereon particularly. Note II regarding 
changes in accounting polkies give the information required by the Companies Act, 1936^ in the man¬ 
ner so required for Banking ComparJes and give a true and fair view of the state of affairs of the 
Indian Branch of the Bank as at 31st March 1993 and of its profit for the year ended on that date 

FOr DALAL DESAI A KUMANA 
Chartered Accountants 
Sd/- 

Bombrnr MAHESH ASRANl 

Date: June 28, 1993 P'wtww 
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iveness and Globalisation 
of Underdevelopment 


Kalyan K Sanyal 

Probing the theoretical content of the concept of competitiveness, the author argues that it has a very deceptive 
appearance and as a result is easily misunderstood. Hidden under its apparent simplicity there are many complex 
facets, failure to recognise and take account of which may result in the wrong kind of globalisation. Given the 
structural characteristics of a typical less developed economy, it is essential that the notion of competitiveness 
is grasped in its full complexity before an appropriate reform package is presented. Unfortunately, there are reasons 
to suspect that this awareness is particularly lacking in the current Indian context. 


He said ‘1 hunt for haddocks’ eyes 
i Among (he heather bright, 

And work them into waistcuat-buttons 
In the silent night. 

And these I do not sell tor gold 
Or coin of .silvery shine. 

But for a copper halfpenny 
And that will purcha.se nine 
—Lewis Carrol, The Whue KnighTs Song. 

IN justifying the structural reforms that 
are being introduced in the Indian eco¬ 
nomy, the advocates of these reforms have 
brought the question of competitiveness 
to the centre of the discu.ssion. Their 
argument runs as follows. The Indian 
economy needs to be integrated to the 
world economy. Globalisation requires 
that the Indian producers be competitive 
in the global market. It is only through 
these reforms that they can acquire the 
competitiveness and therefore the reforms 
are essential prerequisites for successful 
globalisation. The word competitiveness 
has become almost a refrain for the 
chorus; whatevet is being done is in the 
interest of competitiveness. 

In this essay, I shall address the ques¬ 
tion of competitiveness in the context of 
an underdeveloped economy and try to 
figure out its implications for the globali¬ 
sation strategy. What I want to make clear 
at the very outset is that it is not my pur¬ 
pose to offer a critique of globalisation 
as such. My purpose rather is to probe the 
theoretical content of the concept of com¬ 
petitiveness to point out that it has a very 
deceptive appearance and as a result is 
easily misunderstood. Hidden under its 
apparent simplicity there arc many com¬ 
plex facets, and failure to recognise and 
take into account these complexities may 
result in the wrong kind of globalisation. 
Given the structural characteristics of a 
typical less developed economy, it is essen¬ 
tial that the idea of competitiveness be 
grasped in its full complexity before the 
appropriate reform package is presented. 
Unfortunately, there are reasons for one 
to suspect that in the Indian context, this 
awareness is particularly absent. 


DntRMINANTS OF COMPETI11 VFNISS 

The notion of competitiveness is 
generally understood in terms of the price 
at which (he seller offers his product in 
the market. He is competitive if his price 
IS lower than the price charged by his com¬ 
petitors. To the extent that price depends 
on the cost of production, competitiveness 
in turn gets reduced to the ability to pro¬ 
duce the commodity at a lower cost. In 
ihe global context, therefore, a country’s 
competitiveness in certain lines of produc¬ 
tion means its ability to supply those pro¬ 
ducts at a price that no other country can 
undercut, i e, it can produce those pro¬ 
ducts at a lower relative cost. 

But looking at the question of competi¬ 
tiveness exclusively from the price and cost 
of production angle may be dangerously 
misleading, particularly so in the context 
of a less developed economy. Because (he 
possible factors that may contribute to a 
lower cost of production are varied and 
many, and not all of them reflect the 
strength of the economy. On the contrary, 
it is the weakness of the economy that 
often manifests itself in an apparent cost 
efficiency. In a less developed economy, 
the very elements that constitute its 
underdevelopment sometimes provide the 
economy a competitive edge by allowing 
it to produce certain commodities at a 
relatively lower cost. Put differently, while 
the strength of an economy docs get 
reflected in cost efficiency, the converse 
is not true And ifjhc analytical focus re¬ 
mains confined to mere cost compar-sons 
and price advantage in the domain of the 
market, the complex nature of the deter¬ 
minants of costs remain out of sight. This 
may have far-reaching implications for the 
process of economic development. But 
before I elabwate along this line, let me 
take a quick look at how the mainstream 
theory of international trade has dealt 
with this problem. 

Much of the traditional trade theory is 
devoted to seeking an answer to the ques¬ 
tion of what makes a country comoetitive 


in certain products in the global market, 
i e. what are the determinants of its cost 
efficiency? Ricardo’s explanation located 
the basis of competitiveness in techno¬ 
logical differences. According to the 
Ricardian nation of comparative advan¬ 
tage, competitiveness of a country is the 
reflection of its technology which permits 
It to produce a particular good at a lower 
relative cost. Different technology for 
Ricardo meant different climatic and en¬ 
vironmental conditions which made each 
country a relatively more suitable place for 
the production of certain goods. What is 
more important is (hat competitiveness in 
(he Ricardian theory is independent of 
whether the country has a technology that 
is superior/inferior in the absolute sense 
Thus, a country may have a technology 
that is inferior compared to its competitor 
in all lines of production, yet it will be 
competitive in those goods in which its 
technological disadvantage is relatively 
less. To put it more rigorously, the Ricar¬ 
dian theory claims that even if a country 
is backward in every activity, it will still 
find at least one activity in which it can 
compete efficiently in the international 
market. 

While technology does explain competi¬ 
tiveness in case of what the trade theorists 
call the ‘Ricardo goods’, it fails to provide 
an explanation of competitiveness in case 
of those goods for which the trading 
countries share the same technology, i e, 
goods that are not location specific A dif¬ 
ferent line of enquiry within the main¬ 
stream theory has looked for a determi¬ 
nant of competitiveness in something 
other than technology. Known as the 
Heckscher-Ohlin approach, it identifies 
the relative availability of factors of pro 
duction as having an influence on the 
relative cost of production. According to 
this approach, a country that has a large 
supply of one factor relative to its supply 
of other factors is said to be abundant in 
that factor, and the relative cost of pro¬ 
duction of the good which uses the abun¬ 
dant factor more intensively, other things 
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being the same, will be lower in Omt coun- 
iry, despite the fact that technology is 
identical across countries. The Heckscher- 
OhSin enplanalion ol competitiveness thus 
locales the determinants of cost efficiency 
in the structuie of endowments. 

These two explanations of competiti¬ 
veness, however, do not exhaust the set of 
possible cases. It is a fact that a large part 
of the world trade flows occur among 
countries that are more or less similar in 
terms of both technology and the com¬ 
position of endowment.s. The Ricardian 
and the Heckscher-Ohlin explanations are 
both inadequate for providing an answer 
to the question of what determines com¬ 
petitiveness in these cases. Recent develop¬ 
ments in trade theory have looked for the 
answer in a number of factors such as the 
increasing returns to scale and product 
cycles. 

As my chief concern here is the ques¬ 
tion of competitiveness in the context of 
less developed economies which arc very 
different from their developed counter¬ 
parts in terms of both technology and en¬ 
dowment structure, I shall confine the 
focus of the discussion to the first two 
determinants. What should be noted is 
that in both the Ricardian and (he 
Heckscher-Ohlin theory, competitiveness 
is rooted in a set of initial conditions. It 
is seen as arising out of (he state of 
technology or factor composition which 
are conditions a country starts with. 
Globalisation allows the country to 
specialise according to competitiveness 
and alter the division of labour but the 
alteration must take place isithin the same 
initial conditions. But once situated within 
the context of development, a tension 
arises between these theories of competi¬ 
tiveness and the content of the develop¬ 
ment process. In an underdeveloped 
economy, since it is these initial conditions 
that constitute its underdevelopment, 
competitiveness may be grounded in 
underdevelopment itself. On the other 
hand, economic development is radical 
transformation of these initial conditions. 
The process of development is meant to 
systematically undermine these conditions 
to create a new set of conditions within 
which self-sustained growth can occur. 
Thus, competitiveness grounded in under¬ 
development gets eroded away as the 
economy develops, in other words, 
economic development erodes the basis of 
the competitiveness that an economy may 
enjoy simply because it is not developed. 
The implication of this is that if an 
underdeveloped economy globalises on 
the basis of such competitiveness, then the 
change in the division of labour that it en- 
taib has the tendency to be antithetical to 
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otce underdevelopment itself. ihesc inhuman VaVxiur processes does not 


CoMPVUTVVtNESS A.NO 
U NUliRDliVUOPMENl 

What is the nature of the competi¬ 
tiveness that arises out of backwardness^ 
in exploring this question, I shall con.sidcr 
two broad classes in which the possible 
cases are likely to fall. First, consider the 
factor cost explanation presented by the 
Heckscher-Ohlin theory. The central 
feature of underdevelopment is the exis¬ 
tence of a va.st pool of surplus labour 
living in abject poverty. The wage rate at 
which these people offer their labour 
power is so low that it can make an entire 
range of actiyiiies competitive in terms of 
(he relative cost of production, despite the 
fact that the technology used in these ac¬ 
tivities is much inferior compared to other 
countries. Not only can these activities 
stand (he test of the market, they can even 
compete out similar activities in the 
developed countries, .^nd if competitive¬ 
ness IS seen only from the prioc-cost angle, 
it will totally keep out of sight the fact that 
this cost efficiency, instead of reflecting 
the strength of the economy which 
development is supposed to generate, 
reflects its weakness that is associated with 
underdevelopment. It tests on poverty 
which is an antithesis of development. 

What is not recognised in the popular 
understanding of competitiveness is that 
there may be an element of what is called 
‘distress sale’ in the determinants of cost 
of production. What is more important 
is that it is not a mcie special ca.se that 
can be readily assumed away. In the ca.se 
of a less developed economy, this element 
systematically permeates into the structure 
of costs and there is hardly any mecha¬ 
nism built into the maikei which can dii- 
fereniiatc persistent distress sale from cost 
efficiency resulting from better technology 
and higher productivity. The market has 
a strong tendenc 7 to lump these funda¬ 
mentally different cases together and treat 
them at par in its ranking. The important 
information that gets lost in the process 
is that while two activities producing a 
commodity may be equally cost efficient, 
they iiiay have totally different content 
when judged in relation to f he problematic 
of development. 

Ihke, for instance, (he carpet manufac¬ 
turing sector of India or the garment 
sector of Bangladesh where imported cut 
cloth is sewn. Both these sectors are 
mtorious for their use of child labour. 
Their competitiveness results largely from 
an infinitely elastic supfdy of child 


wquire coercion as iv Aid in vVie case ot 
s\a' iiy. Bwi whai is a belter instiumeni 
of coercion than poverty? Ironically, the 
staves, as it is well known today, thanks 
to the historians, were fed well by their 
masters licrau.se they were the latter’s pro- 
petty. in today’s market for child labour, 
the employer docs not have to bother 
about the health and nutrition of (he 
children he employs, for there is a huge 
pool of such children watting outside the 
factory gate. The information (hat one 
gets about these laboui processes makes 
one wonder about the relevance of the 
concept of efficiency wage in the context 
of these activities; the downward flexibili¬ 
ty of subsistence consumption is simply 
amazing. Producers of many .sophi.sticaied 
goodsthe cleveloiK'd countries have the 
final processing oi these good.s done in the 
lcs,s developed legions of the woild. The 
basis of such vertical specialisation are 
cost calculations that explicitly take into 
account (he existence ot cheap unskilled 
labour in ihesc regions. Liven the standard 
textbooks on neoclassical trade theory 
clearly recognises that these cases do not 
tefiect any genuine compeiil ive advantage; 
they are a mere reflection of the concen¬ 
tration of poverty in certain pails of the 
globe. 

The elemen t ol distress sale can inllu- 
ence the cost structure m a rather com¬ 
plex way. Fioduction ol a commodity re¬ 
quires many inputs which the producer 
has lo purchase in the market. The pro¬ 
ducer may not be engaged in distress sale 
in the market in which he sells his product, 
yet distiess sale may (Kcur m any of the 
markets in which he purchases ihesc in¬ 
puts. It may occur in ihe labour market 
in which case the advantage accrues 
directly to the employer m llie form of low 
wages, or it may occur in the market for 
other non labour, material inputs where 
the sellers of Ihesc inputs may have to .sell 
at a very low price. Again, the production 
of Ihesc inputs requires in turn another 
set of inputs including labour. Thus, the 
seller who sells an input to (he producer 
of Ihe final product may not be in a very 
weak bargaining position vis-rr-vu the lat¬ 
ter, but distress sale may still occur in any 
of Ihe markets in which he purchases the 
inputs he needs, A.s one probes through 
these layers of production and exchange, 
one may find that the site at which (he 
distress sale occurs is lai removed from 
Ihe production of the commodity whose 
competitiveness is being measured. Yet (he 
cost advantage arising out of distress sate 
can transmit itself through all these layers 


1993 


1327 



along tn« vertical spectruin oi ptoauction 
to ultimately influente the cott structure 
at the final end of the spectrum 

Apart fiom distress sale, there is 
another type of competitiveness generated 
by backwardness it is linked with the 
relationship between leihnolugy and the 
enviionmcnt whiih i a widely discussed 
topic these days Pioductinn of certain 
commoditic requires technology that 
causes depreciation of the environment at 
a very high rate which not only atfccts the 
quality ul htc adversely but in the long 
run, undermines Ihe conditions of social 
production iisrif As long as the producers 
are not made to pay for Ihe damage, the 
cnviionmenial cost does not figure in the 
cost of production calculated by them 
But strong pieference for an unpolluted 
environment leads to the recognition ol 
these externalities as eost borne by the 
society and in lutn forces the producers 
to include them in then private cost 
<ai< Illations 

Now consider two countries, one ad 
vaneed(A) and the other backward(B) 
Suppose B operates with a teehnoli^y that 
IS uniformly infeiior in all lines of pro 
duetion eompared to the technology A 
has access to f urthermorc, assume that 
the degree of B’s technological inleiionty 
IS the same in all activities I hat is to say 
that the cost of production (measured in 
terms oi real resources) in B is x pei tent 
higher than what it is m A for each and 
every goexf In this case, the relative tost 
of production is the same in the two coun 
tries despite their technological differences 
and none enjoys any comparative advan 
tage 1 here is thus no basis for any trade 
to take place Trade howeser would have 
taken place it the degiee of infeiioiity 
were diflerent lor diffetrnt products in B, 
then B would have had comparative ad 
vantage, i e, a competitive edge, in those 
goods in which it was relatively less in 
fcrior Now if A has a sirongei concern 
for the enviionnieni than B, then this 
asymmetry <s likely to produce a (ompa 
rative advantage foi B in those lines of 
production in which the environmental 
cost IS high, despite us general inferiority 
m teims ol tahnulogy To turn Ihe coin 
over, A would in this case enjoy a com 
parative advantage in those lines ot pro 
duction in which such costs are low And 
this pattern of competitiveness will stand 
the test ot the market If the task oi 
deciding who prexiuccs whai is It ft entiirly 
lo the judgment ol the market then B will 
devolc more ol Us resources to the prt>- 
ductioi) and export of those goods which 
irflici severe damage on Us environment 
while A can safely engage in the produc 
tion and export of ‘environment friendly 


goods SUCH specialisation involves lugii 
long run cost for B which may be unper* 
ccived now but may seriously thwart the 
development process in future There is 
hardly any mechanism in the market that 
can differentiate such perverse compe 
tiiiveness from genuine cost efficiency On 
the contrary the market has a strong 
tendency to support a very unequal distn 
button of the environmental costs Its 
ranking, based exclusively on the private 
cost ol production, would militate in 
favour of locating the production of ‘dir 
ly goods* in the backward regions of the 
world and the ‘clean goods’ in the advanc 
ed regions 

indeed, it is possible lo discover in the 
much discussed Dunkel Draft certain in 
duations of the emerging international 
division of labour If developed countries 
are to specialise in clean activities such as 
R ana D, banking and insurance, leaving 
the unclean industrial activities to the 
NICs, then protection of patent lights and 
removal of batriers to trade in services are 
Us essential pre condition Hence ihe 
Drali’s thrust lor Ihe establishment of the 
intellectual property rights and free inter 
national mobility of services 

( olonial history has on record the enor 
mous environmental costs that today’s 
developed countries inflicted over cen 
tunes on their former colonies 1 he pro 
blems such as barrenness of land, soil 
erosion and recurnng drought that haunts 
these regions today can to a large extent 
be traced back to the unrestrained and 
ruthless depredation of the natural lesour 
ces by the colonisers for commercial in 
leresi But while pointing an accusing 
linger lo the past rulers of Ihe colonics, 
one should not lose sight of a more im 
poiiani fact even in Ihe presence of in 
dependent nation states, location of pio 
duction activities determined by the 'ob 
lective and impartial’ forces of the market 
may entail the same type of economic 
ordei which will pulluie one part ot the 
global space lo keep the other part clean 
The law oi supply and demand can indeed 
achieve what in the past was made possi 
ble by brute cueition 

Ol GMNS and 1 tISSLS 

It will however be totally wrong to lake 
these arguments to mean that the claim 
that 'rade according to market based com 
petitiveness leads to mutual gams is false 
There is nothing contradictory between 
static gams from trade and loss in terms 
of developmeni potential i-ven when 
specialisation is based on competuivei ess 
that IS symptomatic of backwardness, 
rearrangement of production within the 


same imtiat conattions ooes leao to an 
enlaigement of the set of alternative 
consumption bundles that ihc country can 
have access to Thus, when production of 
the ‘dirty goods’ expands, B gams in terms 
of real income, but what is important is 
that this gam may be at the cost of long 
term development If India and Bangla 
desh exports more carpets and garments, 
that will certainly generate more income; 
but this increase in income will be 
associated with an expansion of child 
labour and low wage low productivity 
employment which precisely arc features 
of backwardness that the development 
process IS supposed to transform In fact, 
such specialisation often produces inte 
resting paradoxes For example, if the 
hearts of the western consumers suddenly 
start bleeding for ihc children of a lesser 
god working in the factories of the third 
world It may jeopardise the export of 
such commodities Recently campaigns m 
the west against products that use child 
labour and ihe attempt to loice the 
employers lo ensure the health and nutn 
tion of the children have raised the fear 
that many such export indusliies will 
cease to be ‘competitive’ 

At this point I want to distance the line 
of argument t have pursued so far from 
the conventional radical anidysis of north 
south trade. The structuralist/neo Marxist 
critique of free trade tests on two mam 
arguments One of these, associated with 
Prebisch, asserts that the relative price bet 
ween pnmary and manufactured piodutts 
has a tendency to move against the former 
in the long run ' As south’s export con 
sisis mainly of primaiy products, while 
the north exports manutactured products, 
this tendency means a scculai detcriura 
non of the terms of trade for the south, 
leading to a loss of real income. Hence the 
necessity for import substitution Ihe 
other argument, first presented by £m 
manuel, claims that trade between north 
and south involves an unequal exchangi 
in favour of ihe former even when the 
movements ol the terms of trade ovi r time 
are ignored ’ In the presence ol interna 
tional mobility of capital, the pattern of 
trade between the low wage south and the 
high wage north results in a divergence 
between prices and labour values, price of 
south’s (north’s) exports underestimates 
(overestimaiest the embodied labour 
value, leading to a transfer of value from 
the south lO the north 

C onclusive empirical evidence in sup 
port ol the Prebisch hypothesis is difficult 
to find, besides, the pattern of trade bet 
ween the north and south today hardly 
conforms to what Prebisch had m mind 
manufactured goods do figure prominently 
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countries todq^. It is also well esublislied 
now Inal Emmanuel’s theoielical con* 
struclio .1 suffers from serious inlernal in¬ 
consistency.^ But apart from these 
criticisms, there is a more fundamental 
problem with these approaches. They 
locate the essence of the north-south trade 
exclusively in the domain of exchange; as 
a result, for both Emmanuel and Ptebisch. 
trade means a one-way transfer of real 
income which they countetpose with the 
standard neoclassical gains from trade 
argument. But this emphasis on the terms 
of trade has completely left out of focus 
a far more important aspect of the north- 
south trade: the po.ssibility that the market 
dictated patterns of specialisation and 
consequent international division of 
labour, while generating static gains, may 
ultimately result in extremely uneven 
development. There is no need to inter¬ 
pret the propositions that trade between 
unequal partners further aggravates in¬ 
equality in terms of a transfer of real in¬ 
come; such an interpretation is theoreti¬ 
cally unsustainable The same proposition 
can be interpreted in a far more mean¬ 
ingful way if the focus is shifted on the 
possibility that trade arising from com¬ 
petitiveness based on the initial condition 
may reinforce backwardness. 

The problem I have addressed here is 
not totally alien to mainstream economics. 
Within the conventional trade theory, 
there is a large literature that deals with 
the problem of distortion. If there are 
distortions in the economy, prices do not 
reflect the true social costs. In textbook 
language, the price line then is not tangent 
to the production possibility frontier. As 
a result, prices provide wrong signals and 
international specialisation on the basis 
of these prices may lead to misallocation 
of resources, resulting in a loss of real in¬ 
come Direct government intervention is 
then required to restore optimality. 

Now consider a country that has com¬ 
parative advantage in one good. Suppose 
that there is a wage differential and the 
sector with comparative advantage has to 
pay a relatively higher wage rate compared 
to other sectors. If the wage differential 
is sufriciently pronounced, then it may 
outweigh the comparative advantage and 
the cost of production of that good may 
turn out to be higher than what it is in 
the other country. Trade according to 
market-based calculations then will lead 
to the wrong kind of specialisation. 

It is possible to interpret the cases I have 
discussed as cases of distbrtions. calling 
for appropriate intervention. But the pro¬ 
blem is that the analysis of distortion in 
the mainstream literature has been done 


mainly m a static context, once it is plac¬ 
ed in the context of development, the true 
social cost of an activity has to be calcu¬ 
lated after taking into account its relation 
to the development process. In other 
words, the social cost of an activity must 
reflect its evaluation with respect to the 
developmental goals before the society. 

LONO Tt-RM CoMPtrmVFNbSS 

Long-term competitiveness depends on 
productivity and nothing else. Contrary 
to popular perception, it is independent 
of such macro-economic variables as the 
exchange rates, budget deficits or interest 
rates. Germariy and Switzerland have en¬ 
joyed steadily growing competitiveness, 
and hence rising standard of living, in the 
face of appreciating currencies. Japan, 
Italy and South Korea have all had large 
budget deficits, Italy and Korea have had 
high interest rates as well, yet their com¬ 
petitiveness has not suffered. In fact, one 
can move a step ahead and claim that 
competitiveness is not reflected in the 
share of exports either. There are examples 
of countries which have enjoyed rising 
standard of living as a result of com¬ 
petitiveness while their share of exports 
in the national income have remained un¬ 
changed or even declined. If the export 
basket consists of both dynamic high- 
productivity industries and backward low 
productivity industries, restructuring ex¬ 
port in favour of the former may lead to 
higher standard of living even if it means 
a fall in the share of exports as a whole. 
Conversely, the export basket may change 
in favour of the static, low productivity 
sectors along with a rise in the overall 
share of exports. In such cases, the pro¬ 
spects of acquiring long-term competi¬ 
tiveness and a higher standard of living 
is adversely affected despite an apparent¬ 
ly impressive performance on the export 
front. The point is that it is not export as 
such but truly competitive export that 
matters. Thus, a less developed country 
may enjoy an increase in export but the 
increase may be at the cost of its more 
dynamic sectors. 

It is important to understand the rela¬ 
tionship between the exchange rate and 
competitiveness in this context. Deprecia¬ 
tion pf currency does provide a com¬ 
petitive edge to the exporters but it is only 
a very short-term gain. Since it is not 
backed by an increase in productivity, it 
cannot be sustained over time Besides, the 
gain is es.sentially of a zero sum nature; 
it is obtained at the expense of other coun¬ 
tries selling the same product in the in¬ 
ternational market. If they in turn depie- 
ciatc their currencies, the edge eventually 
vanishes. But on the other hand, since it 


providof acroas-the-boaRl incentive to M 
exporters, depreciation has a strong 
tendency to encourage the low productivi¬ 
ty sectors based on perverse competi¬ 
tiveness. WhQe there mtsy be many good 
iea.sons behind a country's decision to let 
the currency depreciate, long-term com¬ 
petitiveness is certainly not one of them. 

Import substitution is criticised on the 
ground that protection of import com¬ 
peting sectors inevitably leads to protec¬ 
tion of inefficient industries which ate 
unable to stand up to foreign competition, 
resulting in wastage of the economy’s 
scarce resources There is no criterion, the 
argument goes, on the basis of which the 
state can distinguish between industries 
that deserve assistance (in the sen.se that 
they can make use of the assistance and 
become competitive) irom those which do 
not. I'hc state certainly can make mis¬ 
takes, more often than not it does, but 
what needs to be stressed at the same time, 
especially in the context of the less 
developed economy, is that the possibili¬ 
ty of such wrong selection is not ruled out 
when things arc left entirely to the )udg- 
ment of the market. Slate control may not 
be inimical to the perpetuation of low pro¬ 
ductivity activities, but then nor is market. 

If it is productivity that determines 
long-term competitiveness, it is innovation 
and technical progress that determine pro¬ 
ductivity. What then are the factors that 
combine to generate a dynamic process of 
innovation and technical progress that 
produces the competitiveness of a nation 
in certain areas of production? This is the 
theme of a recent book by Michael Porter 
of the Harvard Business School.* Porter 
is no radical; an economic advisor to the 
Reagan administration and a number of 
well known multinationals, he i.s an eco¬ 
nomist of conservative persuasion. Yet, on 
the ba.sis of an enormous amount of em¬ 
pirical work, he ha.s warned against the 
wrong kind of globalisation that the less 
developed countries may get into if they 
put all their faith in the market-based 
ranking of the indu.stries. The most im¬ 
portant finding that Porter reports is that 
whenever genuine competitiveness has 
been achieved by a country, it has been 
achieved by overcoming the initial condi¬ 
tions in which the country found itself in 
the beginning. South Korea started its 
journey in the 1950s as a capital poor 
country, yet in less than .JO years, it has 
emerged as an efiicieni producer of such 
capitai-inicnsive goods as steel and auto¬ 
mobiles. The case of the cut-(lower in¬ 
dustry in Holland is also an interesting ex¬ 
ample. A cold and grey country, Holland 
does not seem to be a particularly suitable 
place for growing flowers. However, pro- 
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climate, Holland has developed over a 
century extremely sophisticated glass 
house growing techniques that have 
created a sustainable competitive advan¬ 
tage in that industry. 

In the process of acquiring long-term 
competitiveness, according to Porter, a na¬ 
tion passes through a number of stages. 
The initial stage is characterised by fac¬ 
tor cost-based competitiveness that arises 
out of the basic factors that a nation finds 
itself endowed with. Extremely fragile in 
nature, such competitiveness, he argues, 
makes the nation dependent on low pro¬ 
ductivity activities and thereby delimits 
the standard of living. The second stage 
is associated with investment-based com¬ 
petitiveness in which human and nun- 
human capital leads to competitiveness in 
areas that were unattainable in the first 
stage. Being backed by higher productivity 
resulting from investment, competitive¬ 
ness in this stage can support a rising stan¬ 
dard of living. To sustain and further im 
prove it, a country has to move to a third 
stage in which competitiveness arises out 
of the ability to innovate and introduce 
new products and product designs. (South 
Korea, according to ftjrter, has exhausted 
the possibilities of the second stage and 
is about to enter the third.) In short, 
sustainable advantage demands that its 
sources be upgraded and expanded by 
moving up the hierarchy of stages, i c, 
moving from less to more sustainable 
types of sources. Among the factors that 
contribute to this movement. Porter 
isolates investment in infrastructure and 
education, domestic rivalry among firms, 
a large home market and a national com¬ 
mitment to success. 

Porter’s analysis militates in favour of 
approaching the question of globalisation 
of a less developed country with much 
caution. He does not deal with such 
sources of competitiveness as child labour 
or absence of environmental concern, but 
all these factors are likely to work as deter¬ 
minants of competitiveness of a less 
developed country in what he calls the 
first stage Globalisation on the basis of 
the existing structure of competitiveness 
endorsed by the market, unless accom¬ 
panied ^ an ongoing process of invest¬ 
ment-driven restructuring of the economy, 
will then have a strong tendency to 
perpetuate a structure of fragile, fleeting 
competitiveness. In fact, the international 
division of labour that globalisation will 
entail may actually thwart any dynamic 
process leading the economy to the second 
stage For globalisation may favour tho.se 
industries which are essentially static and 
primitive, pushing the relatively more 
dynamic industries to the background 
because they'may be at this point unable 
to stand the test of the market. And this 
will be the globalisation of underdevelop 
ment—the integration of underdevelop¬ 
ment itself to the global economic order. 


- GOWIJUDffilG REMARKS 

Behind the cost of production of every 
commodity, there is a story. It may be a 
story of innovation, technical progress 
and modern labour process, or it may be 
one of sweated labour, primitive labour 
process and pollution. By putting a price 
sticker on all commodities, the market 
suppresses these stories, and thus hides 
more than it reveals. It is like one of those 
dai k nights in which all horses appear grey. 

No coimny today can live behind closed 
doors as China did till the middle of the 
70s or Albania till yesterday. Third world 
utunines therefore must globali.se. But while 
attuning the txonomy to the needs of the 
global market, it should be kept in mind 
that globalisation does not generate the pro¬ 
cess of development, it is the latter that 
leads to, and in turn is reinforced by, suc- 


DISCUSSION 


ANDRE BOTEILLE’s review of Amar- 
tya Sen’s Inequality Reexamined {EPW, 
April 17) betrays ideological prejudices 
against the very ideal of equality in the 
name of scrupulous academic rigour. In 
a country like India where democratic 
values have not yet struck deep roots— 
indeed have been systematically subver¬ 
ted — such views among the higher acade¬ 
mic echelons have disturbing implications. 
Indeed, while Beteille promotes the notion 
that liberty is not incompatible with 
equality, he has failed to read in contem¬ 
porary events the clear lesson that here in 
India today the pursuit of equality is a 
condition of liberty. The line of thinking 
advanced by Beteille, if left unchallenged, 
may have an impact on the formulation 
oi vital social policy, and put a brake on 
the growth of democracy in the country. 

It IS interesting that Beteille divides 
discussions on equality into two general 
trends—the prescriptive and the descrip¬ 
tive. The prescriptive school deals with 
what ought to be, and the descriptive 
school with what actually prevails in the 
world. While Beteille cavils at Sen’s 
discu.s.sion for not telling us “what we can 
do to bring the preferred social arrange¬ 
ment into being”, he himself makes the 
mistake of treating equality as an abstrac¬ 
tion and not as a programme of social ac¬ 
tion conditioned by history and develop¬ 
ing through ceaseless struggle. 

I have not read Sen’s book and am 
therefore in no position to question if Sen 
also handles a reified abstraction detached 
from history. Even so, he at least seems 
to conceive of it as a grand ideal motiva¬ 
ting programmes of social rHorm through- 


c«$srul ^obavsatiM. unless me (Kocess of 
devetopniem—which is basically a highly 
localised f^css—is successfully triggered 
off, giobalisai ion may lead to the ossifica¬ 
tion of the structure of underdevelopment, 
instead of causing its dissolution. 
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out history. If this ideal is abandoned as 
utopian, the very idea of affirmative ac¬ 
tion by the state will have to be dismissed 
as pointless. In view of the fact that even 
the Constitution of India lakes a few 
preliminary steps in that direction, 
Beteille's perspective must be characteri.scd 
as profoundly reactionary. 

As a libertarian he applauds Sen for 
affirming that liberty is not opposed to 
equality, as even libertarians are supposed 
to desire equal liberty for all. This state¬ 
ment may be formally correct enough, but 
in substance it has rather different im¬ 
plications. This ‘equal liberty’ is delimited 
in practice by the relative share of the par¬ 
ties in wealth and power. A poor labourer 
cannot expect to gel justice from the court 
because he cannot afford the expenses of 
legal action in capitalist .society. Thus 
equal liberty is invoked to camouflage the 
actual fart of unequal claims to justice. 
If one turns Beteille’s proposition upside 
down, one has the much less debatable 
notion that equal resources make for 
equal scope for liberty. 

Of course, right from the origin of 
modern democracy approximations to the 
ideal of equality have only been gradual 
and conditional. It is instructive to recall 
that even the inalienable right to vote (one 
man, one vote, etc) had initially been 
restricted to property-owners. The levellers 
had denied u to ‘servants’, i c, wage- 
earners. Eiquality therefore has depended 
on the stage of social growth. At the pre¬ 
sent moment in India it need not prescribe 
a utopian equality between university pro¬ 
fessors and teachers of primary schools 
(though of course ministers and drug 
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mafia have m uch more in common today 
than 30 yean ago), but only equal availa 
biliiy of drinking-water, medicine, educa 
iional opportunities and certain elements 
of social justice 

But Beteille draws from Sen’s discussion 
of “ihc pervasive diversities that affect the 
relations between the different spaces” the 
further conclusion that we cannot have 
equality in every space, and very little is 
to be gained b> repeating such catch 
phrases as ‘all men are created equal’ 
Hidden in this politic and polite boss 
towards diversity there may well be a 
special pleading for the \iafu\ quo No 
one in his senses would advocate equality 
of status for parents and children, doc 
tors and patients, teachers and students 
But It IS also a fact that in recent decades 
there has been a gieai eiosion ul patriar 
chal mores in these relations and dialogue 
IS more and more replacing command in 
those spheres of human interactioii 3 he 
folly of equating diversity with inequality 
IS revealed when gender difference is used 
to support unequal status bqiialitv after 
all IS a juridical concept, while diversity 
IS factual I he great mistake lies in 
twisting the factual to yield a juridical 
statement Lxjuality in India at this mo 
ment prescribes equality of opportunity 
and treatment status and right, regardless 
of diversity in gender, caste, religion and 
race Furthcr, individual diversities are tr 
relevant ir this discourse of equality which 
docs not threaten such diveisities 

Beteille’s reactionary bias is exposed 
wheii he argues that any social arrange 
ment which is conceived as ditfereni from 
a mere aggregation of individuals may 
lead to inescapable inequalities As he 
says, “we may equalise a great many 
things among the individual members of 
a scKiety but still be left with an airange 
ment having unequal positions" Ihc 
fallacies in this argument are 

(1) There can be no conceivable social ar 
rangemrmt wit hout constitutive inequality 

(2) Such constitutive inequalities sanction 
the practical inequalities imposed on 
members of given scKicties by the econo¬ 
mic, soaal, political and ideological struc 
tuies oi such societies 

Primitive social formations permit a 
greater degree of equality in spite of the 
nse of different permanent social func 
lions And those who criticise inequalities 
in present society look forward to a futuic 
where institutions will woik for a decisive 
reduction of such inequalities 

Bui then it is said thai inequality in 
‘social arrangements’ is an ‘unalterable 
fact ol^life’ Such an assumption will 
dennilely reduce the urgency and momen¬ 
tum of social reform aiming at improve 
ment in the lot of the dalits, women, and 
Muslims in this countiy It also flies in the 


face of histone al experience. As Ambedkar 
has pointed out, the most authoritative 
brahminital statements like ihc Oiia and 
the Manusmui ahsolutely dens to the 
Shudra the right of worship hal he mas 
ai best hu[)c fur is worship on his behalf 
by a mcmbei of the priestly caste Ih< 
medieval Bhakii movement, on the oihii 
hand, especiallv in ils radical sei'ions 
categorically confers t'n the Shiidia this 
right to addiiss god diicc ilv II break 
Ihioughs in such momenious spheres aic 
possible. It IS loo faint hearted lo assinu 
that inequaliiKs fo icrcd by Ic' iiyid 
systems and ideologies cannot be ciadi 
ca'ed 

In this connection Beteille draws our at 
tcniion to tlic ojx'iaiion o( ‘clatise social 
csteeiii/esaluaiion on differ cut callings as 
'.ell as on dif (cicnt member s of the saint 
profession Such dillerences do not have 
juridical authcriiy and lead ai most lo 
gradations of deference, jirejudKc and 
prestige 1 hev have something ivi >lo with 
degrees ol skill and personal achievement, 
which do noi amount to discrimination 
or oppression and sometimes these if't 
on something a' ephemeral as snobbery 
(C onsider llu piejndict against vcicrinary 
surgeons dtiisivtiy called vets until 
recently'! 

Beteille s authuiitaiian bias naturally 
picks out the university as an institution 
that enshrines the norm of inequality The 
ranks among tcachcts do not. acco.ding 
to him, represtiH discrimiiiatioii, rcpies 
Sion Ol injiisl’vt., hut hierarchies of ex 
cellenct and ment But if one takes a 
clo't r look OIK IS not so tci lam I or one 
thing. It may be diffuiili to evaluate and 
grade differen' factors like oiiginahly, 
sound scholarship, (ommunicativc skill. 


THIS relers to u rtain concepts, categories 
and statements in Arun (jhosh’s ‘Random 
Reflections based on C f Kurien’s fhe 
Bconom\ An introfpec five Analym 
{tPW, January 2 9), irrespective of the 
fact whether ihe concepts, etc, are Ohosh’s 
own or they are aiiiibuted to Kunen 
The concepts, etc, in question are 
sometimes explicitly and sometimes tmpli 
ciily claimed to be ‘simplified* or ‘lucid* 
reslatcmcnis of basic ideas of Marx’s 
political economy According to the pre 
sent wriicr. however, simplified, some 
times indeed ovcr-simplified, these 
suiements mark clear departures from the 
essential Marxist positions and are mis 
leading for a proper understanding ot the 
capitabst economy and, therefore; also for 
the struggle for the abolition of the 


dynamism, initiative, experience and 
prudcnc'e Afd does the professor neves 
sai'Is have a quicker mind greater insight, 
wider erudition th.'n tin lowly Icvluiei * 
I yen il we cross these hurdles, how 
iusiifie«l arc we in aiccptiiig lor jiiolessors 
more iliaii advisory auihoiitv m major 
acadeniK deiisionv’ Is not ihc university 
pi”” Hill a CO of'efutivc comiiuiniiy 
d voted to pursuit ol siholaiship and 
rcseaich' II lhal is so academic exccllenc'c 
may ht stcii less as a pnvaie pioperty than 
as an mi ukntal and suciallv useful pro 
duel of suili loopeiaiiun lhal it has 
dcgcncraicd iiiio a mechanical hieiaichical 
instiiudoii III the scivue ol the state and 
lapiialism in i cccni times is no secret I he 
inequalities ii enshrines these days are not 
always identic li with degIC^^ of cxccllencv 
or achievement In fact excellence ts more 
often travestied than cmbodieif in them 
I hese examples then iiosc the question 
of the effo t to (.liininate inequality and 
promoll equality Beteille laises the ques 
lion of iht use ol power to realise 
cgdhta'ian value' But “Ihe libcrtaiian 
feats that the jkiwci ih<u is u'ed in the 
cause of ecjuality contains within il>eif the 
seeds of new unknown, and perhaps more 
siinstei forms ol inequality” lo be sure 
that hapfiened in the now de'iini t Soviet 
I Inton But should that be invoked as a 
bogey to stall statt action or militant 
movement to realise ever greater degrees 
ol equality ' After all, there is no logical 
connection betweer use of power and 
growth ul sinister power c files In any ca.se, 
now lhal w< are warncfl we may also con 
template action to nnnimise Ihe dangets 
But It will nol do to luir out etjualily as 
a viable ideal and cominomise with a 
dciiioiistrablv loiien actuality 


capitalist order \khai follows is a selec¬ 
tive disc ussion ol sc me of t hese points of 
depart uie 

f irsi, while Marx concedes that all sorts 
ot generalisation art logically (rationally 
in Marx's word) permissible, such exercises 
may sometimes blur the essential charac¬ 
ter of a historically specific phenomenon 
One such instance, is the definition of 
economics cited by i >hosh fiom Kuricn 
There cannot be a useful dcriniiinn cover¬ 
ing Ihe ‘piovisioii of material needs’ in all 
stages of soual esoluiion Marx says 
“When w€ speak of production, wr always 
have III mind production at a definite 
stage of soaal development it might 
therefore seem that, in order to speak of 
procJuction at all, we must either trace the 
historical process of development in its 
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vSrto or(^lare at the very 

beginning that we are dealing with one 
particular historical epoch, for instance 
with modern bourgeois produciion...The 
determinations which apply to production 
in general must rather be set apart in order 
not to allow the unity which stems from 
the very fact that the subject, mankind, 
and the object, nature, are the same—to 
obscunp the essential difference. ...On 
failure to perceive this difference rests, for 
instance, the wisdom of modern econo¬ 
mists who are trying to prove the eternity 
and harmony of the existing social 
relations.”' 

The essentiality of this historical 
specificity may be clearer from the follow¬ 
ing. Under the capitalist production, “for 
the first time, nature becomes purely an 
object for men, nothing more than a mat¬ 
ter of utility. It ceases to be acknowledged 
as a power for itself, and even the theore¬ 
tical cognition of its autonomous laws ap¬ 
pears merely as a stratagem for its sub¬ 
jection to human needs, whether as ob¬ 
ject of consumption or as means of pro¬ 
duction. It is this same tendency which 
makes capital drive beyond national boun¬ 
daries and prejudices, and equally beyond 
nature worship...Capilal is destructive 
towards, and constantly revolutionises, all 
this, tearing down all barriers which im¬ 
pede the development of the produalve for¬ 
ces, the extension of the range of needs, the 
differentiation of production, and the ex¬ 
ploitation and exchange of all natural and 
spiritual powers.”- This dimension, most 
essential for understanding the role of 
capital, especially today, is, and has to be. 
conspicuous by its absence in the gene¬ 
ralised definition of economics cited by 
Ghosh. 

.Secondly, Ghosh’s account of Kurien’s 
historical classification of Ihc social orders 
is marked by a deliberate and studious 
omission of the feudal pha.sc. There may 
be, and indeed are, differences of opinion 
among Marxis's about the precise form 
of feudalism, hut no one can deny the fact 
that hisiorually speaking, capitalism 
developed out of the womb of feudalism 
in all countries where ii arose indigenous¬ 
ly, that is. wherever it was not implanted 
by external agencies. Marx himself is very 
categorical about this. “In fact”, he says, 
“the history of landed properly, demonst¬ 
rating the gradual transformation of the 
feudal landlord into the recipient of rent, 
of the hereditary, half-tributary and often 
unfree tenant into the modern farmer, and 
of the serf and villein tied to the soil and 
subjected to labour services into the 
agricultural day-labourer, would be the 
history of the formation of modern 
capital.."’ 

Moreover, the general concept of feuda¬ 


lism occupies an important place in the 
Marxist view of social evolution for a 
more fundamental reason. But of this 
later. 

Then some basic categories like market, 
regulation and state seem to be treated by 
at lea.st Ghosh (whether he is really follow¬ 
ing Kurien or not) as abstractions which 
is alien to the Marxist view. 

One can conceive of market for circula¬ 
tion of products within a system of socia¬ 
lised ownership. There can also be a 
period of coexistence of socialised and 
private ownership, and therefore a regu¬ 
lated market. In this case regulation itself 
may be qualitatively varied: regulation in 
the rational and long-term interest of 
private ownership, or even in its short¬ 
term unenlightened interests, or a variety 
of lenin’s NEP for a long or fairly long 
period, but with the explicit object of the 
ultimate elimination of private ownership 
in the means of production. Most essen¬ 
tially, the existence of a regulated market 
has to be juxtaposed to the question of 
the permissibility of a market for labour 
power—that is, for the extraction of 
surplus value, that is, for the perpictuaiion 
of capitalism. 

Before we move ahead from the ques¬ 
tion of market, it should be noted that the 
market mediates not only between pro¬ 
ducers and consumers as Kurien holds, 
but also and to a large and growing ex- 
lent between producers and producers for 
the exchange of means of production. 

Along with non-specific concepts of 
market and regulation, Kurien takes a 
non-specific and abstract view of the state 
as well. Expenditures or regulations by a 
capitalist and a ‘post-capitalist’ state have 
fundamentally different imports. However 
welfarish in appearance, these measures 
by a capitalist slate arc intended to 
stabilise capitalist class rule, whereas ex¬ 
penditures and regulations by a ‘pc>si- 
capitalisi’ stale may be directed towards 
I he ultimate withering away of the state 
itself 

Then, this writer has a fundamenial 
disagreement with Kurien’s position, as 
stated by Ghosh, on what the latter calls 
the possibility of the emergence of a ‘posl- 
capitalcst' state in India. By this, they 
mean ‘socialism with a market system’. On 
this question, this writer feels that Kurien 
and Gho.sh have not properly drawn Ihc 
lessons from the history of socialist 
reconstruction during the long period 
since 1917. The historical experience of the 
USSR and eastern Europe (leaving aside 
the pioblenjatic position of China, Vietnam 
and Cuba) has shown that under certain 
conjunctures, working people or even a 
part of them may assume power in a par¬ 
ticular country and may initiate the tran¬ 


sition towards socialist transformation. 
But they cannot make real advances in this 
direction unless and until there is a more 
or less simultaneous movement in the 
same direction in at least a number of 
developed capitalist states of the world. 

Indeed, this was the perspective with 
which Lenin had initially led the Bolshe¬ 
viks into the November revolution and this 
also was the perspective tvith which he had 
valiantly struggled to ensure the survival 
of the Soviet state as long as possible. But 
in the very last piece of his writing (‘Bet¬ 
ter Fewer But ^tter’) in March 1923, he 
stated that this struggle could not really 
succeed till there was a new waw of 
revolutionary upsurge embracing the 
developed capitalist countries. With the 
immense progress of global integration, 
the prosp^ of isolated transition to a 
‘post capitalist’ society has become even 
more unviable today. ^ 

Hence, while progressive forces in ail 
countries should all the time work 
devotedly to advance the cause of social 
transformation, they should do so as a 
part of the international struggle for a 
global change in'this direction. It is. this 
writer’s conviction that contrary to the ap¬ 
parently gloomy picture, such a more or 
less simultaneous transition has become 
a more realistic possibility today than ever 
before.’ 

Finally, to revert to the question of the 
historical role of feudalism, Marx's 
perspective of the historical evolution of 
human society is based on the long-term 
process of the advance of humankind 
from the two-fold bondage to nature and 
social groups to freedom from both. In 
this historical journey, feudalism marks 
a middle stage when the human being 
(that is, the majority) is partly free and 
partly in bondage The next phase, that 
is. capitalism, represents an advance to 
formal freedom accompanied by wage- 
slavery in real terms. From this follows the 
final aim of complete freedom through 
the abolition of wage slavery. 

Note* 

1 Marx and Engels, Complete Works, Progress 
Publishers, Moscow. 1986, Vol 28. p 23. A 
somewhai differently worded version in 
Grundrisse, Pelican Library, london, 1973, 
p85. 

2 Compleie Works, opcil, p 337, Grundrisse, 
pp 409-10. 

3 Complete Works, opcii. p 184, Grundrisse. 
pp 252-53. 

4 K>r a detailed discussion of related issues, 
see Ajii Roy, On Marxist Theory and Prac¬ 
tice: From Stalin and Mao to Gorbachev and 
Deng, Marxist Review Pubticaiions, Calcutta, 
1992, pp 46-73 

5 Ibid. 
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Indian 
Institute of 
Management 

Indian Institute of Management, Lucknow invites applications toi 
faculty positions in the following areas : 

]. Economics 

2. Organisational Sociology/lndiistrial Sociology 
Organisational Behaviour/Human Resource 
Management/Industrial Relations. 

The candidates applying toi the positions in Economics should have 
specialisation m International Tiade and foreign Exchange and ability 
to teach Econometrics will be an added qualiticaiion 

The individual should have an mteiest in Management Edui'ation and 
should be willing to woik in the en\ nonment of a management Institute 
The candidates should have a Ph D degice or an ecjinvalent ctualdication 
with a very good academic rccoid and/or expciicrie in Executive 
positions. Interested candidates inav send in then bio-dala with details 
of the educational qualification, age. expeiience, papcis publislicd, 
details of the present rcsponsibilitv. salary diawn and expected. The 
selected candidates will be ofleied saiaiy and position commensuiate 
with their qualilicaiions and expenenec. 

The Institute would normally he able to piovidc lesidcntia! 
accommodation to all the faculty members. The salary scales aie as 
follows: 

Assislant Professor Rs.3700-5700 

Associate Professor Rs.4500-6300 

Professor Rs.5100-7300 

Applications should be addiessed to the Director, Indian Institule of 
Management, Prabandh Nagar, OITSItapur Road, Lucknow-226 013 
to reach him within one month ol the publication of the adveitisement. 
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Growing... Growing... Growin g... 
And your gi ft to him keep s growing too! 


(tivr >r)ur child a f>ijt that i>rnu s iiith him Inu'\l in I nit rru'.t\ Childrtn's Gift Grouih Fund. 
^ hen your t hild fin ns 21, the mimes sou inxesi is i rady to help him do what he iranls. 
He uill htne ihi option oj wit/idrnii ini; the manes at IH ihould he need it. Unit Trust’s 
Children's Gift Cronth Fund I little planniiif; ran ensure a prosperous future for your child. 
Money keeps grou'ltifl... and flrou'in^ with CGGF ~ Diiidends have been growing. 
Current sear's is 11% * Bonus is non paid eiei \ .? years ' Bonus, reiniesled in Units, 
earns more diiideiuis ipphi olioii Jotms it ill be aiiipted at I nit Trust branches, 
all banks and iidleition lentres lot applii alion forms cum brochures lonlact any 
I nit trust bratuh, < hie/ Hept esentatii i or ti;ent 

l^lUNIT TRUST 
INDIA 

At lilt xniii III 2‘i niilliou I nit hoiiliiv 



InvesSt in Unit Trust's Childrens Gift Growth Fund. 

iU securities investments tarry market risk Consult your investment oaviStX" or a/^rU before inve^ng. 













REDEIINIMfi eUJARAT’S IRRKATION PO||flTIAL 


IN SEARCH PF TANKS: SQME HlflEN FAftS 


i* ' ’ 


WATERSHER DEVEIOfNlNTi A PMTRAST WITH NREP/JRT 


• ■ lyn^ 'i :,V \ • ■ 


# THE WinSLIM IHOUlM^ A PERSPECTIVE 




TWO RANKS ipiB THl ORUC INDUSTRY 




RURia CREOITf THl^RORLEMS 


■ 'V •' 








'{W 


** ••’.i", j' 

:'r ■ i’i 


! 'I*'!."/'"'■U' t 




ii. .'• 

.K :■ -. ».■ 


•■ ir 
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Irrigation in Eighth Plan 

The highly adverse Moist Reiyti upon on the Sirda: Saiuvar 
proicct wiiith IS slated to add ilviui l « mha ot irrigation tapaeitv 
by the end ol the Lighth Plan ha' vast a tioud on newly started 
but tontrovcrsul dams Iliere o, howevei, no dearth of othti 
ongoing proieits 'or piitlin).’ out iiisesinienis in. while still 
achieving the o'erall taigei r i new imgaiion sapasits sieaimn 
in the I ighih I’lari Ihe sriKial niie'iKin is one o( Ihe lequisite 
investments foithtoiiiing loi tin iii'gatioii .utoi dtiiing 
the Plan A-SB 
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Poverty and Migration 

China’s ecoiiomit, reform simi tin mid l‘F'’(ls luve rediKCif the 
number and prsiportion of peoptc m poverty ffowevtt. thete remain 
a large number ot poor people lonientratcd in ilcaily identifiable 
regions In the I^SOs the ('hintse goveiiimenrs main losus was on 
redusing poserlv by aiding impoverished aieas to raise then level 
ot development Actually, migration out ol the poorei icgiuns has 
a poteniially laigc role to plav in teduving poverty, though there 
arc special insiituimnal barriers to migration in C hiria 1369 


Th<* ‘Muslim l*n>l»leni' 

I lie brahniiiiis.il snitlansin ol 
setular Miiidiis woiilit wish ihe 
Muslims to adopt l<‘vk, slovk an I 
hartel Ihc mariupi hetwiren iliiutu 
and western ideals ihai symbol'>es 
Ihr life and hie sivh of this 
cine 1345 

Water Level 

nfiiial statistiis ol (lujaiai's 
irrigation potential aie exaggetaled 
and misleading \ i ion lealislie 
eslimate will built hiiitress lh< i.lanii 
lot moie lesouuts lot this siiloi 
and make possibU the evolving ol ,i 
icasonable wain devdopnuiii 
sitalv'gy lot ihi state \-l.S 

There has beeti a stiadv dev line in 
Ihe aiea irngated hv tanks m laiiiil 
Nadu Ihe phv'ival and leLhiiiv.al 
lailors tesponsihle lot this havv 
teveived mush allsniion hut not 
Ihe insti'uiional onss \ ,'>3 

Money rrohlem 

the labours ot many lenew 
lommiiiees and siiidv gruuiis 
notwithslandinv', iinai vridil isnuiii' 
a piohlem, partly on assuutil ol 
sosio esoniimiv iieviilianiies and ihv 
pohiisdl enviionnuiii and paitK 
besause ul lack ol .ciiotis elfoii 
to impUineni ihi \aiious 
resoinmeiulaliony mailt as a 
package I(hi 

Downwarri 

In a regime ot cimvsitihle and 
IToaimg rupee, luilhei depte.ialion 
of the rupee is alinosl irieviiabli 
while not all the benctiis ut 'Uih 
a regime will acciuo to India |{<ri 


Assets and Kiivimnment 

i ompared to the |R\ NRf I type ol 
riiial development iniervenlions 
which are based mi the piiiii iple of 
adding lo asst'ls and incomes, 
wali'islitd niaiiagcmeni ptoyranimrs 
.lit designed to angiiieni tin naluial 
resoiiiie base and aic definitily 
to he piileircd in specitii 
iinumsiaiiics A-hl 

Pnlitit’al Dimension 

Studies ol rural co 0 (ieraiives have 
generally emphasised eyalualion, 
negtn ling the pioccss ol iiileiesi 
aitiiIllation, Ihniiigh institutional 
loriiis mil within iht inaiiuiioiis 

lavT 

Indigenous Peoples 

With Ihe leiival ol colonial 
ainbilioiis in ihe UN iindei US 
leads I liit> Ihs atleinpis til 
mdigtiotis people' iiuiild the world 
at siHial liaiidorination arc in 
daiigci ol lieiiig subyeried b> 
impciialia liiicis 13.'i7 

National Kesoiiree 

I veil a icinaivalivc islmiaie bungs 
out dianialically the mipiiriaiil 
naliiuial lesoiiicc that nioiher ' 
mill iipicsiii's and Ihi iconoimc 
valni ol liica.l let ding I.TW 

Bounty 

Ihc giniiniociii has deinled that in 
the initiesi of slahilisalion 
iiivcsiintni ha, lo he cut diastiiallv 
It has, ihciclciie, mi chinci but lo try 
III lure foieign investor' into ihs 
powei secii'i on terms which aie 
absurdly generous 134.3 





LETTERS TO EDITOR 


Paul Kurien 

I FIRST heard of Paul Kurien from a teacher 
of mine in Calcutta. In the early 1970^ they 
had been students together at the Jawaharlal 
Nehru University in New Delhi. Those were 
the halcyon days of the JNU. newly set up, 
with its teachers and students fiercely 
committed to scholarship and ideological 
debate, or rather, to the interpenetration of 
one with the other. Among the precociously 
gifted talents at the university were my 
teacher and I^ul. One was a Maoist, the 
other a Tfotskyist; both had an acute in¬ 
telligence and a formidable knowledge of the 
scriptures. Evidently they had had some rare 
battles in hostel room and coffee house. My 
teacher invariably referred to Paul as ‘Paul 
Marx’, at once a tribute to his erudition and 
an indictment of hi.s refusal to sec another 
point of view. 

When I got to know Paul Kuiicii—some 
IS years after he had argued so heatedly with 
my teacher about texts and contexts—he had 
lost much of his dogma and certitude, 
though little ot his love of ideas. In ap¬ 
pearance he was everybody’s idea of a JNU 
radical: a thin intense man with a slight 
stoop, a beard and shock of hair urgently 
in need of tunning repairs. When we first 
met, he had just read Juan Martinez Alier's 
magisterial history of ecological economics, 
and could talk of nothing else The book was 
not available in India. Paul himself had read 
it in Europe, and was determined that it 
should be known and di.scus.<sed here. He was 
especially persuaded of the work’s larger 
methodological claim, that energy flows 
rather than money more accurately captured 
the performance and sustainability of an 
economy. Immediately he set to work at 
organising (in Bangalore, where he was then 
based) a conference on cneigy, environment 
and development. With meticulous care he 
planned the meeting, pairitig topics with 
persons. He even persuaded Martinez Alter 
(whom he had not then met) to come. 

Sadly, a week before the meeting Paul had 
a recurrence of the depression that plagued 
him for the last few years of his life. Always 
a high strung man, in this mood he was 
prone to violence. Here was a meeting he 
had worked untiringly and almost single 
handedly to put up; and now it was threaten¬ 
ed by an illness that he had no control over. 
Fortunately, prompt treatment (administ¬ 
ered, as it had to be, without his knowledge) 
stabilised his condition somewhat, and he 
was able to attend the meeting after all 
Sponsored by the Institute of Cultural 
Research and Action, the conference at 
traded some of the best known environmen¬ 
tal analysis in India, aside from the Spanish 
economist whose own work had sparked it 
off. The papers, on various a.spects of ihc 
energy-economy interface (a greatly 
neglected area of research), were of almost 
uniformly high quality. Unfuitunately. 
Paul’s continuing ill-hcalth came in the way 


of the complet ion of the edited volume that 
was to be the project’s fuininnent. Bringing 
the book to publication would be one fitiing 
tribute to his memory. 

All well-run conferences have wider ripple 
effects: putting into touch people who have 
not previously met but who might come to 
forge enduring relationships, for exampler 
or .setting into circulation important ideas 
that are then further elaborated and deve¬ 
loped. The energy conference organised by 
l^ul Kurien in October 1988 undoubtedly 
fulfilled these larger aims. Among other 
things, that meeting consolidated the grow¬ 
ing interest in ecological economics within 
India. It also adivated links across countries, 
between scholars and adivisls interested (as 
Paul so deeply was) in finding common 
ground between environmentalists and 
socialists, two groups who have tended to 
talk past rather than talk to each other. 

When I knew him Paul’s abiding interest 
was energy economics, but in his JNU days 
his main fix-us of research had been on the 
condition of the working class. He co- 
authored a long essay, published in this jour¬ 
nal, on the Solidarity movement in Poland; 
and I have been told that his study of the 
process of mechanisation in the mines of 
Chatiisgarli was greatly valued by the 
workers’ union there. He retained to the last 
his love of ideas; being, in between bouts, 
as energetic and mentally alert as ever. Short¬ 
ly before he died he came to Delhi; meeting 
an old friend who had once been a fellow 
student at JNU and now taught there, he 
told him that he wished to register for a PhD 
with him. As the JNU students of the 70$ 
make their important contributions to the 
intellectual life of this country—in sociology, 
history, economics and political science- 
let us remember Paul Kurien, one of the 
most brilliant, if tragically ill-fated, of them 
all. 

Ram AC H ANOKA CiKliA 

New Delhi 

Farmers and Dunkel 
Draft 

AS history ha.s to be recorded on the basis 
of truth, a brief report about the activities 
of the Karnataka Rajya Ryoia Sangha (Kar¬ 
nataka Slate Farmers’ Association) since its 
inception in 1980 has become necessary in 
view of false information and false claims 
getting dis.seminated. The KRRS was found¬ 
ed in October 1980 and has been fighting 
against the political, economic and cultural 
damages the green revolution technology has 
done to the village life in India and to Indian 
agriculture 

Since Its inception, the K RRS has been 
agiiatirfg against the colonisation of the seed 
through the myih of the ‘miracle seeds* 
destruction of genetic diversity and ecolo¬ 
gical stability through green revolution 
monocultures, soil toxicity and soil disease 
due to heavy fertiliser use and high-yielding 


varieties, aimrt from other environmental 
issues like the indiscriminate expioitatioA of 
other natural resources. The new economic 
policies relating to agriculture and the 
general policy of liberalisation of the govern¬ 
ment of India leading to the final phase of 
the colonisation of the seed through the in¬ 
troduction of Intellectual Property Rights 
in Agriculture and the consequent adverse 
effects were ait issues which the KRRS took 
up much before Arthur Dunkel presented his 
Draft Proposals. 

The KRRS stepped up its agitation against 
the new economic policies of the union 
government soon after the removal of the 
subsidy to fertilisers from October 1991 and 
resolved at a massive rally of farmers on Oc¬ 
tober 2, 1991 at Bangalore to organise the 
agitation nationwide, and after a preliminary 
discussion with Vandana Shiva of the Third 
World Network conducted a conference on 
the Dunkel Draft Text on Fdtruary 8, 1992 
inviting eminent scientists and leaders of 
farmers’ organcsalions from different stales 
of India. 

The KRRS decided at the February 8, 
1992 meet tu launch an agitation against 
MNCs entering the seed sector in India and 
also chose Caigill Seeds, which by then bad 
already established its office at Bangalore, 
as its first taiget. This decision was also 
released to the press. The KRRS decided to 
organise a nationwide ‘seed satyagraha’ at 
a massive rally of farmers numbering over 
S,00,0(X)at Hospet last October in which the 
national president of the Bharatiya Kisan 
Union Mahendra Singh Tikait, M R Siva- 
swamy of the Tamilnadu Farmers’ Associa¬ 
tion and Vandana Shiva of the Third World 
Network participated. The KRRS chose 
December 29.1992 as the date for the action 
against Cargill Seeds at Bangalore in 
memory of its founder general secretary who 
had passed away on December 21. 

As decided at Husiicl, the KRRS organi¬ 
sed a national rally of farmers on March 3 
in spite of the ban imposed by the union 
government, which lo save its face, later 
issued a permission to KRRS, many scien¬ 
tists and activists extended their help and 
assistance to the rally. KRRS is a founder- 
member of the BKU which was founded in 
1981 at Hyderabad. Only the Shetkari 
Sanghatana of Maharashtra remained out 
of this larmcrs’ unity. The BKU which in¬ 
herently distrusts Indian intellectuals 
deliberately decided lo exclude the Gene 
Campaign from the March 3 rally of farmers 
as it was talking about ‘minimum renegotia¬ 
tion’ while the BKU was talking about ‘total 
rejection’ of ihe Dunkel Draft. The BKU 
even passed a resolution to the effect that 
larmcrs would be their own spokespersons, 
the day before the rally. 

M D Nanjonuaswamy 

Picsideni, 

Karnataka Rajya Ryoia Sangha, 

Bangalore 
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Burden of Financial Reform 


T HF Reserve Bank of India ha' taken the cspcttcd step td 
reducing the minimuin lending rale ol banks for ilit 
highest credit limit slab of above Rs 2 lakh by one jtcrccn 
tage point to 16 per cent, effective from June 24 T he reduc 
tion for the middle slab of Rs 25,000 to Rs 2 lakh has been 
restricted to half a pcicentage point to 16 pei tent (fixed) 
thus bringing on par the fixed rate for this slab and the 
minimum rate loi the highest slab No reduction has been 
made in the lowest concessional slab of ttidtt liniils up to 
Rs 25,000 whith attracts a rate of 12 (lei tent per annum 
1 hus, within a short period of a year and a halt the number 
of lending rate slabs has been reduced fiom six to thiee, with 
considerable narrowing of the spread between rates and 
reduction in the element of cioss subsidisation This takes 
the interest rate strut ture closer to the reform agenda, namely, 
a two slab system consisting of a minimum lending rate and 
a concessional rate The deposit rate part of interest rate 
reform has already been implemented since March 1992, 
there is only one maximum deposit rate lor the enitre term 
structure ranging from 46 days to three years and over Thus 
a fixed deposit tor 46 days fetches today II per cent per an 
num. while the interest rate on saving deposit accounts which 
was hitherto 6 per cent has now been redui ed to 5 per cent 
Broadly, the entire appioach to financial sector reform has 
been conditioned by the government’s objective of pushing 
the banks towards globalisation The authorities do not ap 
patently realise the cost this effort imposes on the real 
economy The banking system has to be viable, of course, 
but the obsession with achieving high profitability and a nsk 
weighted capital base following norms prescribed for inter 
national banks is proving to be disastrous Without examin 
ing the budgetary and interest cost implications, the govern 
ment and the RBI have leadilv accepted the 8 per cent risk 
weighted capital adequacy norm as prescribed by the Basle 
Committee oii Banking Regulations and Supervisory Prac 
iices For decades, the world of banking has remained 
perfectly solvent and has grown on a capital base of less than 
7 per cent The new norms have imposed a heavy cost on 
banks even in the developed countries Many intet national 
banks in Japan and even in such a financially sturdy coun 
try as Germany are finding it difficult to fulfil the BIS norms 
Besides, these norms have also induced a major shift in bank 
lending away from traditional corporate loans and conse 
quently from interest income to non fund based earnings 
For developuig country banks, these ate steps that deserve 
to be deferred at least by a decade Having accepted the 
norms, every sector of the economy is made to pay the price 
in terms of higher interest cost The short (5 year) maturity 
government security coupon rates have been pushed up to 
13 per cent and those on the 10 year state government 


sc‘culltll^ to n 5 pii ttnt ihai is < ipiil to tiu hanks average 
earnings on their lending Bctaiist ol its aiixicts over the 
hanks’ profitability, the KBI has him i(luilani to iiduii Icri 
ding rales F xcepi for the ssmbolii gestun ol a lowet rale 
on loans below Rs 25,000 the needs ol small boirowets in 
agrieulture and 'mail industries have bee ii saerifice'd and they 
have all to pay high rates ol inn n st \ small scale unit with 
Rs 2 lakh endit has to pay 16 pei lent plus vaiious add on 
ehatges, whereas a high credit ran d bank i ustomer may be 
paying the same latc in a little over with the simultaneous 
enjoyment of many banking tai ililies Small businesses sutler 
from a number of disabilities and the monetary authonties 
are showing little sensitivity to tin r problems I he argument 
that the higher rales will induie banks to lend more to small 
borrowers is specious and is based on an tiis iffieient 
understanding ol the grass roots level reality, to say the least 
In a banking system with significant social obligations, 
a T 5 to 4 percentage points spread between inteicst earned 
and interest paid (along with some substantia) other incomes) 
should be considered as satislaclory As lor the nun 
performing assets, the authorities obviously take the myopic 
view that the answers to the pioblem have to Ik. found within 
the banking and financial system In fact, banks and finan 
cial institutions will continue to face nun performing loans 
on a large scale due to the rc'luelanee of the authorities to 
enforce a modicum of fiiianiial discipline upon private en 
trepieneurs The stiuctural adjustment programme undet 
way IS likely to further accentuate sickness in industry and 
thus add to the si/e of non pei forming assets (which are 
estimated to have crossed 14 5 pci cent of the total domestic 
loans of banks) Making sufficient provision for bad loans 
IS no doubt important, but the excessive burden of tIu high 
capital adequacy norms on the central govciiimcnt budget 
and the borrowing units could have been avoided 
Against this background, a more realistic interest rate 
structure in the current milieu could have been one in which 
the maximum deposit rate is fixed at 10 per cent and the 
minimum lending rate is fixed at 15 per cent with some dif 
ferentiation between maturity periods for bank deposit rates 
and between the si/e and puipose of loans for lending rates 
The differentiation should be significant and not just sym 
bohe In the name of simplicity, the authorities have totally 
surrendered their option to use the interest rate instrument 
for supporting priorities in the structure of output and 
employment say, m regard to agriculture, small businesses 
and small scale industries Apart from adequate credit, small 
scale industry deserves to receive credit at a significantly 
lower cost than at present There is a strong case also lor 
some reduction in the rates on term loans charged by the 
term lending institutions 
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NARMADA ANDOLAN 

Beyond Narmada 

THE (.urreni phase of the agitation 
spearheaded hy the Narmada Bachao 
Aridolan cmtthatically and urieompromis- 
ingly underlines two truths: one that the 
demands of the Andolan are not only an 
arliculaiion of the fundamental rights of 
the people of the Narmada valley, but of 
the vast populations which are being 
marginalised and even wiped out in the 
mindless match towards development for 
a few; and two, that the state having re¬ 
jected the participatory course of design¬ 
ing developmail projects, is finding exten¬ 
sive and luihlcss repression useless against 
the forces espousing real change. 

With the haghl of the dam rising to 61 
meties, the village of Manibeli, the 
histone site ol the Andolan’s agitation 
since last year, will he submerged this 
monssion Since April this year it has 
become »he site of prolesi and agitation 
for the Andolan and its growing sup¬ 
porters. The actions of the government in 
undertaking continued activiiy at the dam 
site is in cleat violation of the Ciujarat 
high court Older ihai there should not be 
any lenifiorary submergence nor any tem¬ 
porary removal of the oustees until re 
habilitation has been completed as per tlie 
award of the Narmada Waters Disputes 
Tribunal whicfi stipulated that the oustees 
.should be rehabilitalc'd at least 12 months 
before the submergence. And yet it is now 
a well established fact that iN; government 
has no comprehensive inaslei plan on 
rehabilitation even 12 yeais after work on 
the project has begun. 

in April the Andolan consiiiutcd a 
‘samarpit dal’ in Manibeii winch would 
refuse to move out even when submer¬ 
gence occurred in an attenijit l» foicc the 
government to .stop work on the dam and 
begin a review of tfie projcci in participa¬ 
tion with tlic dam alTcctcd peojile. 
Undeterred, the state govcrnmenl began 
clear felling of trees in the aica ostensibly 
to build a read to facilitate the movement 
of police forces W'lth increase in the 
staic’.s presence in the villages came brutal 
repicssion of various kinds; in that month 
a 42-yeai old tribal acivist was physical¬ 
ly assaulted and raped hy three policemen; 
a t>cace(ul agitation protesting the rape 
was violently attaclxJ allegedly by sup- 
portere of the ruling parly w bile the police 
looked on. Following these came .several 
othci incidents where meelnigs on Nar¬ 
mada and on related issues were violently 
disrupted by mobs with what appears to 
have been the tacit support of the police. 
There have been selective attacks on in 
dividuals in an aiternpt to scare them assay 
from supporting the agitation. 

With the Andolan declaring Manibeli 
as liie site fot massive demonstrations and 
a saiyagraha ha* rorne unprecedented 
state repression On May 2*> the Maha¬ 


rashtra government imposed Section 144 
of the Criminal Procedure Code in 36 
villages in Dhule district in an effort to 
prevent the movement of people to 
Manibeli and other villages. The following 
day the police made an attempt to demo¬ 
lish the first hut in the village which would 
be affected by the submer^nce and evict 
its (xcupants but had to retreat in the face 
of determined resistance. Andolan ac¬ 
tivists and supporters attempting to reach 
Manibeli to offer legitimate protest have 
been harassed, arrested and assaulted. 

So widespread and determined has been 
the police harassment and state repression 
that several civil liberties groups have 
come together to form a Human Rights 
Campaign on Narmada. A team sent by 
the campaign has detailed the types of 
hara.ssment and the manner in. which 
legitimate protest is being suppressed. 
Another team constituted by the Bomaby 
high court in response to a writ petition 
challenging the prohibitory orders has 
similarly indicted the stale government. 

But clearly it is a sign of the times that 
the state has chosen to completely ignore 
these substantive reports of human rights 
violation.s. its unconcern for the popular 
response to its actions was once again 
demonstrated when Medha l^tkar and 
Dewram Bhai decided to go on an in¬ 
definite hunger strike in Bombay to press 
their demand for a review, a demand 
which IS today drawing wide-ranging sup¬ 
port from a variety of organisations. On 
the very second day of the fast, Paikar was 
arrested for attempted suicide and forcibly 
removed to hospital and force- fed. This 
showed utter contempt for a historically 
acknowledged legitimate form of protest. 
As Patkar stated in a submission to the 
court, “an activist who wishes to wage a 
non -violent peaceful war against evils in 
the society cannot be denied the right of 
continuing the agitation". Even later, as 
the agitation continued and the govern 
nieiil was laced with growing pressure to 
consider (he demands, it again arrested 
Patkar and forcibly put her on intravenous 
glucose. Not only do these acts contravene 
the right to protest, they go against 
acknowledged ethical procedures in 
medicine. According to the World Medical 
As.sociation’s Tokyo declaration of 1973, 
voluntary retnsal to lie fed is a patient’s 
right. Moreover, as long as the patient can 
exercise ‘unimpaired and rational judg¬ 
ment’ (as was most certainly the case 
when Patkar was arrested on the second 
day of the hungei strike) and the conse¬ 


quences have been explained, the decision 
rests with the patient. According to 
the WMA’s more recent declaration on 
hunger strikes (1991), in the event the 
doctor faces a conflict of values as when 
the life of the patient is in danger (as one 
may presume may have occurred when 
Patkar was arrested the second time) and 
the doctor must discharge the first obliga¬ 
tion to ensure the sanctity of life, even 
then the decision must rest with the doc¬ 
tor in consultation with the patient and 
a doctor or health worker is under no 
obligation to carry out the orders of the 
state or any other authority. These ethical 
codes become highly relevant in the con¬ 
text of the state’s growing indifference and 
intolerance to all forms of protest, because 
they may be used by .socially-conscious 
professionals to stall the state’s actions. 

The Aridolan’s strength comes from the 
fact that its larger perspective or political 
philosophy has derived from grassroots 
questions and in the course of responding 
to the immediate distress of the people of 
the valley. Thus the i.s.sue-ba.sed focus of 
the organisation has over the last eight 
years broadened to questioning of the 
models of development and the processes 
of designing .and implementing of deve¬ 
lopment projects and programmes based 
on these models. The Andolan’s actions 
today are not merely addressing the issue 
of social and economic rights of just the 
people affected by the Sardar Sarovar pro¬ 
ject, but arc striking at the political foun¬ 
dations of the state in India and its links 
with the dominant political and economic 
forces internationally. And this is why the 
Slate cannot afford to accommodate its 
demands, even in a limited way, nor even 
appear to give in. And this is also why the 
Andolan is .so significanl. 

POLITICS 

A Liability 

WHILE within the Congress party, birds 
of a feather are flocking together behind 
a leader who is increasingly acquiring 
quite a disreputable image, outside, the 
opposition continues to hum and haw- 
uncertain about the future of the leader¬ 
ship of the ruling party and unwilling to 
face fresh elections. 

Even if nothing can be done against the 
actual recipients of Harshad Mehta’s ill- 
begotten largesse (as in similar financial 
.scams in the past), in the public mind 
some of the mud will stick to the prime 


li is rc\urclicd that licciiiisc of a mechanical breakdown of our typesetting 
-sysiem. publication o! this issue has been inordinately delayed.'ITiesr/c of 
the Review of Agriculture has liad to be cut and it has not been possible to 
ensure uniformity ol type s.yle. I'he di.sliKalion is expected to persist for 
two or three weeks. Readers are requested to kindly bear with us. 
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iHittistci, If, as he ciaims, the big bull i$ 
lying, a defamation case against him 
would be the normal legal procedure. At 
least, as a public gesture, to allay misgiv¬ 
ings in the minds of the people—and also 
among his own party members— he could 
have tendered his resignation (to be 
withdrawn, as customary in Congress 
politics, at the request of his colleagues 
who would have expressed their ‘ever¬ 
lasting loyalty’ to his leadership). But that 
ritual was al.so discarded. Did Rao fcai 
that his resignation might be accepted b> 
his colleagues who are finding him a 
liability, what with the unmitigated mess 
that he has made of the Indian polity? 

But then, the moot questions for Con¬ 
gressmen are; how to get rid of a leader 
who lacks the decorum to gracefully 
retire? More importantly, who will succeed 
him? There arc too many contestants. 
Given the almost insurmountable task of 
salvaging the polity, and restoring some 
semblance of legality to the system, al«»ng 
with the fear of a bad name that any in¬ 
cumbent would surely acquire if he-she 
fails to dehwr the goods, one really 
wonders at the courage of the Arjun 
Singh.s, Sharad f*aw;irs and their ilk who 
are staking their claims -surreptitiously 
or otherwise —to the post of prime 
minister. Do they seriously hope to bring 
about the changes that are required to im¬ 
prove the .situation, or do they just aspire 
to make good use of the opportunities 
that go with the office ol prime minister 
for their personal benefit, as long as they 
last? 

It is the lack of consensus among the 
party leaders on the choice of a successor 
to Rao that is forcing them to continue 
with the consensus on Rao as the prime 
minister. While publicly displaying their 
collective support and loyalty to Rao, each 
of the contestants is busy in horse-trading 
with MPs and party chief ministers and 
legislators in different parts of the coun¬ 
try, in order to weigh his chances in the 
contest. Til! a firm deal i.s struck leading 
to another ‘consensus’ on a new candi¬ 
date, Rao will continue. 

Meanwhile, pressures are mounting 
from both wit hin the Congress, and from 
the opposition, for a replacement for Rao. 
Neither the Left, nor the Janata Dal, is 
in a position right now to win a mid-term 
poll and form an alternative government 
in Delhi. They have therefore reconciled 
themselves to the continuation of a Con¬ 
gress government at the centre—but under 
a more respectable prime minister. The 
possibility of the BJP coming to power, 
in the event of a mid-term poll, is a nagg¬ 
ing fear that compels the rest of the op¬ 
position. willy-nilly, to'keep the dilapi¬ 
dated Congress propped up in power with 
a few repairs now and then. 

As for the Congress, it will have to 
salvage its sagging image before the com¬ 
ing assembly elections in the foui 


(erstwhile BJP>ru1«d)siji^ ffU'wants to 
make any dent in ihc BJP support-base 
there. Whatever little headvyay the i'on- 
gress could make m these slates during the 
la.vl few months is likely to suffer a reverse 
lollowing Harshad Mehta’s allegations 
against Rao. fighting (he elections undci 
the leadership ol a man who is under a 
cloud IS to court disasicr. The Congress 
therefore is in desperate need o! a new 
leader who can at leas, drag it out Iroiti 
the pit. 

But the final oiiiconv may be decided 
by Ihc result of the coniesl between a wily 
and resilient prime minister who is deter¬ 
mined to remain in power on the one 
hand, and the foiccs opposed to him 
(both within his party and outside) who 
are yet to formulate an alternative course 
of action, on Ihc other. Rao is actually a 
beneficiary of the system introduced by 
Indira Gandhi in the Congress which in¬ 
stitutionalised Ihc power and position ol 
the prime minister as an individual who 
IS beyond any democratic control by the 
party. Rao can tomorrow strike a deal 
with the BJP • given his soft spot foi the 
‘Sangh paiivar’—lo frustrate any no- 
confidence motion thru might come up 
against him in parliament. Kven though 
the BJP IS publicly demanding his resigna 
tion and general elections, it is not without 
significance that its parent, the RSS, is 
against the removal of Narasimha Rao at 
this juncture, since it thinks that the time 
for the BJP to bid for power at the centre 
IS not yet ripe. 

finally al.so, those within the Congress 
and the opposition who appear to be un¬ 
willing or incapable of upsetting Rao’s ap¬ 
ple cart will have to allay the suspicions 
generated among the public by Harshad 
Mehta’s allegations about pay-offs to 
politicians of all hues, including even 
members of the JPC itself, who are sup¬ 
posed to investigate into his 
misderneanouis. 

INDUSTRY 

In Recession's Grip 

A CONSPICUOUS fall-out of the 
government’s policy of llscal compre.ssion 
and tight monetary control since 1990-91 
has been the severe recession in industry. 
For almost a decade industrial output 
grew at nearly 8 pet cent per annum on 
average with significant contributions 
coming from capital goods and basic 
goods industries. All of a sudden from 
I99I-92 there was drastic curtailment of 
public expenditure in real terms which hit 
industrial activity dramatically. The 
general index of industrial production 
registered a fall of 0.2 per cent in I991-92 
against an increase of 8.3 per cent in 
1990-9I. Manufacturing output fell by I.6 
per cent, while there was a 0,6 per cent 


”rfSc Hi minihg ano quarrying ana a 
sireable increase of 8.6 per cent in elec¬ 
tricity generation due to a substantial 
increase in them.si and imclear power 
generation. 

The g(»'.cinmeni‘s luttmunic Survey for 
1992 9i cxpcLled a 4 p<y (.cni industrial 
growth diiitiig the veai. Mvuiih-io mouth 
ip'hct's .■>!' indusliiai piodiiction (1980-81 •' 
UK)) sugviest that except for two months 
(Apiil and Septembei), 12 month in¬ 
creases hoseteii around 1 to i pei cent in 
each ol the months up to December 1992; 
ihercaliei, laiuiarv, febuiarvaiid March 
1991 experienced diaviK declines of 4 1 
tier ceni. 4 t |ki \eii! and S.4 per cent, 
respeciivi'lv As a icsult, the average 
general index tor i')92 OJ at 21,5.1 shows’ 
dll increase ot only I ^ pci cent. While 
mining output ha.s gcneially stagnated, 
manufacturing output •-howtxl a fractional 
increase of 06 p< r cent and ciectiicity of 
5 per cent. 

A combination ol supply and demand 
faclois and abo asi.ocialcd long-siariduig 
structural ones hiighied the indasinal 
scene i.i 1992-9.’i. A glaiing aspect of the 
industrial sluggishness ielates to the 
energy secu-' Studies have shown that the 
gross supply td ptiniaiy soiuces of stom- 
mcrcial eneigy rose by oiiiy ?. a per cent 
in 1992-93 against an increa.se of .5.7 per 
cent in 1991-92. Theie was a coircspon- 
ding increase in the dependence on im¬ 
ported sources ol pnitiary commercial 
energy, the rcsiiii o)' a strep fall of 11.2 per 
cent in domestic production of crude oil. 
Though coal has an advantage as an 
encigy option due to tis iclaiive abun¬ 
dance in the oninttv, there is a rapid and 
distinct shift m prelerciice m favour of 
hydrocarbons on the pail ol u.scr indust¬ 
ries. Investment in coal has sulfererd in 
recent years, f.oal output at 238.2 million 
tonnes increased hv .3.9 per cent m 1992-93 
against increa.ses o! 8.4 per cent in 1991-92 
and 5.4 percent in 1990-91. Power genera¬ 
tion at 301 billion units m 1992-93 
registered a rise of 5 pei cent essentially 
because of an 8 per cent iiiCTea.se in Ihei- 
mal and nuclear power, whereas hydel 
power, because of erratic (though sizeable) 
rainfall, fell by .3.9 |x-t cent. In 1991-92 
iheic was an increase of 11.1 per cent in 
thermal and nuclear fHtwer generation and 
of only 1.5 per cent in hydel as a result 
of the inadequacy of maintenance a.s well 
as lack of fresh mvcsimcin ii! the hydel 
Sector. 

The .second group oi indusines to suf¬ 
fer sluggish output growth arc capital and 
investment goods-cement, steel and 
other met’ds, electrical and non-electrical 
engincciing and commercial vehicles. 
Their pioduction has suffered essentially 
because of the cui-back in public sector 
investment. Despite substantial capacity 
expansion in recent years, cement output 
stagnated at 54.1 million tonnes in 1992-93 
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' miUion' Idhms in I991-9Z 

Cement despatches have been seveiely af- 
fected in the last two years following the 
drastic cuts in orders from the govern¬ 
ment. The metal industries here are puny 
in size by international standards and yet 
they have faced a fall in production due 
to reduced demand. Total production of 
Hnished steel at 15.1 million tonnes in¬ 
creased by 5.4 per cent in 1992-9.1 and by 

5.9 per cent in 1991-92. Aluminium pro¬ 
duction declined by 5.7 per cent in 1992-93 
because of low offtake by the stale elec¬ 
tricity boards which are starved of funds 
and by the automobile industry which is 
recession-hit. Production of commercial 
vehicles fell by 10.2 per cent in 1992-93 
against an increase of 3 irer cent in 1991-92 
which was itself low as compared with an 
increase of about 16 pci cent in 1990 91. 
Production of pa.ssenger cars also fell by 
2 per cent and of two-wheelers by 6.4 per 
cent in 1992-91—a phenomenon affecting 
many consumer durables in the past two 
years or so. Amongst the machinery sec¬ 
tors, the index of output of non-electrical 
machinery which grew by 15,8 per cent in 

1988- 89, 6.6 per cent in 1989-90 and 8.7 
per cent in 1990-91, registered a fall of 2.7 
per cent in 1991-92. In 1992-93 (April- 
l^ruary), the index again registered a faD 
of 0.8 per cent. I'.lectrical machinery and 
appliances had registered phenomenal in¬ 
creases in output of 32.7 per cent in 

1989- 90 and 22.7 per cent in 1990-91 but 
in 1991-92 output fell by as much as 12.5 
per cent, in the first II months of 1992-93 
(April-Piebruary), there occurred an in¬ 
crease of 2.2 per cent only in the output 
of electrical machinery. It has b^n 
reported that many of the public sector 
units tike BHbL have faced serious de¬ 
mand constraints in the past two years. 

Two other major groups of industries 
are chemicals and agriculture-based 
industries, both of which have seen 
moderate growth in output in 1992-93. 
The chemicals and chemical products .sec¬ 
tor, with a weightage of 12.5 per cent in 
the general index, has come of age, though 
different segments of it have been facing 
different supply and dem^d constraints, 
as a result of which there has occurred a 
deceleration in output growth from 16.1 
per cent in 1988-89 to 6.1 per cent, 2.6 per 
cent and 2.8 per cent in the next three 
years respectively. In 1992-93 there was a 
rise in the growth rate to an estimated 4.5 
per cent due to increased demand from 
user industries such as food processing 
and textiles. The cotton textiles group has 
eiperienced an estimated increase of 2.5 
per cent in 1992-93. In spite of reported 
sluggishness in demand, production of 
cotton and blended yarn expanded by 8 
per cent in 1992-93 against a decline o( 

1.9 per cent in the previous ycai .Init 
goods output a3so increased by 4 pci .cit' 
in 1992-93 against a fall of 9.H pci vnu 
in 1991-92. Likewise, rubber prodiiciiun 


(Mhturhl and synthetic) rose by 3.4 per cent' 
in April 1992-January 3993 against a 9.7 
per cent increase in the previous full year. 
Production of man-made fibres and yarns 
have continued to experience sizeable in¬ 
creases, ranging from 6 to 18 per cent. The 
index for food products increased by 1.8 
per cent in 1992-93 (April-February) as 
against an increase of 3.8 per cent in the 
corresponding period of 1991-92 and 4.1 
per cent in the whole of that year, even 
though output of sugar and tea faced 
some setback during the year. 

Finally, the fertiliser industry was 
unsettled in 1992-93 because of the 
government’s decision on fertiliser prices 
and the unification of the exchange rate 
of the rupee that made inputs costlier for 
plants based on imported ammonia and 
phosphoric acid. While output of nitro- 
t^nous fertilisers registered a marginal in¬ 
crease of 1.2 per cent in 1992-93 against 
an increase of 4.4 per cent in the previous 
year, that of phosphatic fertilisers fell by 
lO.I per cent following the decontrol of 
prices in August 1992, after recording an 
increase of 24.9 per cent in 1991-92. 

NORTH-EAST 

Broader Identities 

Kamamopi writes: 

THE ability of the Congiess(l) leaders to 
speak in several voices at the same time 
has once again become evident in some 
of the formulations of the Eighth Cienerai 
Conference (Special) of the North-Eastern 
Congre.ss(l) Co-oidination Committee 
(NECCC-I), which met in Dimapur on 
June 22, on the issue of illegal migration 
into the region from across the border, 
especially Bangladesh. 

Formally at the national level, it is not 
at all clear that the Congress(l) has even 
taken cognisance of the problem, except 
to raise it or underplay it depending upon 
its crudest political requirements and, in 
some cases, even its factional require¬ 
ments. Public pronouncements by Con- 
grcssfl) leaders routinely ascribe the whole 
issue to the felt anxieties (or ‘false con¬ 
sciousness’, if that particular politician 
were to be familiar with the more modish 
jargon) of a section of ‘upper caste 
Assamese Hindu chauvinists’ who manu¬ 
factured the issue out of nothing to be 
exploited now by the BJP and other com¬ 
munal bodies out to make political 
gains—all at the expense of the patriotic 
and nationalistic-minded Congress(l). The 
left’s criticism of the anti-foreigner agita¬ 
tion in Assam was even more strong. 

However, Congres.s(l) leaders within the 
region are forced to project the problem 
rather differently, though it is not clear 
whetSer this is an example of double-talk 
oi an appreciation of one aspect of poli¬ 
tical reality—the other aspect being the 


denial of any such iReg^l infiltration. The 
report of the general secretaries for the 
period between March 1989 and July 1992 
presented during the previous (Regular) 
General Conference of the NECCC-I at 
Guwahati on July 3 last year, where both 
P V Narasimha Rao and Arjun Singh as 
well as several other Congress(l) worthies 
were present, dwelt at length on the pro¬ 
blem of such illegal migration. The 
’phenomenon’, the report said, derived 
‘ideological support’ from ‘Islamic fun¬ 
damentalists’ who envisioned "a larger 
Islamic country comprising Bangladesh 
and the entire north-east [of India] where 
its [that is, Bangladesh’s] economic pro¬ 
blems will be solved and security assured". 
In other words, illegal migration into the 
region was seen as only a cover for 
Bangladesh’s territorial expansionism. 

The report adopted at the Dimapur 
conference this week is even more explicit 
on such matters. Describing the pheno¬ 
menon of illegal migration as a ‘‘sinister 
design not easily visible to a stray 
onlooker”, the report says that 
‘‘Bangladesh is the real bridgehead for 
conquering the eastern region of India by 
a natural spill over of population”. 

A similar dichotomy also characterises 
the peiccptions of the Left parties on the 
issue. For instance, one recalls that the 
proposal to erect barbed wire fencing 
across Assam’s border with Bangladesh 
was greeted with derision by leaders of the 
left Front in West Bengal when it was 
originally made. Now the government of 
West Bengal itself is actively assisting the 
construction of a fence across its border 
with Bangladesh. The CPI(M)-led Left 
Front government in Tripura, even more 
vitally concerned with the problem of in¬ 
filtration, is actively canvassing for in¬ 
troduction of inner-line regulations in the 
state, such as tho.se currently applicable 
to Nagaland, Mi/oram and Arunachal 
Pradesh. 

Indeed, as apprehensions about the in 
creasing fragility, perhaps even the un¬ 
viability, of the Indian state turn into 
near-convictions, and as individual leaders 
of the larger states, irrespective of their 
formal party affiliations, take on explicitly 
regional rolcs~a process already inci¬ 
pient—the leaders of the smaller states of 
the north-eastern region too are likely to 
come together to act collectively, projec¬ 
ting regional concerns. For the present, 
however, these moves to ‘unite’ appear to 
be confined to leaders of the Coiqjiessfl) 
from SIX of the seven states of the region 
where the Congress(l) heads the govern¬ 
ments. But should major shifts in the 
balance oi forces at the Centre take place, 
as seems all too likely, the moves towards 
broader regional identities in unity, over¬ 
coming or papering over conflicts of in¬ 
terest within the region, are likely to 
become irresistible as welt as unavoidable. 
Those who opt out will only be left out. 


1338 


Economic and Political Weekly June 26, 1993 




COMPANIES 


Recession in Tyres 

Jainij Kapadia 


THE tyre company MRF has suffered o 
setback in profit after depreciation and in 
profit after tax during the year to Septem¬ 
ber 30, 1992, while against an improve¬ 
ment in net sales of Rs 87 aore at Rs 662 
erme, its gross profit has shown an in¬ 
crease of only Rs 3 crore at Rs 59 crore. 
The company declared a higher dividend 
of 75 percent in three parts of iwoinlerim 
dividends of 30 per cent and a third of 15 
per cent final dividend as against.60 per 
cent for the previous year. Since the year’s 
dividend also covered an increase taking 
place in the share capital, the total divi¬ 
dend pay-out was more at Rs 306 lakh 
against Rs 289 lakh for the previous year. 
But against that there was a write-back of 
earlier surplus provisions of Rs 505 lakh. 


This amount itself has more than ccn cicd 
the dividend pay-out. ^>o it cannot be said 
that the company increased the dividend 
and that also on a higher share capital 
despite the setback in profits. 

The question remains, why the setback 
in profits? Evidently since the tyre indus¬ 
try has been in a bad patch and as MRF 
leads the industry its profitability has 
been easily affected. The directors ob¬ 
serve in their report that the recession in 
the automotive industry as well as over¬ 
production in the lyre industry has af¬ 
fected the working of the industry due to 
a sluggish trend in demand for six months 
running. But one notices also that the 
company's finances have been quite lop¬ 
sided. On one hand, the company has 


Hie Week'll Companies 


(Ks lakhf 


^F_ _ IVP__ 


Finuidal tndicaiors Septemticr September March Match March March 

1992 1991 1992 1991 1992 1991 


Income/expenses/p^is 
Net sales 
Excise duty 
Other income 

Increase (decrease) in year-end 
finished stock 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating profits 

Inieresi charges 

Cross profits 

Oeprecialion 

Profits before tax 

Ihx provision 

Profits after tax 

Dividends 

UabUilies/aaels 

Paid up capital 

Reserves and surplus 

Long term loans 

Short term loans 

Other iiaiMlities 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which fmisbed goods 

Receivables 

Loans and advances 

Cash and bank balances 

Invcstmenis 

Other assets 

Ibial liabiUiies/asseis 

Xiry fimmcial ratios 

Ibmover laito 

Return on sales % 

Return on investment^ 
Return on equity (9li) 

Earning per share 
Oividand (%) 

Book value per share (Rs) 
Current market price 
P/B i«io 


«6226 

57470 

8575 

18461 
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448 
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60 

3642 

256 

no 
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1918 
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22049 
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3008 
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1806 
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9 

7 

to 

6 

9 

_ 

39085 
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1.69 

1.70 

1.64 

8.91 

9.69 

6.95 

15.11 
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11.41 

12.45 

22.13 

13.25 

31.81 

49.27 

3.90 

75 

60 

15 

255.58 
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20.70 
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— 
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19.96 

— 

17.31 


7624 
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350 
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64 

80 

14 
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3 
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(454) 
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4211 

1987 
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63 

61 

148 

153 

123 

304 

644 

789 

1103 

1784 

1490 

748 

655 

423 
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313 

208 

431 

342 

215 

107 

137 
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324 

205 

75 

68 

69 

44 

256 
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31 

69 

73 

— 
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725 

725 
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757 

1685 
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2407 

1202 

840 

1826 

1355 
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2071 

2023 

742 

1300 

1170 

1018 

2692 

1174 
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1911 
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1560 

1656 

1614 

324 

634 

589 
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362 

247 

10 

2 

2 

_ 

39 

42 

4895 

6154 

4521 

1.56 

0.85 

0.98 

5.65 

6.56 

4.86 

8.80 

5.56 

4.76 

13.64 

8.80 

2.09 

5-57 

1.88 

0.43 

15 

10 

— 

27.30 

21.31 

20.44 

— 

122.50 

— 

— 

65.16 
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remained grossly undcr-capiialised in re¬ 
lation to its vast iind growing operations 
and, on the other hand, its reliance on 
borrowed funds has been greater ilue to 
increased business' 

l..oan funds employed during the year 
were more (Rs 175 crore against Rs 16! 
crore ptcviously) though the company 
went tocorreci the imbalance with a rights 
issue of shares, which increased the share 
capital from Rs 386 lakh to Rs 424 lakh, 
but augmented the share premium ac¬ 
count from Rs 10 lakh to Rs 942 lakh. 
With that, the book value per share went 
up from Rs 215.78 to Rs 255..58 and 
though return on equity showed a decline 
from 22.83 per cent to 12.45 per cent, 
earnings per share was by no means pour 
at Rs .31 Kl and the equity commanded 
still a reasonable price-earnings ratio of 
under 20 per cent at the current market 
price of Rs 635. These figures underpin 
the low capital base of the company even 
as the y do place i i i n a sii 11 more favourable 
position to is.'<uc further capital at a high 
rate of premium. 

Since the recessionary trend in demand 
for lyres is to continue, MRF manage¬ 
ment has turned attention to export mar¬ 
kets and to serve these, and particularly 
since the launch in export of leather gar¬ 
ments has proved successful, a new com¬ 
pany by the name MRF International is 
now established. The leather factory at 
Ranipci is said to have perfected the pro¬ 
cessing of finished leather to such a de¬ 
gree as to earn wide appreciation by sev¬ 
eral international buyers. Exports during 
the year under review showed an increase 
from Rs 56.37 crore to Rs 60.90 crore. 

Meanwhile, manufacture of conveyor 
be 1 11 ng by way ofdi versi ficat ion has com¬ 
menced and production of speciality sur¬ 
face coating has been stepped up. Auto¬ 
motive lyre production has also com¬ 
menced at Medak in Andhra Pradesh while 
at the Cioa factory the new F-620 Banbury 
mixer, the largest to have been commis¬ 
sioned i n the world, is to help increase the 
capacity and quality of truck and heavy 
duly tyres, and at Arakonam the produc¬ 
tion line has been augmented and 
modernised to increase further the capac¬ 
ity of two-wbcelcr and radial tyre produc¬ 
tion. The new MRF steel belted radial 
Zigma Steel tyre is gaining wide accep¬ 
tance in the market with its world class 
performance characteristics. Production 
and sales have been both higher fur the 
first three months of the current year at Rs 
23.3.31 crore and Rs218.88 crore, resiiec- 
lively, as compared to Rs 217.50 crore 
and Rs 196.70 crore for the corrcsptmding 
period of 1991-92. 
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Emerging from Recession 

Although the Mock mtirkci i^still morbid, 
the equity shure of Atlas Copco (India) is 
quoted at a high rate of over 05 per cent 
price-earnings latio. T his, of course, is m 
terms of the company’s results so far foi 
the year ended March 31, \W2 Hut n 
shows a sense of atnfidence about the 
company on the market which its IW]- 
92 results have helped restore. The com¬ 
pany returned todividend list,declaringa 
modest dividend of Ke 1 per share, as it 
overcame the impact of the recessionary 
trend in the mining and construction in¬ 
dustries during the year. Not only did 
sales income improve, hut there was also 
a fair amount of net profit on hand to 
declare and pay a dividend to the share¬ 
holders. According to the directors, the 
welcome turn for the better in demand for 
the company’s products is to show fur¬ 
ther improvement with the industrial, fis¬ 
cal and monetary reforms announced by 
the government. 

Meanwhile, the company concluded 
during the year two major contracts in¬ 
volving supply of imported machinery 
(hydraulic diill jumbos and loading equip¬ 
ment) collectively valued at around Rs 3(1 
crore. Lvxport sales registered a decline 
from Rs .53.5 lakh to Rs 4R7 lakh, as 
exports to the erstwhile IfSSR suffered a 
setback. However, exports being a thrust 
area of its business, the company is kxjk- 
tng for fresh markets. At the same time, 
sophisticated products, such us screw 
compressor elements and rotors, remain 
as purl of regular exports to liurope. Now 
the Atlas (?opco group in Sweden has 
identified the company for supply of lu¬ 
bricators for construction and mining ac¬ 
tivity in the whole ol .South America The 
decision is also taken in Sweden to .viurcc 
from the company’s factory spare pans 
for light rockdrillsasafirst sicpiogiving 
Allas Copco (India) the possibility to 
export the complete uni Is to I he rest of the 
world 

IVP 

Larger Sales 

I VP, esiabli.sbcd in the field of v.ina.spaii 
and industrial chemicals besides spaik 
plugs and now having diversified into 
industrial ceramics earned for the \ear 
ended March 31. 1992, a substantially 
higher gross profit of Rs yx> lakh agai nsi 
Rs 431 lakh for the previous year Ihii its 
net profit showed a small increa.se in 
comparison from Rs 256 lakh to Ks 2()<S 
lakh This was because busine.ss growth 
cniailedabiggerprovisionol Rs 12tilakh 
for depreciation aimpared to Rs )tt7 lakh 


ip the previous year. But with'increasPd 
profii-s the lax amount has shot up from R.s 
68 lakh to Rs 200 lakh and, in conse¬ 
quence, improvement in net profit has 
amounted much less as compared with 
gross profit Neverlhele.ss, the company 
has declared the same dividend of 15 per 
cent as in the previous year on sliaie 
capital increased by a bonus issue. As the 
bonus i.ssuc was made in the proportion of 
1 :2, there has been actually an increase of 
7 5 per cent in the rate of dividend as 
compared with the previous year. 

'Ihe yeat’s improved profits have, no 
doubt, corresponded with incrca.se in sales 
turnover. But the a)mpany has also con¬ 
tained the interest burden at Rs 393 lakh 
against Rs 317 lakh in the previous year 
This is to be appreciated in the light 
vanaspaii ain.siiiuting still the bulk of 
IVR’s business Gross sales of vanaspaii 
for the year were Rs4,185 lakh (Rs 4,026 
lakh in the previous year) and still ex¬ 
ceeded iho.se of foundry chemical.s, al¬ 
though these .showed a major increase 
from R.s 3,041 lakh at Rs 3,559 lakh. The 
containing of interest charges is signifi¬ 
cant from the viewpoint of nianugcmcnl 
of finances on which prudence is noticed 
on the part of the urmpany also in limiting 
the extent of loan funds employed in 
hiisiness. 

Keeping with this trend, the company 
propo.sed to make an issue of Rs .30 crore 
in eiilicr equity shares or convertible de¬ 
bentures, or both, partly on rights basis to 
the shareholders, besides the employees, 
and partly to the public. The capital is.sue 
is for further expansion of business to¬ 
wards which the company invested ’Us 
j(>3 laki) in additional assets, mainly in 
the industrial ceramics and industrial 
chemicals division during the year under 
review. fi.xjXKls amounted to Rs 303 lakh, 
while there was a firreign exchange outgo 
of Rs26l lakli 

AMTRI'.X 

Excise Cuts Help 

I.albhai group's uirconditiomng company, 
Amtrex Appliances, has fared well de¬ 


spite rtsccssianary cunuiiiunv iii iiiu in 
dustry during the year to March 1993. It. 
sales have increased by 15 per cent to R; 
1,581 .54 lakh and so also net profit by T 
per cent to Rs 97.04 lakh. The companj 
has declared a higher dividend of 12 pci 
cent against JO percent for the previou! 
year. 

The company launched the 6,000 K Cal 
(2 tonne) cooling models manufactured 
in technical collaboration with Hitachi, 
.lapan riic.sc models have been well re¬ 
ceived in the market. A timely launch 
made of the Antrex-Shizuka range of wall 
mounied airconditioners made it possible 
to .solten the impact of the recessionary 
conditions on profitability. This year the 
eomp’any has launched new duciable split 
airconditioners of capacity ranging from 
1.5 to 7.5 tonne capacities which are 
expected not only to strengthen its posi¬ 
tion in the domestic market but also help 
It attain a much higher sales turnover and 
profit. 

At the same time, the budget reliefs will 
help reces.sion-hil aiicondiiioning indus¬ 
try. The .reduction in duly ranges from 49 
per cent on the model with the smallest 
capaci ty to 18 per cent on models with the 
highest capacity. The new structure of 
excise duty on room airconditioners will 
permit more imaginative pricing and prod¬ 
uct policies and to expand the Indian 
market. In addition, by narrowing the gap 
between the organised sector and the 
unorganised sector, it will result in a shift 
m demand from a.s.sembled pieces thriv¬ 
ing mainly on the excise exemption, to 
branded products. Passing on the excise 
benefits to the end user, the company has 
recorded a more than 100 per cent in¬ 
crease in turnover at Rs8 crore in the first 
quarter of the current year as agatnsl the 
total turnover of Ks 15.8 crore la.st yeai. 
I’he growth in terms ol volume when 
compared to last year is an overwhclmi ng 
134 per cent. The company is e.xpccting 
the year's sales to cross a figure of Rs 33 
crore 


Assistant Editors 

EPIV is looking for one or two Assistant Editors with 
academic background in the social sciences and with 
writing and editing skills. Those interested in knowing 
more details may please write to the editor. 
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IN THE CAPITAL MARKET 


Intercraft 

[NTERCRAFT is an established company en¬ 
gaged in manufacturing, exporting, re¬ 
tailing and trading oi readymade gar¬ 
ments, having pioneered the inirodtieiion 
of genuine indigo dentm jeans. It is one of 
the major exporters of readymade gar- 
nienis and enjoys the status of 'I„\port 
House’ Its export turnover Mas increased 
from Rs 12*) lakh in 1985-8(1 to about Rs 
1,644 lakh in 1991-92. The company es- 
lahli.shed a new international maiketing 
division in January 1992 to export mer¬ 
chandise and services. This division had 
effected exports ol Rs 109 lakh till Sep¬ 
tember .^0,1992 In order to meet us own 
needs and part of the needs ol the industry 
as well to export, intercraft has promoted 
Stickwell 1-ashions to manufacture poly¬ 
ester woven labels with an installed ca¬ 
pacity of 2(1 million pieces per annum at 
Noida The. quality of Stickwell labels 
would be .superior to other manufacturers 
of polyester woven labels in the country. 
The company has facilities at Mangalore 
for manufacture of 1,200 pieces per day 
of readymade garments. It has one of the 
biggest in-hoasc sampling facilities sup¬ 
ported by prominent designers from India 
and abroad and is backed by an R and D 
division to cater to the export and domes¬ 
tic markets. The company is now expand- 
ingitsneiwork, of Intershoppc chain shops 
by adding new .shops at Bangalore. Bhopal, 
Calcutta, Hyderabad and Madras which 
will provide wider geographical spread 
and deeper market penetration. The tex¬ 
tile and clothing industry is the single 
largest net foreign exchange earner in the 
country The domestic market is also 
poised for a phenomenal growth. The 
company expects to achieve a total turn¬ 
over of Rs .20 crore, Rs 24 50 crore and Rs 
29.40 erorc in the years 1992-94, 1994- 
95, and 1995-96 with exports contribut¬ 
ing Rs 20 crore, Rs 22 .50 crore and Rs 25 
crore respectively. It expects loearn a net 
profit of Rs 2.27 crore, Rs 2.52 crore and 
Rs 2.99crore in the above years, givingan 
EPS of Rs 7.60, Rs 8.40 and Rs 10 respec¬ 
tively. In order to pan finance the cost of 
opening the new shops, to augment its 
long-term working capital and to invest 
K$60lakh in Ihecquitysharesof.Stickwell 
Fashions, the company is entering the 
capital market on July 27 with a public 
issue uf 12 lakh equity shares of Rs 10 
each for cash at a premium of Rs 25 per 
share aggregating Rs 420 lakh. Out of 
this, 46,200 shares and 1,20,000 .shares, 
respectively, have been reserved for pref¬ 
erential allotment to the employees of the 


company and to the mutual .funds. The 
company is proposing to list its equity 
share.s at Ahraedabad, Bombay, Banga¬ 
lore, Calcutta and Ocihi slock exchanges 


Vishal Lakto India 

VlSHAl. I AKTt) INDIA, promoted bv 
Saroj Kumar Bagaria. Ids as.socialcs and 
VTL1 n d i 'I, i s sc 11 i n g u p a m i I k proccssi n g 
plant to procc.ss 2 5 lakh litres of raw 
fresh whole milk per day at Bagluiia in 
F'aridabiid disliici ol Haryana at an esti¬ 
mated cost of Rs 1,271 lakh The project 
has an installed capacity to manufacture 
22,01)0 ipa of milk (pouched). 1,000 tpa 
of cheese, 2,426 tpa of pure ghee, 1,100 
tpa of table butter, 1,490 tpa of instant 
quality coffce/iea whitenei and 2,260 tpa 
of ski mmed milk powder of instant qual¬ 
ity The plant is located 15 km away from 
Delhi. It falls under the notified backward 
area categorised as zone A by the govern¬ 
ment of Haryana. The location is 
characterised by easy and adequate avail¬ 
ability of raw milk as Palwal is in the milk 
rich belt of north India 
T he company will be marketing its prod 
ucis under its own brand name to whole¬ 
sale distributors while the pouched milk 
will be marketed under its own brand 
name through its own di.stribution net¬ 
work. The company has already signed an 
MOU on an exclusive basis with Crescent 
Enterprises (BD), Bangladc.sh, for the total 
export of skimmed milk powder and cof- 
fec/tca whi lener to be produced by it on a 
regular and continuous oasis. The project 
is at an advanced stage of implementa¬ 
tion. (Commercial ptoduction will begin 
in this September. According to the ap¬ 
praisal of SBI Capital Markets, the com- 
panv is expected to achieve sales turnover 
of r's 4,84,' .29 lakh and Rs 5.249.0<> lakh 
in 1994-95 and 1995-96 respectively and 
'earn a net profit of Rs 272.74 lakh and Rs 
289.02 lakh. Its Rs 10 paid equity share is 
exftected to have an EPS of Rs 2.84 and Rs 
2.01. To part finance the project, the 
company is entering the capital market 
with a public issue of (>4,(>0,000 equity 
shares of Rs 10 each for cash at par 
totalling Rs 646 lakh including NRI res¬ 
ervation of Rs 240 lakh. Further, the pro¬ 
moters have brought in Rs315 lakh. State 
Bank of India ha.s .sanctioned a term loan 
of Rs 100 lakh. I.ea.se finance and slate 
subsidy constitute Rs 200 lakh and Rs It) 
lakh respectively The i.s.suc for Indian 
public and NRIs opens on August 4. Tlie 
issue is lead-managed by SBI Capital 
Markets. T he company proposes to list its 
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equity shares at Delhi, Bombay. 
Ahmedabadandt alcuila siCK'k exchanges 

STl Granite India 

STI ('•ranite India, iK'longing to the Steel 
T ubes of India group, a market leader in 
precision .steel lubes, is setting up a UK) 
percent e.\pori-i>ricntcd unit for the manu¬ 
facture of !,55,t)0{) square mcire.s per 
annum ol gram to .slabs, tiles and panel.sat 
T'umkur, near Bangalore, at a capital out¬ 
lay of Rs 2.(»(H lakh Breton Spa of Italy 
are supplying the eniire line of machin¬ 
ery They would also assisi the company 
in training peisonnel at their works in 
Italy and as well as ensure .satisfactory 
commissioning of the plant and achieve¬ 
ment ofthc guaranteed pcriormance both 
in quality and q.ianiity T he total project 
cost Rs 26 crore is being financed through 
an issue of equity to the promoters, a 
public issue o( partly conveilible deben¬ 
tures and a term loan Irom West LB 
Europj Financial Services STI Oranite 
has already earned the honour of being 
the first company to be selected as an 
investment partner ITorn the pi'vate .sec¬ 
tor in India for 1.5 per cent .equity partici¬ 
pation by the F.uropean I'.cononiic Com¬ 
munity under its IXTI’ .scheme UTT has 
also agreed to invest in the company’s 
equity Orders for most of the plant and 
machinery have been placed. The com¬ 
pany has acquired premium colour quar¬ 
ries to cover more than 100 per cent of the 
requirement. The company is all set to 
begin Inal production in July and regular 
commercial production in August. T'hus 
there would be virtually no gestation pe¬ 
riod. To part finance the project, STI 
Granite has come out with a public issue 
of 4,00,000 17 per cent secured redeem¬ 
able partly convertible debentures of Rs 
200 each at par totalling Rs800 lakh. T he 
amount payable on application <s Rs7()0 
for a minimum of 10 debentures. Each 
debenture \cill have two parts, namely, 
pan A of Rs 100 which shall be automati¬ 
cally converted into 10 equity share.s of 
Rs 10 each on allotment and part B of Rs 
100 winch will be non-convcitiblecairy- 
ing an interest rate of i7 per cent per 
annum and will he redeemed at the end ol 
SIX. seven and eight years by payment of 
Rs 22, 22 and 24 respectively. An option 
to buy back the kluikha has been arranged 
at the lime of allotment itself with UTT at 
Rs 80 per debenture Accoidingly, the 
effective cost pci equity share alWt khokha 
buyback would work out to Rs 12. The 
issue is opening on luly 19 

-JK 
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STATISTICS 


Incii'K NumiM'PN of holesali- I’riiv*i 


latest 



Variation (per cent) 



(I9MI 82 UlO) 


Week 

Over 

Over 

Over 





Weight 

12 6 91 

last 

fast 

Match 27. 








Month 

Year 

1991 

1992 91 1 

1991 92 

1990 91 

1989 90 

All { oninioduirs 

KXF 0 

217 9 

1 2 

6 1 

2 1 

98 

117 

101 

7 1 

Primary Annies 

V 1 

217 4 

1 7 

2 0 

22 

7 1 

18 1 

no 

22 

l-ood Annies 

r 4 

27S6 

1 4 

20 

26 

12 1 

20 2 

II 8 

1 2 

Non food Articles 

10 1 

228 7 

26 

1 9 

1 9 

06 

18 0 

17 0 

16 

luel. Flower, light and 1 uhrnaiils 

10 7 

212 1 

2 6 

179 

27 

14 1 

112 

12 3 

16 

Manufactured Products 

S7 0 

211 1 

07 

67 

19 

101 

II 1 

84 

II 1 

f.OHt of Living Indiren 


1 aiest 



Variation (per cenl) 





Month 

Ovei 

Over 

Over 






Base 

1992 9t 

1 a St 

fast 

March 








Month 

Year 

1991 

1992 91 1991 92 

1990 91 

1989 90 

Industrial Workeis !982 100 

241' 

0 8 

6 1 

08 

99 

(11 

II 2 

65 

Urban Non Manual 1 mptosiees 1984 8S UN) 

201-’ 


7 1 

68 


n 1 

II 0 

69 

Agrnultiiial l^oiirers luly 60 to 

I.OW 

1 < 

0 ' 

1 1 

12 1 

19 1 

7 1 

12 

lune 61 100 









Money and Hanking 


latest 



Variation (per cent in brackets) 



Unit 

fortnight 

Ovei 

Ostr 

Over 







28 1 93 

last 

1 asi 

March 11, 








Month 

Year 

1991 

1992 91 1991 92 

1990 91 

1989 90 

Money Supply (M,) 

Rs cioie 

1,80,149 

1,016 

46,061 

P.981 

46,116 

49,160 

34.486 

17,457 



(0 8) 

(<18) 

f'O) 

(14 7) 

(18 1) 

(14 9) 

(19 4) 

Net Banli C ledit to (’■osernnienl Srctoi 

Ks ciore 

1,88,012 

2 271 

20 181 

11,818 

16.274 

24.189 

21,048 

20,676 

Bank ( redit lo ( ommeiiial Sectoi 

Ks crore 

2,20.711 

171 

24,116 

4,614 

24,189 

24,171 

21,441 

21,822 

Net Foreign 1 xcli Assets of Banking Sector 

Rs ciore 

24,128 

1,190 

1,214 

792 

6,1 IS 

10,098 

1,915 

149 

Deposits of Scheduled ( oinniersial Banks 

Rs crore 

2,76.412 

1,708 

16,411 

9,101 

16,189 

18,217 

25.581 

26,809 



(0 6) 

fl12) 

f11) 

(15 8) 

(19 8) 

(ini 

(191) 

Advantes ot Scheduled ( omniercial Banks 

Rs cioic 

1,16,168 

611 

22,799 

1 114 

21,462 

9,291 

14,848 

16.714 



1 atest 
Week 

18 6 1991 

<0 4) 

tri) 

(14) 

(?0 1) 

(8 0) 

(14 6) 

(19 8) 

Foreign Ixchange Assets (excluding gold) 

Rs crore 

19.982 

1,081 

6,029 

214 

1,181 

10.221 

1,181 

795 

US $ inn 

6.101 

4(X1 

811 

16? 

746 

1,181 

1,117 

854 

Index NumlxTn of induhtrial 


latest 








Pnitlurtion 

Weight 

Month 

Averages for* 

Variation (per cent) 


(1980 81 KXI) 


(1 eh 91) I9«>2 91 1991 92 1991 92 1990 91 1989 90 1988 89 

1987 88 

Oeneial Index 

1000 

220 8 

211 6 

2 1 207 2 0 2 

86 

87 

7 1 

Mining and Quart sing 

If S 

2410 

218 8 

09 2 

16 8 0 9 

6 1 

79 

1 8 

Manufacturing 

77 1 

2101 

202 1 

18 198 7 1 4 

86 

87 

>9 

t Icciricily 

II 4 

2701 

267 4 

49 2 

110 8 7 

10 8 

95 

77 

Basic Indust lies 

19 4 





1 8 

14 

9 9 

56 

( apital (loods Indust ties 

16 4 





174 

>2 4 

7 0 

11 9 

liiterniediaie ChkxIs liidustiiis 

20 S 





61 

4 1 

11 1 

48 

( onsiinier Cioods Indiistiies 

216 





10 4 

6 1 

42 

61 

Durahli fioods 

26 





14 8 

1 7 

1?() 

78 

Non Duidhic (KtrHls 

21 0 





94 

7 1 

2 1 

6 2 

i‘on‘i):n InMl** 

1 'nil 

1 ale s t 
Month 
tMan h 

( unnilaiivi 

L lOI* 









91) 

1992 91 1 

9‘>1 9'' 

1992 91 

1991 92 I99Q 91 

1989 90 

1988 89 

F x|iuit 

R' CIOIC 

6,086 

11 111 

44 042 

11,111 

44,042 

32,511 

27.681 

20,212 





(21 I) 

(11 1) 

(P6) 

(16 8) 

(291) 

Impoii 

Rs cron 

1,421 

62 921 

47,811 

62,921 

47,811 

41,191 

11,416 

28.215 




(11 1> 

(10 8) 

(220) 

(21 4) 

(26 9) 

llalai'ct of Iradr 

R' cion 

1 661 

9,172 

1809 

9,172 

1,809 

10,640 

7,711 

8,001 

isiiipioy ment F xchanigr Stalisto'’ 


1 atest 

C uniulllisc lot* 






1 lilt 

Month 
(Dec 92) 

191)2 

1991 

1992 

1991 

1990 

1989 

1988 


Nuinhci of Aptiliianls on 1 isc Kcgistci 

1 hoiisa'id 

16,7S9 

16 '19 

16,100 

16,719 

16,100 

14 612 

12 776 

10,05P 

NuniU‘i ot Kciiistiaiions 

I housand 

197 

1 102 

6 218 

1,102 

6,218 

6,141 

6,176 

1,961 

Niinibei ot Vacamics Notified 

1 housand 

40 

421 

460 

421 

460 

490 

599 

144 

Numhei of PI.«i.eini nts 

I housand 

2f 

240 

214 

240 

214 

266 

289 

110 

National Inroiue 

Unit 

1992 91 

1991 92 

1990-91 

1989 90 

1988 89 

1987 88 

1986 87 

1981 86 

(■loss Domestii. Pioduct (curiiii' [irices) 

Rs CIOIC 



1 10,899 

2 94 761 

2 60,01 : 

2,11,799 

2,(»,111 

1,86,723 

tiioss IFoniestic I’rodust (1980 81 t'lcis) 

Rs croic 

2,21.168 

2 12,116 

1 88 (K)9 

1,70.201 

1,61,271 

1,56,566 

1,50,411 

1,44,861 



(4 2) 

(1 21 







IVl ( apiia liKonii (1980 81 pricist 

Ru|k'is 

2.222 

2.174 

2 (k')9 

1 902 

1 871 

1,844 

1,811 

1,790 


(2 2) 

( 1 1) 








* lip U) iht IdliM nuinth loi llii .v’Jr .iiid loi vimespondiiit' petiod 'jM vtar Not avjdahk 

\(Hfs (I) Su|>cr'iLiipl numt.ial di'nolcs month to whuh litiiii lelairv eg supeiscript' indiialt'' that the figure !■> tor Unitary and so on 
(') I igiiies in titai.kel<i denote peiieiuage sanations osei the eontpaiabk period of the piesious sear 
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RANDOM REFLECTIONS 


Power Generation, Foreign Investors 
and Money Market Brokers 

A run Ghosh 

Money can be borrowed in Dubai at 8 per cent. If one can ^et a 
government-guaranteed return of 16 per cent iii foreign exc hange after 
a wait of just two years, one would be a stupid financier not to go flat 
out to get the necessary papers signed quickly. Who knows, Narasindia 
Rao may lose his job, and a new prime minister max have other ideas 
on how to stimulate investment in the power sector. 


THOUGl 1 llic st(.>ry is general ly well knt'wn, 
it needs to be repeated. Ihc government of 
India has decided that in the interest of 
‘stabilisation’, investment (even on the 
infrastructure) is to be cut heavily ’Ilic 
finance minister acknowicdgcil as much 
when he cut the total capital outlay in the 
1993-04 union budget to less than it was in 
1992-93. 

And so, in the power sector, N K P Salve 
has no choice but to welcome private for¬ 
eign investment. But welcome is not the 
word; foreign investors arc to be ‘lured’ 
into the power generation .sector with easy 
and luscious pickings-icims which are so 
absurd that it is a wonder that there is no 
outcry among members of parliament, 
even from the ruling (Tongress party, against 
what i.s going on. 

One had earlier heard that the govern¬ 
ment would guarantee a (tax-free>return of 
16 per cent on foreign investment in the 
power-generation sector. The absurdity of 
this offer becomes patent from the fact that 
most State Electricity Boards (SEBs) are 
heavily in the red not because they are 
necessarily inefficient—some of them are 
inefficient, but not all-but liccausc the 
tariff charged from both the agriculture 
sector and domestic consumers is heavily 
subsidised. There is the additional prob¬ 
lem of ‘theft’ of power, which is in part a 
result of the increasing corruption of the 
body politic in the country. ‘And, since the 
distrihuiion of power continues to lie the 
responsibility of the SHBs, any guarantee 
of a minimum profit to foreign invcstois 
implies that either the SEBs are pushed 
deeper into the red or the government gi ves 
a subsidy. Again, since the word subsidy 
is anathema to the World Uank-and in any 
case, the union government has to cut down 
on subsidies granted to icduce its own 
deficit—the SEHs will be required to pay 
higher charge for the power they may tie 
forced to buy from the foreign investors. 


and thereby incui gi eater losses. They will 
then be told that they, namely, public sec¬ 
tor enterprises in the state sector, arc get¬ 
ting increasingly more inefficient 

But all that is in the future. In the mean¬ 
time, there is a flurry of activity not l.ir 
away from the shoics of this country, in a 
country recently visited by the prime min¬ 
ister of India. Oman is to supply natural gas 
to India for which a pijicline would lie 
constructed for the required conveyance of 
natural gas. 

A highly rated |iower cnginccr-wliose 
name shall not be levealcd-wa.s rccciuly 
asked by .some financiers in Dubai to pic- 
piue a detailed project rc|iorl for the setting 
up of a gas-based .sujicr thermal ptiwer 
station in Tamil Nadu. 71ie parameters 
wcic laid down by the finuncicr.s The 
project was to cost Rs 4 crore per MW ol 
power capacity Yes that was l.iid down, 
when for a gas ba.scd fxiwer station to be 
set up in India today the cost should lie Ks 
1.5 crorc per MW of capacity. And the 
project wa-s to lie based initially on liquefied 
natural gas (l.NCJ) which involves very 
ex[icnxive tTans|K>ttation, in s|iecially built 
refrigerated vessels in which the liquefied 
gas is transported at extremely low tem¬ 
peratures. Never mind that the cost of the 
LN(.i would, in the event, lie very high; the 
centre would guarantee a return of 16 |x;r 
cent; and ENG costs can be easily ascer¬ 
tained, so that there cun be no questioning 
of jxiwcr generation costs. 

Why the l.NG, and why the per MW cost 
of Rs 4 crore? The Dubai financiers are 
quite candid with the renowned |x>wcr en¬ 
gineer. llic ccjuipmcnt co.sis need to tic 
heavily padded, ‘cuts’ of various kinds 
have to be passed on to politicians at the 
slate and central levels. And where there 
are commissions to be paid, a sizeable 
commission must of course lx; siphoned 
oft by the I inancier himself An agreement 
in principle has already iieen reached, what 


IS Wanted is a speedy I3PR by a renowned 
e.\pcrt to clinch the deal. 

Well, this particular gciillcman fxilitely 
declined a fairly luscious oflcr for the 
prepanitionof the required DPR. but doubt¬ 
less there will lie many oihci experts with 
slightly more llexililc consciences. And 
doubtless, the project would get approved 
s|>ccdily ihcieafter, anil the ncccssai'y guar¬ 
antees issued, fi II the pavmcnl of the 16per 
cent return on foreign investment. 

Again, the Dubai I inancier is quite can¬ 
did Money can l>c borrowed in Dubai at 8 
jicr cent If one can get a guaranteed return 
ol |6 (h-i cent altera wail cif two years, that 
IS a fairly neat pio[iosition A gas-based 
statu in can be consti ucicd and put on sti'cam 
in two years (A coal based ihcrmal station 
may take five years Iron) the commcnce- 
mciit ot investment to .start up. One has 
also to worry alx>ul linkages for coal sup¬ 
ply ) 'Die government is planning to im- 
p.irl natural gas via a pipeline. Natural gas 
can lie used only after the pqieline is ready, 
which al.so may lake a minimum of five 
years, andtlie pipelincmay not reach Tamil 
Nadu, and so, the govcrnincnt is prepared 
to allow the import of I NG in the interim; 
the government is anxious to see some 
large jxiwcr projects m the piivalc sector 
fructify quickly; and if Indians are shy, the 
financier in Dubai is not, he knows htiw to 
make a quick buck 

Even the two ycai waiting |Kriod is not 
really a cost; a pro|ecl which should cost 
Rs 1.5 crore per MW is going to cost Rs 4 
crore. per MW, and even after various 
commissions to be paid, there is a lot of 
money to be made imtncdialcly, while ‘uin- 
struction' is going on, liccause the agree¬ 
ment is for the construction of a ‘turn-key’ 
pio)ccl No equipment need Ik- procured in 
India, Indians are not ncccisary for the 
project except for some half-starved 
lamilians to do the actual physical con¬ 
struction work 

fbe stark tragedy is that the story is not a 
mude-upone; it is a true nuiTalion of events 
by the renowned power engineer 
wlMKlcclincd to prepare the required DI'R 
for submission to the IDBII who, inciden¬ 
tally, have licen ‘instructed’ to clear such 
protects for granting the rujiec funds re¬ 
quired cxfiediliously) And why blame the 
IDBI if N K 1‘Salvc and Manmohan Singh, 
Ixitwccn them, issue the necessary guaran¬ 
tees for repatriation of 16 per cent of the 
foreign investment, as return on capital (to 
lie reckoned in foreign exchange terms!)? 

It 1 can boiTow at 8 per cent and get a 
guaranteed 16pcr cent in foreign exchange. 
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I would be a stupid financier not to go Hat 
out to get all the necessary papers signed 
quickly. Who knows. Narasimha Rao may 
lose his job, and a new prime minister may 
have other ideas aKiut how to stimulate 
invcsfiticnt in the pf)wcr sestor Heller get 
the DPR prepared by a renowned expert, 
get all clear ance.s, and the necc.ssary guar¬ 
antees quickly, and (he financier sitting in 
Dubai IS really sitting pretty 

Meanwhile, it HI IliL is denied all orders 
for new equipment for the i>ower .sector, 
that is too baJ After all, the P.SHs arc by 
delinition inefficient, and should be 
privatised; Hllld, can t>e sold off to the 
Alsthi ini (or si >nie other foreign preda¬ 
tor. Ihat will give the erstwhile Hlir.l, 
some okIcis lor comixniciUs, the profits 
w<>uld of course ,ill tie siphoned off. HIIHI. 
costs and prices do not pistily a capital c<\t 
of Rs 4 ciorc pel MW, the costs need to be 
suitably padded up .SnpliisiicatCKl ‘hi-tecii’ 
coitqxinents (like instrunienlalion) will 
conic from abroad, at a suitable price 
Various commissions would have to be 
paid todiveisc aulhot iiics; and now, it is no 
longer only the centre, llic state govern¬ 
ments need to ap|>rovc ol the pro)eets, 
allow the land to lx: puieliased, agree to 
supply water and other elearunces and fa¬ 
cilities. ele.iraiice Ironi the cnviroanieiit 
angle ix'iitg one. 

'riic ‘leiit-.sceking’ aetivitics decried by 
the likes ot J.igdisli Hhagwuti. T N 
.Srinivasaii, Anne Krueger i7 <il are obvi 
ously possililc without the licensing .sys¬ 
tem; and the ■rent seeking’ proclivities of 
private investors may well turn out to Ix' 
greater than the pcUifoggmg pay-offs in 
hcrciil in the erstwhile, ‘itidiislnal licens¬ 
ing' sysicnl Hut ihen, those who today live 
in the land once eiiiiclied by the likes ot 
Jcflerson, limerson, Walt Whitiiian. be¬ 
lieve only in the market system. No matter 
that llie only uf^ralors in the maiket are 
either iliievc.s or kn.ive.s I'he market sys¬ 
tem 111 the Russi.iii l edci'alioii today has 
been toially taken over by the niatia; bul 
dial is < if no coii.sequciii e That tlic iiiai kcl 
is a aiouojx’ly-nioiiopsv.iiy, that the word 
‘clficieixy’ is u mc.inii!gles.s lerni-elfi- 
eieiiey in terms ol wh.il c iiteria''-docs not 
eoiieein the learned neoclassical econo- 
niisls Die Dubai fiiiancict is obviously 
cflicient: he knows how to make a I ,i.si buck 
w'iilioul taking any ri.sks. The con.Miliant 
engineer who refused a slice of this deli¬ 
cious jiic IS obviously an tneflicicnl guy in 
the niurkct scii.se ot the tcini. Hut at the end 
of it all. would wc have an clficicnl (sowei 
system'' 'Iliat answer should Ixi provided 
by exiXTts from the World Hank/ADH. 
who are obviously watching every action 
by the IDHl/ll't’l/K’ll'I, for. in the liiial 
analysts, escii these insinuiiuns c.in here¬ 


after function only on ifae basis of largesse 
from abroad. One knows what the World 
Hank answer is going to be. 

When a country cannot finance its own 
development, when a country has to keep 
borrowing even to service its past debts— 
which is aiiotlici way of de.scrihing tlie debt 
irap-wlicn a country loses its dignity and 
self resiled, it deserves tolx kicked aioiind. 
'llic- idea llial we should keep playing at this 
game can ap|xal to only two sets of people, 
those who are tiKi naive to rcali.sc what is 
going on, and those who have a flexible 
eonscieiiec and want to be in the swim for 
romc part ol the crumbs. 1-or after all, no 
country can be economically subjugated 
by I'orcigiiers-no matter how clevei they 
are-willioul umipradars from within the 
country. Aftei all, wc have a long history of 
Juicliunds and Mil Kasims (togive ciedii to 
Ixilh the major c'oniniuiiitics in India) 

Hut. witli capital costs ol (foreign assis- 
(ancc-bascd) (xiwer gcncia(ioii projects 
going up to Ks d cforc per MW, and with 
o|xralioiis on the basi.s of ini|X)rtcd I Nti, 
at what price would jxiwcr becoine avail¬ 
able (utterguaranteeing Ibixi cent icturn 
on iiiveslnieiit)'’ Would it lx Rs 2 SO (xt 
unit, give or lake a few percentage points’' 
A gas-based power station earl ul op¬ 
erate at .some. 4‘) per cent efficiency What 
Would lx the average crest of powei under 


t&c coniiitibni indicated i^vel Ah^, cut 
India ever liope to be internationally com¬ 
petitive with such costs of infrastructure? 

The surprising part of the story is that a 
large number of Congress MPs, and even 
many members of the union cabinet, know 
(he inherent dangers of the policies being 
pursued. And yet. they arc all silent specta¬ 
tors lo this sordid spectacle 

So the story needs lo be repealed again 
and again and again. May be, somewhere 
witliin the present government, s<5mclx:)dy’ s 
conscience would suddenly awaken. May 
be. Constant harping on this theme would 
divcil people's attention from the futile 
debate on efficiency in the public sector 
vis-a-vi.i die private sector. Our efficiency, 
our honesty, our integrity, would, at a 
personal level, be as wc make it; and de- 
ixndiiig on whether wc work in the public 
sector or the private sector, the 'cflicicncy' 
of t>ur enterprises would depend on our 
own efficiency. 

Bul docs that strike any chord today? 
Obviously, it d<xs not. Would (he obvious 
sight of this country Ixing literally raped 
and ravished by greedy, slimy, devious 
(and a( the same time) bullying iiUcrna- 
(lonal finance capital awaken in us the 
revulsion necessary to make us stand up 
and fight for our dignity and our rights? 
One has to Wait and sec. 


• documentary FILMIS '• 


Vidcocassettes of thtr following documentary films by Anand 
Palwardhan are now available for Rs 400/- each (inclusive of 
postage). Discount rates for bulk order arc available on enquiry. 
Please send cheques or demand drafts in the name of Anand 
Patwardhan, C/o Centre for Education and Documentation, 
3, Suleiman Chambers, 4, Battery Street (Behind Regal Cinema), 
Bombay 4(K) 0.39. Tel: 202 00 19 
The films are; 

1) Bombay Our City On the daily battle for survival of the 

slum dwellers of Bombay. (Awards; Special Jury Prize, Cinema du 
Reel, France. 1986; Best Documentary, India 1986; Filmfare Award, 
Bombay. India, 1986). 

2) In Memory of Friends (1990)-. On the legacy of Bhagat Singh and 
his relevance in the Punjab of today. (Awards; jury Prize Mannheim, 
Cicrmany, 1990; Silver Conch, Bombay, India, 1990; Best 
Investigative Documentary, India, 1990). 

3) In the Marne of God (Ram Ke Naam) (1992): On the growth of 

Hindu fundamentalism as exemplified in the Ayodhya Conflict. 
(Awards: Filmfare, Best Documentary 1992; EcumancialJury Prize, 
N,yon 1992; Critics Prize, Fricbourg 1992; National Awards Best 
investigative Documentary 1993)- ’ Available in Hindi or English 

subtitled versions (Please specify). 
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tiUMlHKNlAlfT 


The ^Muslim Problem’: A Perspective 

SudhIrSonalkar 


The somewhat brahminical secularism of the secular Hindus would wish 
the Muslims to adopt lock, stock and barrel the marriage between Hindu 
and western ideals that symbolises the life and life-style of this elite. 


TO talk of a ’Muslim problem' is objection¬ 
able in many ways. In the first place it almost 
smacks of a I Iinilu coinmunalist prejudice, 
where an entire community has somehow 
come to represent a ‘problem’ But even if 
one docs away with this dimension of it, 
there arc several things wrong with such an 
approach, not the least of them being the lack 
of homogeneity amongst mcmlscrs of the 
Muslim community, even amongst itselite. 
particulaily in post-independent India. 

A Tamil Muslim and a Keralite sliare 
probably little with a HI* Muslim or a 
Maharashtrian or (lUjarati Muslim In fact, 
even within a.state, diversity exists among 
regions. Then there are some differences in 
strata. There is one dimension that is differ 
entfrom the years immediately .ifter inde¬ 
pendence and today, however, and that is the 
coming tocentre-stage of Hindu communal- 
isl politics in the country, whereby the BJl’ 
and like-minded forces set the agenda, not so 
much for tlie nation, as for .secularists and 
Muslims. It !S probably more ciirrect to say 
minorities in general and Muslims in par¬ 
ticular but here wc are primarily concerned 
with Muslims and shall restrict ourselves to 
them. 

On the part of the Muslims, in addition to 
mmmunalisation undjxilai'isatii m of politics 
in India in the recent past, is the fact that they 
react wi t h some degree of hi 'njusgne i ly when 
it comes to their religion txsth on issues that 
arc local and issues with, international reper- 
cus.sions As wc shall see later on. this sense 
of belonging to a wider international com 
munity by no means points to Muslims being 
insufficiently patrioticorbeing anti-national 
'I'hcfactof the mattcris,however, tliat while 
over and above their heterogeneity, the Mus - 
lims have traditionally possessed a wider 
religious identity, a far more eclectic reli¬ 
gion like Hinduism is now attempting to 
imitate this and that too from the top. 

There is no need to reduce the problems the 
Muslims face, or the problems created by 
communalism in general to a purely eco¬ 
nomic set of causes in a mechanical cause 
and effect manner. However, to give the 
entire paradigm something of a historical 
base, a brief outline of the economic situa- 
tiem prevailing might help. 

lti.safact that capitalism did not come to 
India through an indigenous change, cither 
via the landlord to capitalist form ot the 
peasant to capitalist form. At least not to a 
substantial extent and at least not till the 


Brilishleft. 'llierewas instead, underBril- 
i.shrule.dcindustriali.viiionandimpovcnsli- 
ment 'Hie only cl asscs that rem ained weal thy 
from the older older lili partition and indc 
[lendence weie those that were loyal to the 
Britisli. a situation that changed ladis.illy 
thcrealtcr 

I'niike among the Hindus, there was no 
indigenous Muslim capitalist class lhatilc 
vcloped undet theBntish intoamcxiemone. 
rhosethatilul, migrated toI’akistaii in 
withthcexccptK'nol somctiuiarati spc.ik 
iiig Muslims in we.slciii India. I hcy loo did 
not go in foi -iKlustrialisation in a big way I'ui 
leinaincd largely in trade or extensions ol 
tl aditionalociupalii >ns In the countrysisle, 
the post- !nde|Knilenec landretorin. iiicoin- 
pleletlviugh'l may have been. im|x ivsrislied 
many a Muslim landlord more llioioughly 
than It did many ,1 1 iindu / arnindar This w.is 
particularly true of the M.u alhwada rcgi< in 
of the earlier Ni/.mi state of Hydcrab.id 
Ihis is more in the naluie ol a hvi’olhesis. 
Iiowever, and needs liiriherinvesiigation and 
verification 

IhcjKiintlocmph.isiseis thatdcindu.strialis 
aiion (throwing many an artisan out of work 
as it did), absence of a strong indusliial 
capitalist class, land reform, and finally 
active Hindu preiinhcc ha.s made the large 
mass ()f Ihe Muslin’ o iininunily an impovci - 
ished one. Tltis is further exacerbated by the 
absence of Ihe spiead of mtxlcrn education, 
particularly highei education, amongst 
them. Unlike thcdalitsol Maharashtra, who 
under the inspiration of Ambcdkar, actively 
Uhik to education and created a .si/cabk- 
middlecla.ss lhcMuslinisdidnoi.lt is not to 
be forgotten, however, that they were not 
aided by any reseivation clause after inile- 
pendenec unlike the dalils, and their repre¬ 
sentation in almost every field Ix'th in terms 
of employment in the public and private 
sectors and in other fielils. iiasdn ip()cddra.s- 
tical))', 

Toagreatextent, thenatureol the problem 
we are dealing with, is a post-partition prob 
lem "I'herc isnodoiibilhatthepre-partition 
Muslim elite look an extremely communal 
stand, forgetting that the call for Pakistan 
would actively work against the interests of 
their less privileged brethren. 

TIterc are a numlter of problems of the 
Muslim elite in the pre-partition days and 
when wc deal wilhMusIimcommunali.smin 
a more detailed fashion later, wc shall sec 


the role played by certain fairly dominant 
sections of the Indian national movement in 
exacerbating these problems. The problem 
remains, however, that the separatist de¬ 
mand for Pakistan was a blunder that the 
Muslims as a whole, particularly those in 
post-itulependenl India suffered from the 
most. And the rc.sptmsibility for this lies 
sijuarely with the Muslim elite, However, as 
wc have seen, the class character of the 
Muslim eiiie was such ih.it it shaped such an 
attitude iiuonsl'tjutmce. 

I’lU'tiiioii. dc-pite Nehru, (.iandhi, Maulana 
A/ad and other secular leaders, no doubt 
stiengtiiciicd I Iindu communalism inindia. 
I'hcreviiKii m .it Mahatma t iandhi’sassassi- 
II, ii loio iltcrcd a stn mg deterrent loan earlier 
ii'-c t( ■ 'eiiiiitenee’ on its j'.irton the national 
scene, .e- did ilic stauiicli secularism of 
Ncliiu 111 p.irii>.ul.u th.il, w/iili Ihe slogan of 
unity itolivci siiy attemptcil li u reatealalgely 
•MX ulai etliosloi posi-inJe|>cndeni India. 

Il isiinpoK.iiil to view the enure paradigm 
1 loss Iv, einpliaMsiiig, that ihepii: pailllion 
and post partition situations dilleied radi- 
s.illy. p.iitisiji.iiIs .IS l.u as ilie Muslims 
sss:ieci'iKsTiu-s! Willis' lietois’p.irtitioii,there 
was. hossvvei nnrcalistisally. 'iie promise of 
I’akisian to lo.ik lorss.iid to alter the two 
s 1 lonti les Ix’s .line nide|X’ndent and separate, 
I Ol t he m a I Ol 11 y o f 1 ru 1 1 an M i IS 1 1 m s 1 here was 
Old) ihe dis.istei born oul of a phenomenal 
blunslei lobe lacssl 

I hose, p.iitis'ul.irly amongst llie Sangli 
p.ii iv.ii sshoci)U.ilc thcsiiuritioiibs’forepar- 
tilioii aiisl atici, h.ivc only I he mischievous 
aiiiiol s renting thclx'gey ol another pal tition 
amifiagmcnt.illollo! thccountiy lliisiimc 
around It IS solely 1 Iindu soinmuiialism that 
issre.iling tticlciisji ms and riots and sprcasl- 
iiig h.ilivsl .ind pit’iudicc .md. in .iddilion, 
ncithei arclhcMiisliiiis asking lorpanilion, 
iioi IS It possililc svcii in llisir rniiids, dial 
slich a paitilioiis.iiiconic .ilvml, 

Hic impovenshmenl of die Muslim com¬ 
munity wc talked ol earlier, and the migra¬ 
tions caiiss’sl by partition have also left the 
Muslims sorntnunil) la'-gcly leadi-rless.’Ihis 
goes ,1 long way in their li.ivingbeen unable 
loeffcs tivel) organise to pul forward their 
real gricvaiKos 

I'herc IS a facloi to be <iddcd liere that 
needs ssimelhing ol a ktioivl-cdge ol the cn- 
liglilened Muslim viesspoint I'l lx* able lo 
discern Ihesaiiscs Ix-hind this aliysmal lack 
ofrc.il leadersliipof llieMuslimsommunity. 
Hus IS the tecling amongst Muslim.s in 
general, both motlcrii and orth' idi ix, that the 
secular Hindu elite too is prejudiced in its 
own way against (he Muslim community and 
this prevents the rise i >f a genuinely secular 
ethos in India 

One I if die reas< m.s Ixhind thi.s .substantially 
ju.ft C.omymind) accusation of Muslims is 
tliat secular 1 lindus are d‘ >minated by, if not 
almost win dly represented by, Ixilh in terms 
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erf Aetr vocaliteiis and teadeinhip, members 
of upper caste ctanmunities This rather 
brahminical secularism as I shall call it. has 
the peculiar notion behind it of considcnnjt 
the marriage lictwccn Hindu and western 
ideals that symbolises the life and lifc-sty le 
of thiselite as one that,c«iisc iisusly orunu>n- 
sciously, they would wish the Muslims to 
adopt lock, sUKk, and barrel 
One Pakistani leftist joumalist has even 
accused some Indian i. ommunists ot retain 
mg their Hindu identity Itciore reacting to 
such an acsiis.iiinn out ot hand we ina> do 
welI to 1< X ik at out sel ves c liiseiy and uncover 
dietiuth<it the rn.ittei When wclixik lalei at 
thefai I that in fsist inde|>eiidciil India Mus 
lim intcilciluals live in a Hindu ethos lull 
Hindu intelleclu iKdonot live in a Muslim 
ethos we shall t>e able to lathom sorm 
dimensionsi ■! this |)i<>blem 

Ml S! IM (ikll VSM 1 s 

Wc t.dked ol llic itdl t:iii.v.tiHes ol the 
Muslims Wh.iiex.Kils .iielhev indhowaic 
they dilteieiil Ironi iiiiagin.iis gnesaiicis 
and what should lieilone .iIhuiI them ' Syed 
ShalMbuddin ol late has come out with a 
mimtKl ol sl.ilisin sol the active and delii> 
crate or passive but actual disciiniination 
against Muslims in many III Ids Somcoi ihe 
figures given by him and othcis will m.ikc 
many a conscious Indian ot Hindu oi non 
Muslim Ol igi II sii up and 1 h ink senousl v and 
see how invisible the red/ 'Muslim pioblcrn' 
has been made l>y boll) ihe iiiainstieam 
intellectuals, media and politic i.ins as well 
as by the Sangii paii\.ii vaiiety ot people 
In the delciK e sei vie cs. savs Mom Shakii 
the rcpteseni.it ion ol Muslims .il Ihe I line ot 
partition was ^2 pel cent and had now gone 
down to 2 pel ceni ShahatiudJin gives the 
samcpciccniage, 2 pel cent, tor the employ 
ment in the piitdic and pi i v ale sectois Abiil 
Hasan All Nadvi sl.ites ih.il Iroiii l‘Mii to 
10^? only till ecMuslinis weiebiken into the 
Delhi police loue .Stalistns only lielp 
concretise a tcMlily dieply Ic II and e\|H ti 
cnccd am> Mig Muslims 
Musluns I in J it dil lie ull not i mly togc t |i ibs 
but even ac commoclalion. oi loaciiuiiepiop 
ertv in Hindu aie.is With the lommunalis 
ation ol the atmosphere in tlir country this 
now incieasingly applies to the mote 
wesleiniseci and well to do amongst them 
tixi I am stressing Ihe c’conomic grievances 
here We shall gi > into the cullui ui gi icv anecs 
and the Iliiiduisalion ol education a little 
later I am heic not touching u|vin the latest 
gnevance, thedcmohtioiiol lhenabiimas)id 
'llic bict ol the matter is, howevci, that in 
spitcol such rampant [xivcrly and such sen 
uus problems oi an economic nature. Ihe 
Muslim c t immunity have virtually ncvcTlxxn 
orgamsedby its leadeishipon these issues It 
IS only cultural grievances, both real and 
imaginary, that seem topsyc holt igically move 


the Muslims. 

A third form of grievance, which we shall 
lordt at again shortly is the partisan behaviour 
ol the police, purticuldily at times of a 
ctimmunal ritits Almost always they suffer 
more at the hands of the police al ter a not and 
almost always many of Ihe real culprits go 
scot free Hus grievance Uki isnotwothoui 
considerable sulistance 

And in fait the nodal points that both 
inci case and exai ct bate their grtevanc es < in 
I he (inc ham) and [x i|arises them further 1 1 om 
t he 11 1 ntl u t om m un 1 1 y t in the III liei .tre 11 im 
niunal riots foday anti Muslim iiols tie 
becoming viilual anti Muslim pogioin but 
even e.tiliei allei p.irlitioii the grc.ilei sul 
feieis were alw tv the Muslims Hic svs 
lem.ilic hiintini’ ik'wnot vie lim < indalUic k 
mg them while il might h.ive lietoriie lai 
moiechillingh oiganisednow wis.ilw i\, 
a l.icl lo h< ici koned with ti r the Muslims 
llu s I m pi IC s IX it Ink 1 1 Ix'i .itc 1 lit t lit on I he p<ii I 
I'I llu l.in.tlic lliiuliiiioieis ,ind l.ic it sup(xirt 
Iromai least iccctionol the Hindu |v puli 
lion WithlheSinghpaiiv.il luling hieh it 
would indeed lx stiaiigc il Ihc Miisliins is 
acommunils lixliv were noi mcxticincK 
won led II ii 

What h.ipixns allci <i n il ' Ihc con idci 
able loss ol lile dim.igc to pio|xily uid 
distupl IIIII< i| the I.ibi Ic sol hV itig ap II I Illsy 
bicedisciimm.iloiv licatmeni liiiin Ihc po 
lice an aiiesled itl him bi.ilcii up and 
many Hindu giHius they know to lx bcdiiiui 
the iiols go scot lice Ihis incie.ises ihe 
sense ol msec mils olthe Muslims All ihi 
leads to ghelloisation ol Ihe comiiiuiiitv 
I here have been duiiiig all the conunun.il 
■ lots, inslances ol humarutatian btaveis 
wheie memix'is oi one commumtv h.oe 
helix'd Ihc hapless vie tuns ot anolhei ip Ihc 
t.ice ol a rampaging molt Altei a while 
though this piotc'ctioii seems in idixpi.iic 
.uidthcMus!inismp.uticul.u icniltomigialc 
ioma|uiily Muslim tiHaiilics AndMiiceby 
.ind I.II ge Ihc cl unmunity is (vx>r thisle.ids ti > 
the ciealionot ghetto incri.ising|xi|,up. ilion 
aiicli omniun.d ti risiiin 

Wha* ISC veil moii hoirifytngand woirving 
IS ih.it m (he l.ice ol the delcimiiicd .am 
paignbv the\HI’ RSS Ha|iaiigl)al etc to 
spread the|X)isi in ot ci unmunal haiicil u ven 
tolerant Hindus vci rover to the side ol the 
I omniimal eli men's Ihis hap|x‘nrd i> <i m 
statue in Aytxihv.i wheie when ihc kar 
see .iks were gatheicd loclcmi >hsh the m< isijuc 
they weregivenaccuiatcinloimatiori ilxiut 
Muslim houses and tamilies by Ihe hxal 
Hindu txipulalionhetorcthekai sev.iks went 
onaranipageol killing. Iixiiing buininfrand 
demolition 1 ailiei Ihc s<imc Hindus o| 
AyiHihya had deplmed the plan to build a 
K.im fmplc al thesiteol tliemosque and had 
said that the jiroblcns between Hindus .ii?d 
Muslims Wv ociiliielv thecreali m ot i>al 
sideisand thalin AyixJhyani1 1 lindu Muslim 
tension existed Ihis son ot change In atli 


tude IS the real basis of the growth of com¬ 
munal organisations Tbepioustumcommu- 
nal in such an atmosphere, or tend to. 

Wc talked of the economic grievances of 
the Muslims, and pointed out that often their 
cultural grievances, real or imaginary-over 
the I ampaign to change the personal law, 
(he question of banning .Salman Rushdie's 
Sutunic Verses, etc,-would be the less im- 
poitant ones, are more potent material for 
Ihe III gapisalion of the Muslim community 
than the leal day today grievances in living 
W by IS this so’ 

Oiieot Ihe mam reasons, according to this 
wiiiei IS the crisis of identity that Indian 
Muslims l.u ed allcr independence and pai 
tilion Hide has Ix'en nodouht coiisidei 
ihic nimluicalionotculluieinpost indcgen 
Uni Iiidi.1 and the com|xisiteculture ot he 
past has Ik ell latgcly set aside Hie Sangli 
pal IV.11 IS now setting .ihoul wiping out the 
hoi' IX ot Indi.t allc't (he .titival of Islam in 
thiscoiintiy .tndtiymg toietuininawholly 
dl^tolteclw.ly loaptc Muslim notion ot the 
Indian n.ilion state and cultuie In these 
ciicum<l.uKcs, It IS small wondei thal the 
Mudiin> led that then identity is Ix-ing 
sw.iinpcd "ii-y. as a result stick more 
dusdy tluinevci loit andcrc tie indexacei 
ball thill pioblims 111 iiide|X’ndent India 
luitlld iii.itiiiKaiuvil tlgh lei VICIOUS! ilcle 
ol w hu hthev ,iie lliegrcalci sulfeieishut all 
bidi t loses llowcvd in lliis coiincitii<n I 
would like lo lelli'il .1 bitic on Ihe much 
.ilni.id loiiiipt ol len.iissanic thal is so 
niis.ised bx Ihc lliiuln lornmunalists and 
wlmlineeilstotx luitliii expliialed 

Ihc Hernial iciiussanic thatixiuiied in 
llu 1‘hh.uKl ‘’Olliientiiiiisw isiiiesscine i 
I bndu leiiaissancc Audits locus whethci 
It. pailidpaiits, liom Kam Mohun Roy to 
Sityaiil Kay, weie iiuial memlx’isiM not 
w 1 % the Hialimo Sama| and the ethos it 
ciealed among the iiilightened Hengali 
bhidrdok.. oiuiniinits bsiKsemi ddiaiac 
ii'i was the tusionot seleit asjK’ilsof west 
eiii liheial idias ,ind silectelimenlsdcnved 
tiomilmducultuic toiieateaJistinctly new 
ithos 1 v< n Vivikananda whom Ihe leviv 
alisis I bum as iht ii i iwn uxlay. icprescnted 
a similar mtira.tion Ihe Hindu rcviv.ihsl 
ctfoit UHbiy which (lies to imitate what it 
[Kncivcs as the moiiolithiincss ol Islam, 
ess< ntully hules hienitchy. mcquality and 
elitism undci the g.tibof a|K>pulistionscn 
sus 

Hie renaiss incc was, no doubt to a great 
extent a miildle dass ol ‘babu’ aftair. but 
p.iiiiiul.ulv will) the coming ol Tagore, it 
gave Hengal an identity even Bangladesh 
today moil* Ol less accepts as its own Hie 
most im|X)itaiil points to emphasise how- 
evei I. (gainst the revivalists' usurpalionol 
the wold lenaissancc, aie that on the one 
hand it wanted to iclorm Hinduism as well 
as lake I lom it only cci tain select aspects of 
a humantiaiian natuie and on the other, it 
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iBiequivoeauy. 

HiU much it undeniable and no secularist 
will flinch from it However, what is forgot¬ 
ten is that in a slightly overlapping and 
slightly later period, in other parts of the 
country something of anlslamic renaissance 
also took piace which is as much the heritage 
of India as the Bengal Hindu renaissance 
was. And just as the vehicle of the Bengal 
renaissance was the Bengali language, the 
vehicle of the Islamic renaissance was 
largely Urdu. Many an Islamic intellectual 
in the 2 ()th century was attracted to the left 
This particularly increased aflerthc Russian 
revolution and Muslims were well repre¬ 
sented in the Indian communist movement. 
Eveniqbal, astrtmgly orthodox Muslim who 
deplored the ungodliness of the communists 
and who rather made little of nationalism, 
was attracted by the Bolshevik revolution. 
But in any ca.se, Iqbal or no Iqbal, this 
tradition continued and some fine literature 
was produced m I Irdu that dcmon.strated the 
influence of the left on the Muslim mind. 
Names like Ismat Chugtai and Sadat Hasan 
Munto come easily to mind, but there were 
sevo'al others * 

If the Hindu renaissance was a Bengali 
affair, withCalcuttaas iLsf()cus,lhcIslamic 
renaissance, though ali-Indi.i in character, 
found a particularly friendly home in 
Bfxnbay. ITiis led later with the helpof IITA 
to the great pndiferalion of artists in every 
aspect of film production in the Hindi film 
industry, despite the largely lumpen nature 
of its finance which has led to aralhcrmurky 
state of iiffains today. 'Hie trouble is even 
when it is appreciated and acknowledged, 
theJeftlsiamiccharacterofthisrenaissanie 
is denied and Urdu in any ca.se i.s not only 
givcti stepmotherly treatment, but virtually 
is in danger of being stamped out in the land 
of its birth. But more of that later. 

What is perhaps more impor tant to real isc, 
is that when we talk of unity within diversity, 
this particular kind of interaction of Islam 
and tlie left is unique to India. In Afghanistan 
in recent years, communist ideology was 
imposed till it was overthrown. In the Soviet 
Muslim Republics, Ihougli more successful, 
communist ideology cannot boast of ha ving 
interacted with Islam. Elsewhere the two 
are at loggerheads. InTurkey earlier, Kcmal 
Ataturk embraced liberal and not leftist ide¬ 
ology. 

MUSUM COMMl!N.\IJSM 

We talked of Muslim communalism 
earlim'.What exactly docs this consist of in 
post-independent India? And what were (he 
factms other than the demand for partition 
that gave rise to it before independence? 
There are various Muslim organisations in 
post-independent India that may or may not 
have been in existence before that arc ac- 


A vety Drm looKsttoBieMineBi wuioeip 
us both to identify uHlijch of thescorganisati- 
ons are really communal and wbat is the 
exact nature of post-independent Muslim 
communalism in India. 

First of al I there is even iwwthe very active 
nun-political organisation of Muslims. 
Tahlighi Jamaat. It exhorts Muslims to lie 
pious, but also advocates a certain co exist¬ 
ence with other religions Its real encmic.s 
arcmcxiemity and ungodliness. Thu.s while il 
is not secular, while i! hinders (he 
moilernisationoflhc Muslim comniuniiy, ii 
is not communal Its role does not imagincon 
the concept of nationality cilhci I his 
organisation is gn,wing m strength due toils 
non-politicalor pure’ religiosity 

Tile Jamaat-e-lslami is similaily against 
modernity. It is political and represents, in 
its own words, "The Islamic traditional an¬ 
swer to the mcxlern ideological challenge 
bolhofcommuni.smandlllK•r,^li.^m" While 
mainly rooted in the midille class, it is fiiul 
ing wider roots ThcJaniaat-e-lsIaini s|x;lls 
out the tragedy of the post •partition Muslim 
elite and itslcadershipoverthcconimuiiily 
Unable toci imc ti > terms with m< ulcm pol i U 
caKorces likcdemiKTacy and Mvialism, its 
ostrich-like altitude, when faced with Hindu 
communalism. necessarily turns il also willy 
nilly inacomniunalist dirccUon. 

'Hie Muslim League after partition decided 
ti 1 devote its allentii>n to ‘'the promotion i >f 
religious,cultural and economic intcrcstsof 
the Muslimsof the Union”. 'Hius while its 
role in independent India is quite different 
from its earlier role, i e, it is definitely not 
calling foranother partition of the country. 
Its pro-partition past hangs like a ghost over 
It and forces iKKcasionally in a communal 
direction. 

I Inlikc (he above twois ililicalorganisalii >ns. 
which are ambiguous creatures, the Jamaat- 
Ulma-c-Hind talks of a ‘Muslim national 
ism’. This gets it into a trap and it is m 
general more backward-looking than even 
the Jamaat-e-Islami 

'Ilic Majlis-c-Mushawarat i.s a federation 
ofmany Muslim organisatK ns including .si me 
of the above. Its looseness dixis not pn impt it 
to be communal, but since it was formed in 
response to the frequently occurring com 
munal riots, it is c( instantly i nvol ved in tricky 
questions and fails to avail of many of the 
democratic possibilities in India. But it is 
largely adcfcasiveorganisation and mit ci im ■ 
munal. 

Much of the growth of communalism in 
these organisations, to the degree that it 
exists, however is a result of the increasing 
militancy of Hindu communalism. And as 
Syed Shahabuddin points out, Mu.slim com¬ 
munalism is not chauvinism, since il docs 
not say "we arc the country, you arc not the 
country". Nevertheless, itcannot he denied 
that essentially the anli-mf\lernisi view of 


vicioiui evcieoTCommunatpofansaiion. 

But ill the fact of Hindu fanaticism, par¬ 
ticularly today, when dialogue has ceased, 
what are Muslims todo? It is unfortunate tliat 
the Muslims who stayed on in India-and 
tlicy are the large maj«»ity-did not adequately 
heed Maulana Azad’s exhortation to them 
to join secular organisations in a big way. 
Toilay this view may change, buteven secu¬ 
lar politicians and intellectuals have lostudy 
111 depth the problcmsof the Mu.siims sympa- 
thctically and not bcci'mcdefensi vc towaids 
•- harges 111 minonlyisni 

Liven though the pre-partition and |xi.sl- 
|Miiiiioti M'cnanos are different, there is 
sonieeontiiuiity and in this it .should lie noted 
that even Ix-lore indejx;ndetiec, the Hindu 
(.h.iuvinisi group.s were active 'Hicy infil¬ 
trated the naliim.ilist movement in abig way 
particularly during the Mahatma’s tempo 
rary wiihdiawal from ac tive |xihticsandlhe 
lormationof the Swaraj Party undcrMotilal 
Neliru and its mliltrution by the Hindu 
Maltasaiiha In fac t it is definitely to some 
extent the incTcMsing pressure of the Hindu 
gioup within the Congress that ultimately 
forc ed .linnah to abandon a united struggle 
and opt tot Pakistan 

We talked briefly of some ol the Muslim 
organisations 'Hieoihei .>s|x;et a[iarl fiom 
their aveision to iiKHlernily, is '.lie need to 
sill vive in post partition India In this they 
ha ve c lx iscn to a 11 y wi I h one par ty or MIX It her. 
and It is a f.ict that despite tlie much cleaner 
rec< ird of the lei 1 1 m the quest ic m o( secular 
ism vs communalism. they have largely 
ehosen to ally with ihcCongiess 

'Ilie reason is ixil l.ii to seek While the 
secular char.icter ol tlie Congress was al¬ 
ways ambiguous, and though it h.is now 
virtually abandoned it, it is also Hue that 
iiiiprincipleci allianecs by secular lorces in 
the past on the basis ol a blind anti 
('ongressism have helped largely in letting 
the HJP type forces eome out ol the ghetto 
into which they had Ivetl l< 'iceil. When faced 
with a elioice where seculai [i.uties were 
allied willi Hindu revivalists (at least 
electorally) on the <iiie hand and the Ciin¬ 
gress c in the I 'Ihci .the Muslims have gener 
ally clu wen the ('i ingress 'I i nlay the tlx lice 
IS even glimmer, with the ('ongress losing 
even its marginal commitriient to secular¬ 
ism- 

If the Muslims lail and the elite particu¬ 
larly so in not giving niodernisaiion any 
i(Mim, if they re.sorl to pragmatism in terms 
of their political participation in the c'l luntry’s 
derntx-ialic process even so the sense of 
bnilherhrKxIol Muslims that they share with 
other Muslims the world over is not anti¬ 
national. 

I.CI me clarily. In practical terms, the 
Indian Muslims in large numlicrs arc hardly 
likely to indulge in acts lliut arc against the 
nation's iritcicsts, Compari.sr ms with Sikhs 
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at»iBi»]didl»g. TbekiiUJ of tetrafim that 
developed among the Sikhs and nutkms of a 
separatist nationalism has bcluiui it the 
green revolution, the emergence < >f a kulak 
and entrepreneur class, a c(>niigu(jus terri¬ 
tory and some cussedness on the language 
question on the part of Punjabi Hindus. 

Many of these factors are not relevant lor 
thcMuslims 'lliey arc largely poor, they do 
not live in concentration in a icgion, and 
while they face more than linguistic cussed- 
nc.ss from the Hindus, are by .md large 
helpless to do anything about it, except, in 
practical terms, with the help of secular 
minded I lindus Kashmir is a separate issue 
and not discussed here and Muslim leminsm 
like the Ixinih blasts in Ih mihuy is necessar¬ 
ily at leas! partly inijxirted 

We shall nowtumour attention to stme of 
the cultural grievance.s of the Muslims that 
have a real ha.sis m actual conditions and are 
quite separate from more obscurantist de¬ 
mands. 

Wc said right in the beginning that there is. 
in fact, a lack of homi>gencity among Mus¬ 
lims. '11iis is not only regional but also 
according toclass and strata, i-iven so. I hdu 
and its preservation and development are 
crucial and central to the cultural grievances 
of the Muslims. It is the one monumental 
cultural prrxluct of Hindu-Mushm cultural 
cross-fertilisation and even if it is more close 
to the hearts of the elite, it is important 
indirectly and directly for the large m ass of 
the people also. In I IP, Rihar and areas of the 
former Nizam stale of Hyderabad this is 
particularly so. The objection to Urdu is 
really odd. It is a rich language and is spoken 
nowhere in the world except in the Indian 
subcontinent. In factotlicrInJian languages 
like Marathi loo have imbibed a large num¬ 
ber of Arabic and Persian words. Tliis is 
healthy and except for some mindless 
fanatics who want to remove these words 
which are in common usage from Marathi, 
no one objects to their presence. Then why 
object to Urdu, which also draws lv>th from 
Sanskritic origins on the one hand and Arabic 
and Persian origin.son the other? 

The drive forSanskrilisation of Indian lan¬ 
guages including Hindi is somewhere re¬ 
lated to the notion of contamination that 
exists in the caste system. Only the Sanskrit- 
derived. like the brahmin, is pure and allelse 
is contamination of the essence of the lan¬ 
guage. If such an attitude had been adopted 
by Ihepunditsof l-nglish, one wonders what 
the total vcsjabulary of Fnglish today wouKi 
be—onc-fifticih its prc.scnl size ! 

And apart from a hrahminical intolerance 
in general, there is more specific discrimi¬ 
nation and more virulent opp< isilion to any¬ 
thing that is even remotely connected to 
Islam in the minds of the Hindu fanatics ihe 
unfortunate thing is that they have had their 
way to aconsidcrahlc extent on this quest ion. 
It is still not t(K) late to reverse the trend 


bowem, iuid ffaeqaettion iWeof Urdu 

ifaould be one the top priorittet t^Mcular- 

ists. 

Tllc .second is.suc, and one wliich arouses 
even more passion (in both sides is the issue 
of Aligarh Muslim I Inivcisily and its minor¬ 
ity status One of the reasons for this is 
historical Hie demand lot and the concept 
of Pakistan emerged first in Aligarh. Hie 
lirst ideologues of partition were ft oin there. 
Yet It must be undersUxxl. as in the question 
of Muslims in general and Muslim commu- 
nalism as we saw earlier, the situation 
licfore and after partition is completely 
dilfercnt 

Anti -modernity. anti-u>mmumsm and anti- 
libcralism arc the banc of the Muslim com¬ 
munity in general in recent tunes. This af 
fects Aligarh too. The renowned communist 
h isti irian Irl an 1 labib suffered at I he hands of 
Muslim communalisis in Aligarh. 

Yet this IS not the only face of Aligarh. 
Mixlcrn subjects andmodcriuhsciplincs uie 
very much taught there. Also many a scholar 
there devoutly wants to prove that Islam 
contributed to Indian culture Also, in the 
face of the treatment meted < nit to I Irdu, or 
as wc .shall sixsn .ncc, the Hiriduisalion of 
texts, (larticularly history textlxKiks, a haven 
for the Muslim point of view is a natuial 
reactu >n. T he al ternul i ve to having a cont in 
ued existence of a minority univcr.sity in the 
country is to give Islam and the culture born 
out of the interaction with Islam its rightful 
place in our nutii mal life. 

It is also to be wondered as to who really 
suffers fn nn the anti-nu Klernisni of tlic Mus 
lim elite. Surely the Muslims themselves, 
not the Hindus by any means'' Ihc attitude if 
anything should be- one of sympathy The 
notion that it is athreat to Hindu inlere.sis is 
pure fascism Ltui even that is not the [xiint 
A.swe shall stress later, it isiinpirtanl toslop 
trying to live in pre-Muslim India il wc arc 
to create a truly secular and Indian stale, 
culture and society. 

The third grievance and one that is actually 
the basis of a sort of communal conscious- 
ne.ss is what we have done l.i our history 
lexilxK>ks in particular, and even more par¬ 
ticularly so, in schools. 

Moin Shakir in his btark Minliiiu in Free 
India, has givensufricientevideiiv^ that txalh 
in history and general language lextbcxrks, 
not on ly is a isn >-1 lindti mythology education 
given but anli-I.slamic .sentiments are ac¬ 
tively attempted to be cultivated. There is 
little chance of young children exposed to 
such education growing up into scicularadults. 
And given the prevalent communal atmo¬ 
sphere, and the level of literacy, where the 
printed word is gospel. communalisation 
of iiMnds. particularly young minds is likely 
to be even more rapid. 

The drive to spread literacy thus, parlicu 
iariy with organisati(<ns like Ihc K.SS and 
VHP reaching the villages, is in fai-t likely l> i 


commufiftiise even the villigccbildita, uid 
one wonders yi^hether if one does not con¬ 
sciously uy to counter this trend, if the 
growth of literacy may not in fact become a 
menace in disguise. 

What IS the particular obsession of Ihc 
llindutvawallahs in their propaganda'' Il is 
medieval Indian hi.story. which is generally 
known, however wrongly, as the Muslim 
penod Feudal though they were, the Muslim 
leaders of the time, like all rulers anywhere, 
needed law and order, the creation of an 
elite and the sup|>ort ol their subjects. The 
vat ious steps taken hy many of these rulers 
to rule wisely according to iheirown lights, 
arc not accorded a place in the account of 
ihoirrulc meted out hy thcpiopagai.daof tlie 
Hindutvawallalis. Tlic text books mentioned 
earlier, it is true, are not quite as virulent in 
their anti-Muslim bias as the kind of filth 
spread by Ihc Sangh parivarin their propa- 
gand!! But education through such text 
books acts as a fertile seeding ground for the 
blumngofhoundaries and formaking unrea¬ 
son and prejudice reign supreme. 

As il is, the histiiry of the people is not 
taught in our .schisdsoreven substantially in 
ourcollege.x jdJ universities Toadd to this 
the bias of bigotry of Ihc so-called intellectu¬ 
als of a paiticular community is to tamper 
.seriously with education itself. And what is 
needed here is not mere tolerance or defen¬ 
siveness hut an active thrust to create a 
Cl>rn|x'.siteculture and sccuLir attitude among 
the students 

What lias gi me bcfi >re has tried to liKatc llie 
prol>lcm in specific co-ordinates What is 
lacking, however, this wilier strongly feels, 
is a ileepem nigh knowledge i if the day today 
lived litcof the Mu.shms.lt ismy contention 
that the fact that in jv >st independent India, 
Muslim intellectuals live in a predominantly 
Hindu ethos, Hindu intellectuals do not live 
in a Muslim ethos. And an ethos, in any case, 
is comp' ised of day l''day give and lake and 
sharing as well. Tliis is one aspect of the. 
problem and one area that represents a gap in 
terms of research that speedily needs to be 
filled by adequate work. 

TheolhcriHiinl is that in all cultural prnduc- 
lion, willy - nilly. the recei ved tradition, which 
includes religion, affects the produced wrwk 
even in secular wiling and in other arts. We 
are thus unconsciously affected, by way of 
- usage, assi iciatii ms and wi irks and myths if 
wc sjicak and read any language or practice 
any art This applies to India as much as 
elsewhere Fven l.hdu has Hindu roots, but it 
has strong Islamic rcxits too, and this marks 
il out to some extent from other Indian 
languages In arts as well as in languages 
otlie.r than I Irdu today one increasingly hears 
a .‘■trong Hindu echo. 

Perhaps I should stress that this state of 
affairs is < me that obtains more today than in 
the past. Perhaps before this contemptyary 
[xil arisaliun began, cross cultural references 
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lioce works from Arabic and Pmian, Is¬ 
lamic artistic frams are part of the vocabu¬ 
lary of most Indian languages and arts. Com¬ 
posite cultural art forms have certainly 
developed in the past. 

At any rale, today, the Muslim intellectual 
is surrounded by both the day today lived i ife 
of the ordinary Hindu cutting across class 
lines as well as by the subtler influence of 
cultural [adduction. To genuinely understand 
what this does, it is important to reverse the 
situation and fin'Hindu intellectuals to live in 
the Muslim ethos so that a new cross- 
cultural awareness dawns. 

The more radical communist Intel Icctuals, 
particularly the Naxalites in recent time 
used to talk of a process called declassing 
oneself. The idea wxs to lo.se the petty 
bourgeois viewpoint one had inherited and 
acquire a proletarian one. It seems to me 
that much ot their effort was a cultural one. 
After all, many of these activists lived 
amongst the people even a.s they tried to 
spread their message. What they can be 
faulted f<rr is having l<xi many pre-concei ved 
notions. Not in their c<rmmilmcnl or willing¬ 
ness to communicate with the jieoplc. 

Ours is a divided and hierarchical society. 
The once proud Muslims are in fact fast 
acquiring the status of the lowest caste in the 
society. In this situation. I think that like 
declassing, apiTx.'cssordc-communalisali on 
is in order to be able to acquire a correct 
perspective, lliilikethc declassing process 
however, what ts sought is a new and per¬ 
sonal ex pcricnccof cross-cultural fertilisation 
that can lead to further secular intellectual 
and cultural poxluction. If this is indeed so. 
particularly in the face of the consumerist 
onslaught from the west, it must be realised 
that the committed m >n -Muslim intellectual 
will have to submit to 'Islamisalion' to a 
certain degree. 

One of the aspects of late rioiiop«ily capi¬ 
talism in the west is dcculturisation through 
conimodificalion of areas < if human experi¬ 
ence that have till recently not been 
commodified In the resultant reified ‘cul¬ 
ture’, of commodity (ctishi.sm there is a 
process of de-humanisalion. When we thus 
fault the Muslims for not mcxiernising, it is 
not contemporaiy modernity or post-mixlcr- 
nity, that is being referred to. Forthisreason, 
f(H a genuine cross-cultural, composite, yet 
modern cultural sense to emerge in our 
culture, which has deliberately dc-Islamised 
and continues to be increasingly so, it has to 
be re-Islamised to a certain extent for a 
genuine secularism to emerge. 

Perhaps this requires some clarification 
and elaboration. Till about the 1960s. the 
western world contained quite a lot of cul¬ 
tural vitality, llie two pillars on which this 
modem ethos rested were political -demt)C- 
racy and socialism. What exist there today is 
largely a form of market totalitarianism. 


of its owri yaluesof a fairly recent past, does 
not mean we have to follow suit. We can 
rescue these valuc.s. An interaction between 
these eclipsed values and both Islam and 
Hinduism is necessary. Islam cannot b<- left 
nut. 

In this, the earlier reference to the two 
renaissance pruccs.scs what in our hypoth¬ 
esis iK'currcil in Indui l as to be lv<rnc in 
mind llicy prol'ably ('rovidc some vital 
clue While It IS tiue that in still largely 
agrarian IikIi.I ihcaitemp: to.isscit a secular 


I 

IXXrOSl is a voluntary organisation that 
has been in existence for 10 years. Based 
at Baroda in Gujarat, lX>CO^, registered 
as a public charitable trust, has been ac¬ 
tive in the production and promotion of 
essential, generic drugs and rational 
therapy. It was founded by a group of 
socially-minded professionals involved in 
the movement for relevant health care and 
community health. T he idea of LOCOST 
was a concrete response to two fell needs; 
(a) the need fot a one-point .source of 
good quality, essential drugs for especially 
those working with ihr poor in remote 
rural areas; and (b) to create a focal 
counterpoint for the mainstream drug in¬ 
dustry's claims on pricing, production and 
promotion of drugs. In other words, 
LOCOST has been trying to do for the last 
10 years what the Haihi Committee (1975) 
had advocated for the country’s drug in¬ 
dustry; matching drug production to the 
real drug needs Of the community. 
Though small in si^e, LOCOST has been 
a modest success story almost right from 
the start: it has been catering to a needy 
and neglected sector, its prices were 
anything from 200 to 4,000 per cent lower, 
and the LOCOST idea was backed and 
owned by those it sought to serve. For the 
last 10 years, 80 per cent of its drugs have 
been sold to those working with the rural 
poor and the rest to those working with 
urban poor. All this had been achieved 
with the goodwill of far-flung and intert¬ 
wining networks of progressive health and 
social action groups. The concept of 
medical nepreentativcs—peddlers of pills 
and as often of disinformation—and all 
that goes with it was deliberately assjided 
by LOCOST. LOCOST thus demonstrated 
that given willingness and competence. 


Bhakti typeof interaction andco-cxistcnce, 
this is somewhat •nadequate. The pressures 
of modern life demand a modern idiom. 
I’erhaps even (he two renaissance pr(ice.sses 
that have already occurred have to l>e tran- 
•secnileil, but 1 feel they nrovidc a good 
st.irt!I'g[V>!llt 

N'ntf 

• ’nils wntci li.i'. ic.id Urtlu literature in 

tranNi.iliiiti .ilime 


alternative people-oriented production 
and marketing arrangements can be made 
that match the di.scasc pailcrn of the 
country. 

IXXTOST also has been making enough 
profits to pa>’ lor its overheads and 
more—and this is important for this story. 

Around 1991, LjOCOSI mandated by 
a national consultation of health activists 
decided to shift from the loan licence 
system of manufacturing to establishing 
Its own formulations unit. Having secured 
a niche market, to use contemporary 
jargon, LOCOST was confident of the 
tcchno-economic feasibility of its new for¬ 
mulations unit, and approached Us usual 
bankers, the State Bank of India, with 
whom it had been maintaining a ’healthy’ 
deposit, to fund the new proposal. This 
was in March 1991. Wc shall spare the 
reader all the buffeting and bureaucratic 
insensitivities and delays that are endemic 
to banks when they have to consider 
socially useful projects, especially projects 
not backed by political fiat of some kind 
or the other. 

The project application of LOCOST 
was rejected with no written reasons given 
and its demand for re-cvaluattion effective¬ 
ly stonewalled. An internal communica¬ 
tion of the bank elucidating the reasons 
for rejection, however, read as follows: 

3 A Perusal of the report reveals the 
following unsavoury features; 

(a) The unit, promoted by a Public 
Charitable Trust, docs not have profit as 
its prime moti ve. The noble intentions of 
the Trust to supply good quality medianes 
to the targeted clients at affordable prices 
IS undoubtedly laudable, but by no stretch 
of imagination an attractive commercial 
proposiiion In sum, the economics df the 
proicct,.-d operations is adverse. 

(b) The technical officer has observed 


Two Banks and the Drug Industry 

S Srinivasan 


This is a tale of two banks, ibe State Bank of India and the 
World Bank—of how these two hanks view the drug industry in 
two underdeveloped countries, the former in India and the latter 
in Bangladesh. 
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VhVtt the th/Mt depends entirely on the 
Lonlaclt of ihe TruMccs for marketing ils 
products 7 he marketing arrangements are 
grossly inade<|uaie to cater to a scattered 
market as also to achieve pfO)<ct«d sales 
of Rs 77 lakh 

(c) The proposed market segment by 
thotce, IS restricted to voluntaiy health 
organisations We apprehend constraints 
on the expansion of the market and its 
vonsequeni effects on profita bilitv 

(d) I he Iriisiccs assumption that the 
market is competition free is naive I he 
selected market segment has failed to at 
tract othii playcis in view of poor profit 
margins The Itust is not positioned any 
better merely due to its constitution and 
humaniiaiian objectives 

(e) Small scab units in this line of aciiviiv 
ate known to survive by dilution in cjualilv 
c tilling corners and speculative hoaiding 
The corporate policy of the Trust unit 
proscribes it from lesorting to such prac 
tices which aie unethical yet vital lor the 
survival of the unit in iha piesrnt market 
scenario 

(0 'The pro)ec ted taw material consump 
non IS inconsistent with the industry staii 
dards and the unit's past trends evidenced 
by Its recent financials I ikewisc, the pto 
lected selling, general and administiative 
expenses arc out of line with the actuals 
thereof In this context, it merits mention 
that the lixation of the unit, being far 
away from the consumer market may not 
be ideal liom the angle ol transportation 
costs 

(g) Arising from (0 above it traiispiics 
that the gross piofit margins are wcKtuI 
ly inadequate to service the intended debt 

(h) TTie industry in the current context, 
IS sandwiched between controlled prices 
ol finished goods (DP,. O) and unbridled 
pnees of raw materials The unit seems ill 
equipped to fight against such heavy odds 
4 In light of the foregoing, the ccononiu 
viahiTity of the proposed project is totally 
in doubt We have, therefore, declined 
lOCOSPs application tor sanction ol 
financial assistance 

Several strands of questionable judg 
ment arc appaient in the above The 
bank's reluctani e to look into an alter 
native pioduction cum marketing venture 
and a successful one at that the appraisal 
officer’s indifference to and ignorance of 
an entire realm of progressive debate in 
health and pharmaceuticals - these are 
certainly visible and expected What 
should cause concern but perhaps 
should not if one now sees what the bank 
had been up to with stockbrokers —is the 
reluctance to back ethical business beha 
viour On the contiarv, the bank would 
seem to be comfortable and thinks the 
only sound business strategy for survival 
would be to cut corners, dilute quality and 
indulge in speculative hoarding T he Trust 
and Trustees being do gooders was a point 
that went against them and in any case 
It IS a sign ol the times how can do- 
gooders be trusted by banks when banks 
have more profitable company to keep’ 


l/xvsr, let US am ini$ pvt ot me taic 
on a happy note, wnf ahead regardless, 
thanks to a consortium of foreign funding 
agencies and chanties Production in its 
new unit started early 1993 m the presence 
of social activists and two outstanding do 
gooders of our times Rajmohan (landhi 
and /afrullah ( howdhury, the architect 
of Bangladesh s redoubtable drug policy 
It IS with the latter’s tribulations that the 
second part ot our talc is concerned 

II 

Bangladesh, in the true spirit of ’South 
Asian CO operation’, is the only country 
to have implemented the government of 
India’s Hathi ( ommitlee recommenda 
lions (perhaps there is a moral in that 
somewhere) lo recapitulate, Bangladesh, 
among the ixKircst countries in the woild, 
del led western government lobbies and 
pressures ol the MNC lobby, and enforced 
a restricted list of essential drugs control! 
cd prices ol the same and made n illegal 
to sell almost all multi ingredient formula 
tions Out went almost all lonn s syrups, 
elixirs and a lot of exotic irrational and 
unscientific formulations This was circa 
1982 

I he policy has siiue sursived several 
sioims and studies have revealed that the 
policy has been a real boon for the people 
Prices have stabilised, quality has vastly 
improved, unnecessary imports have been 
cut as also profiteering by MNCs and 
otheis thiough such time worn devices as 
transfer pricing Moreover, the'Bangia 
deshi owned drug industry now domi 
nates over MNC s in terms of market 
share 7 here is order now in Bangladesh 
diug industry whereas previously there 
was chaos (for an experience of such 
chaos look at the mind boggling amount 
ol useless, harmful and unscientific lor 
inulations made by the Indian drug in 
dustry and what little our authorities can 
do about It) 

The industry especially the MNC s, did 
not see this as a win win situation Their 
fieedom to introduce new drugs and for 
miilations aood curtailed even as prices 
and imfiorts were strictly monitored 
Several international agencies and dipio 
malic mission of western governments 
have tried to upset this apple cart in the 
last decade I he World Bank has, it ap 
pears, now decided to pitch m too In let 
leis dated April 13 and lunc 8 1992 the 
World Bank s ( hiel of Industry and 
Tnergy (Init, Abid Hasan lias tried to put 
lorth and then clarify’ a few points regar 
ding the bank s views on deregulation ot 
the drug industry in Bangladesh The let 
lers mention the following specific recom 
mcndatioiis of the bank tor the drug 
industry * 

(1) Allow iniroduslion of new produ,.ts 

bv using free sales certification 

(2) I ifi all contiols on prices 

(T) Remove the control over advertising 

from the drug licensing authority 
(4) Remove existing restrictions on ioreign 
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they can produce 

(?) Abolish the Block I ist system of ap 
proval for import of pharmaceultcal 
raw materials and allow phaimaceuli 
cal companies to import then inputs 
freely 

Some iomments on the above, within 
the limitation I of space, arc m order here. 
I he letters from World Bank like the 
earlier letter of India’s own State Bank, 
reveal a complete lack of awareness about 
the historic import of an essential drug 
policy such ds that ol Banghdesh, let 
alone its relevance and csseiiiiallv scienti 
he nature tor fighting disease 
free salts tertifuation Plus means dil 
(crent things in dilferent countries But in 
effect It will woik against the limited 
essential drug policy of the country, it ad 
uocates introducing drugs on the basis ot 
IIS free sale ceriihcaiion in other coun 
tries and thereby invoking the very distoi 
tions that Bangladesh has sutcesslully 
managed to ward oil The only basis lot 
a drug to be sold should be medical nec*d 
utility, safely, least side cfictts and cost of 
fcclivencss and not liec sales certiriialion 

’/(// ton!rots on prues I he average 
Taka retail j rice increase of diugs in 
Bangladesh dining 1981 1991 has been 20 
per cent and the average dollar retail price 
has actually decreased by 41 7 per cent 
thanks to the check on transfer pricing, 
among others 7 he drug pricing policy of 
Bangladesh is uncomplicated and simple 
mark up in addition to cost ol raw 
materials and packaging (100 units) has 
been graded according to the following 
categorisation ol phai macculical 
products 

(a) Simple repacking which does not rc 
quire any pro< cssingcan have a mark 
up of 60 

(b) Oral products other than antibiotics 
creams and ointments, etc will have 
a mark up of 12? 

(c) Oral antibiotics coated tablets, sus 
tamed release dosage forms, soluble 
tablets, suppositories and vaginal 
tablets will have a mark up of 130 

(d) I'roducis requiring teiminal sterilisa 
lions and hormonal preparations, etc, 
will have a mark up of 180 

(e) Products requi'ing total aseptic 
facilities will have a mark up of 240 

Retailer’s commivsion is I? per cent on 
MRP (maximum retail price) and distn 
buior’s commission is 8 per cent on whole 
sale price Under this price regime many 
companies, both national and multi 
national, have been selling at prices lower 
than the permissible mark ups, with quali 
ty assurance and good manufacturing 
practice nut accounting for more than S 
per cent of the total cost ol the drug 7 he 
World Bank’s recommendation in this 
respect to remove all price contiols is 
inexplicable 

'Remove tonirol over advertising 
This IS an irrelevant recommendation 
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inipbse any control over amount spent on 
advertising and recommendations. There 
is in fact a strong case for control because 
lack of restrictions has led to a deluge of 
material gifts, ‘bribes’, etc However adver¬ 
tising material are subject to vetoing by 
the Drug Administration. 

Restrictions on foreign firms: To quote 
Abid Hasan, "We (World Bank) continue 
to believe that disallowing foreign firms 
to manufacture products made by local 
firms not only restricts competition but 
also hurts the government’s policy of en¬ 
couraging foreign investment. This control 
should be removed. Foreign firms should 
operate under the same controls/regula- 
tions as the local firms.” In reality, the 
only restriction in Bangladesh on foreign 
drug Firms is the prohibition on manufac¬ 
ture of two of the 300 plus listed products. 
These two are antacids and oral vitamins. 
Restrictions have ensured that foreign 
firms go in for antibiotics and hormonal 
products, has introduced competition 
among foreign firms for these products, 
and kept prices low thereby. 

Block list system for import of raw 
materials-. The block list system prevents 
excessive imports—and this is important 
for a country which is dependent bn im¬ 
ports for most of its drugs. Also, free im¬ 
porting will only further encourage smug¬ 
gling into India where the drugs fetch 
higher than international prices. Further, 
the block list has discouraged transfer 


PROTAGONISTS of a non-interventionist 
philosophy in the urban sector have often 
argued (hat the distribution of urban 
population across size categories and their 
pattern of growth do not exhibit any ma¬ 
jor distortion. Recent studies conducted 
under the auspices of the World Bank, 
USAID and other international financing 
agencies have tried to demonstrate that the 
urban structure in India is ‘balanced’ and 
'stable over time’ and urban growth ref¬ 
lects a process of healthy economic 
development. Supporting this viewpoint, 
the Ihsk Force on Urban Development 
(Planning Commission) had observ^ that 
increasing proportion of urban popula¬ 
tion in class I cities does not reflect a 
distortion in urban hierarchy. On the other 
hand, it is only a natural consequence of 
population growth (in towns of all size 


final drugs in Bangladesh. 

CtlNClbSION 

Our tale ends here. In both the episodes 
described above, there is a marked indif¬ 
ference coming out of functional illiteracy 
of bankers: the inability to ask, what is 
the ultimate arm of the drug industiy? Is 
it to improve the bank balance of industry- 
wallahs at all costs and therefore of 
bankers, or is it efficiently-targeied utilisa¬ 
tion of a poor country’s resources in its 
battle against illnes.^? Indeed how can 
systemic efficiency come aboui from 
‘perfect’ competition when the competi¬ 
tors act irrationally (and therefore im¬ 
perfectly) by producing irrational and un¬ 
scientific drugs, and thereby squandering 
even more of l he country’s resources? This 
IS an industry which needs to operate 
under certain strong boundary conditions, 
lixperience has shown (hat this industry 
IS not prone to self-regulation anywhere 
in the world—either in its choice of drugs 
to be marketed or in its price range. We 
need to think hard before introducing 
mindless liberalisation in the pharmaceuti¬ 
cal industry. 

Lastly, bankers need to develop—thi.s 
especially in reference to the State Bank 
of India—a taste for ethical company and 
ethical business. Otherwise we are in for 
one long perpetual scam. 


classes), resulting in a targe number of 
urban centres being identified as class I 
cities, since the lower limit for these cities 
is fixed at one hundred thousand It had 
argued further that population growth in 
towns of all size classes are about the 
same, reflecting a stable urban structure: 
The programme and policy documents 
issued by the ministry of urban develop¬ 
ment and Planning Commission, parti¬ 
cularly in the context of preparation of 
urban development plans at tlw state level, 
have implicitly accepted this proposition 
and recommended decontrol of urban 
economy and participation of private sec¬ 
tor in urban development projects. 

An analyjpisof the pattern and pace of 
urbanisatim, however, raises serious 
doubts gbout the proposition. A negative 
relationship (though not always statistical- 


sation or economic development with the 
growth rates of urban population has been 
observed at the state level. 

During the period I94I-.SI, the four top 
ranking states in terms of urban growth 
were Assam, Orissa, Bihar and Madhya 
Pradesh, excluding the smaller states. 
These were among the poorest and the 
least urbanised states of the country. The 
relatively developed states like West 
Bengal, Maliarashtra, Tamil Nadu and 
Punjab, on the other hand, experienced 
medium urban growth ranging from 20 to 
35 per cent. 

I'he pattern remained almost the same 
during the sixties. The above foui back¬ 
ward states along with Rajasthan regis¬ 
tered exceptionally high rates of urbanisa¬ 
tion. The rale in the developed states was 
relatively low. Besides, the smaller slates 
in the north-eastern region, viz, Manipur 
and Nagaland and the state of Goa 
recorded very high growth in urban 
population during the l%0s that can be 
attributed to their low urban base and 
significant immigration due to massive 
government eependiture on general ad¬ 
ministration and public services. 

The regional scenario did not change 
much during the 1970s. Unfortunately, 
Assam was not covered in the 1981 Cen- 
.sus but the other four less developed states 
viz, Orissa, Bihai, Madhya Pradesh and 
Rajasthan exhibited high urban growth 
(over 50 per cent), along with the smaller 
states of Manipur, Meghalaya, Nagaland 
and Goa. Uttar Pradesh, yet another 
backward and less urbanised state, made 
a departure fiom the past trend (its urban 
as well as total population growth rates 
being less than that of the country in every 
decade in the present century until the 70s) 
and recorded the second highest urban 
growth among the states. 

The high rate of urbanisation (above 50 
per cent) in the states of Haryana and 
Karnataka during 1971-81 can, however, 
be attributed to their rapid industrialisa¬ 
tion which is reflected in substantial 
growth of emplc^ment in non-agricultural 
activities. Four other developed states, viz, 
Gujarat, Maharashtra, West Bengal, and 
Punjab have registered medium urban 
growth during 1961-81. It may be noted 
(hat Haryana, Karnataka, Gujarat and 
Maharashtra are the four developed states 
where the percentage of workers to total 
population, viz, work-force participation 
rate (WPR) for men has increased. One 
would, therefore, hypothesise that in the 
developed states, the growth of employ¬ 
ment is large enough to compensate for 
the decline in work-force owing to the 
withdrawal of children and the aged, as 
a result of economic development. The 
less developed states experiencing high 
urban growth are, however, not fortunate 
enough to hate an increase in WPR. Here; 
urbanisation is possibly due to push fac¬ 
tors operating in rural areas. This argu¬ 
ment is strengthened by the fact that in 


Urbanisation and Alternate Policy 
Perspectives 

Amitabh Kundu 

An analysis of urban growth patterns across states seriously 
questions the proposition being assiduously promoted by 
international aid agencies and the government of India that the 
urban structure in India is "balanced’ and ‘stable over time’ and 
urban growth reflects a process of healthy economic development. 
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idectined both during ibe <50s and 70s, 
much more than whae can be attributed 
to deriniiional factors. 

The growth pattern in the 80s is not 
very different from that discussed above. 
The less developed states of Madhya 
Pradesh, Rajasthan. Uttar Pradesh and 
Andhra Pradesh exhibit urban growth 
.significantly above the national average. 
The exceptKMis arc Orissa and Bihar 
whose growth rates arc low. The developed 
states, on the other hand, have registered 
medium or low urban growth. I'he srnly 
developed slate registering a high urban 
growth is Maryana Kerala’s high urban 
growth can be attributed to the classifica' 
lion of a number of large rural settlements 
as new towns. The developed slates ol 
Maharashtra, Gujarat, Karnataka, West 
Bengal and la mil Nadu, once again, have 
recorded medium or low urban growth. 
The analysis of growth pattern across the 
slates, thus, seriously quc.slions the pro¬ 
position of a happy marriage between ur¬ 
banisation and economic development in 
the country .since the rapid urban growth 
in many of the less developed states can 
be attributed to the push factors operating 
in the rural economy. 

The overall growth rate of urban popu¬ 
lation per annum has declined signiHcant- 
ly from 3.9 per cent during the 70s to 3.1 
per cent during the 80s. The decline may 
be seen in all size class of urban centres. 
However, despite this general deceleration, 
the class I cities (with population of one 
hundred Ihou.sand or more) have regis¬ 
tered growth rates significantly above that 
of the smaller order towas, in most of the 
states during the 70s and 80s. The medium 
and small towns have grown at a fairly 
rapid pace in the backward states but their 
growth in the developed states has been 
low. Interestingly, this pattern had existed 
in the 60s as well. 

In the backward states of Madhya 
Pradesh, Uttar Pradesh, Rajasthan. 
Himachal Pradesh and Kerala, the 
medium-sized towns (with population bet¬ 
ween 1,00,000 and 50,000) have grown at 
a rate similar to or higher than that of 
class 1 cities during 1971-91. The excep¬ 
tions among the major states are Bihar 
and Orissa. In the developed states like 
Gujarat, Karnataka, Maharashtra, Punjab 
and Tamil Nadu, on the other hand, the 
growth rate of medium towns is much less 
than that of class I cities. The exceptions, 
here, are West Bengal and Punjab. 

The growth rates of small towns (with 
population below 50,000) show a similar 
pattern. The problem here is with the cla.ss 
VI towns that record a high growth in 
some of the developed state.s. In Maha¬ 
rashtra, West Bengal, Goa and Meghalaya 
for example, these towns experienced 
rapid demographic expansion during the 
8(K, due to the fast growth of one town 
in each. When these towns arc excluded, 
the growth .rates of small towns in all the 
developed states come much below that 


in the backward slates. 

Increase in urban population can be 
broken into two components—incre¬ 
mental population in the existing towns 
and population in the new towns. The 
1951 Census reported as many as 600 new 
urban centres. This has been attributed to 
non-adoption of a rigorous definition of 
‘urban place’ in that census. Most of these 
towns got declassified in l%l with the 
standardisation of the definition and, as 
a result, the number of towns came down 
sharply. The 1971 Census showed only 200 
additional towns. In 1981, the number in¬ 
creased by about 750 and more than half 
of these were located in Uttar Pradesh. A 
large number of these would have been 
treated as urban in the Censuses of 1961 
and 1971^ had the .state of Uttar Pradesh 
followed the instruction of the Registrar 
General ol India to include the town area 
committees automatically as statutory 
towns. 

In the 1991 Census, there ate 856 new 
towns, 93 ca.ses of decIa.ssification and 103 
of merging with other towns. Counting all 
the towns separately, including those that 
are parts of agglomerations.'the number 
of towns increased by 760 during 1981-91. 

Over 54 per cent of the new towns 
recorded in 1991 Census are accounted for 
by the states of Madhya Pradesh (143), 
West Bengal (111), Kerala (92), Uttar 
Pradesh (62), Maharashtra (62) and Bihar 
(57). On the other hand, Punjab and Kar¬ 
nataka lost some towns due tO'declassi- 
fication and Maharashtra, West Bengal 
and Gujarat lost because of merging of 
towns with their urban agglomerations 
The developed states of West Bengal and 
Maharashtra, thus, reported both emer¬ 
gence of new towns as also disappearance 
of old town.-,. Punjab is the only major 
state where the number of towns declin¬ 
ed in 1991 The backward slates, in 
general, reported substantial number of 
additional towns in 1991. 

It may he seen that in the developed 
slates, most of the new towns are in close 
proximity of metropolitan cities, possibly 
having strong linkage with the latter. Ma¬ 
jority of these towns in West Bengal are 
concentrated around Calcutta, so much 
so that ovei 70 per cent of these are 
located within the hinterland districts, viz, 
24 pargana.s, Haora, Hugh and Bardha- 
man. The emergence of new towns around 
the other metropolitan cities of Bombay, 
Delhi, Madras. Bangalore, Ahmedabad, 
Hyderabad. Pune, Nagpur, Vishakhapat- 
nani, etc. is also noted as significant. 
These towns happen to be located both 
in developed and less developed regions. 
The district.s corresponding to these cities 
that have a large number of new towns are 
Thane (7), Ga/iabad (8), Chengai Anna 
(13), Bangalore (18), Ahmedabad-Gaiidhi- 
nagar (8), Rangareddi (4), Pune (4), 
Nagpur (9), and Vishakhapatnam (13). 
There is, thus, a clear indication of the 
process of urban industrial di.spersal 
around the metropolitan cities. The 


emergence of new towns/fRp'o gramn g 
small towns within the fflelropolitai 
region and slow population growth in thi 
metropolis il.self. The merging of i 
number of small towns with the largi 
cities in the states of Maharashtra, Wesi 
Bengal and Gujarat can also be taken at 
an indication of the dynamic foite; 
operating in the peripheries of large cities 
However, once the new towns around the 
metropolitan cities arc excluded, the in¬ 
cidence of these towns is noted in the 
backward states only. 

The new towns in the backward stater 
of Madhya Pradesh, Kerala and Uttai 
Pradesh seem to be fairly well distributed 
across districts. Only, the tribal belt ol 
Durg-Raipur-Bilaspur-Shahdol in Madhys 
Pradesh claims as many as 32 towns and 
the hilly districts of Nainital and Dehra- 
dun claim 14 towns. In Bihar too, the new 
towns have come up in almost all the 
districts, although Dhanbad and Hazari- 
bagh claim a large share. A few taluka 
headquarters and other administrative 
centres have acquired urban characteristics 
which might be strengthening the rural- 
urban linkages in the region and broaden¬ 
ing the base of urbanisation in the coun¬ 
try. Thi>, would then, to a limited extent, 
counter the dominant trend which is 
towards concentration of towns around 
the metropolitan cities,'particularly in the 
developed .states. The emergence of a large 
number of new towns and faster growth 
of small and medium towns in the back¬ 
ward states due to push factor migration 
from the countryside and less hospitable 
environment in the large metropolitan and 
class I cities are also important com¬ 
ponents of urbanisation in the country. 

It may thus be seen that India has ex¬ 
perienced a significant deceleration of ur¬ 
ban growth in all the size categories and 
most of the states during the 80s. the pro¬ 
blem of under-enumeration notwithstan¬ 
ding. The class 1 cities have generally 
grown faster than the towns in other size 
categories during the past three decades. 
Similarly, the less developed states have 
shown rapid urban growth compared to 
the developed states. These would serious¬ 
ly discount the proposition that the urban 
hierarchy or the urban growth pattern in 
the country is free from distortion. The 
class I cities in the developed states have 
exhibited faster population growth which 
can be attributed to their strong industrial 
and economic base and growth therein. 
The rapid growth of small and medium 
towns in backward states, on the other 
hand, can be explained in terms of 
absence of sector^ diversification and 
rural poverty. A similar explanation can 
be given for the emergence of a large 
number of new towns in these states. The 
incidence of nm towns in the nrigh- 
bourhood of metropolitan cities must, 
however, be attributed to the process of 
limited industrial dispersal around the 
large cities whose effects do not go beyond 
a few kilometres. 
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Design and Operation of Political 
Processes in Rural Co-operatives 

Vlkash N Pandey 
Debiprasad Mishra 

Studies of co-operatives have generally emphasised evaluation, 
neglecting the process of interest articulation, through institutional 
forms and within the institutions. A report on a workshop. 


'Illli Institutcof Rural Managcgmcnt. Aoand 
(IRMA) organised a symposium on Man¬ 
agement of Rural Co-operatives during 
December 7-11, 1992. The symposium 
consisted of 16 workshops baised on par¬ 
ticular themes. Out of tbc.se, one workshop 
was on ‘Design and Operation of Political 
Processes in Rural Co-operatives’. The 
workshop (like other workshops in this 
symposium) was a culmination of a year¬ 
long networked research on the theme by 
scholars from IRMA and other academic 
institutions. A theme paper wa.s prepared 
by the workshop directors to set the agenda 
of discussion and thereafter 12 papers were 
presented and discussed over three days. 

Under the generic label of ‘co-operative’ 
exists a large variety (in organisation 
theoretic termsiof organisations. Principles 
of co-operative as enunciated by the Inlcr- 
natiimal Co-operative Alliance and incor¬ 
porated in the Co-operative Societies Acts 
set the institutional environment for co 
operatives This commonality has triggered 
mimetic processes in terms of extending a 
‘legitimated .skeleton’ (organisational 
chart) for all co-operative organisations. 
Thus co-operatives arc generally referred 
to as organisations where penons arc vol¬ 
untarily associated together on a basis of 
equality for the promotion of their com¬ 
mon economic interests. Da.sed on this 
broad scx:ial agenda, co-operatives in the 
Indian context have to be seen in relation to 
the ‘mixed economy’ and ‘welfare statc‘ 
which are distinct from colicctive/commu¬ 
nal ownership, farming and distribution. 
The co-operatives in India, both conceptu¬ 
ally and operationally, arc based on the 
idea of private property and protection 
offered under the agenda of enabling the 
less advantageous groups to exercise their 
‘individual freedom’ vis-a-vis monetarily 
as well as politically powerful moneylend- 
ers/lxadcrs/industrial lobby. The functions 
of co-operatives were to provide farmers 
(after they had acquired asset ownership 
under various land reforms and other de¬ 
velopmental packages) (be collective bar¬ 
gaining power, support network and pro¬ 
tection from inter-locked markets and en¬ 
able them to participate successfully in 
market. In this process, the organisation of 


co-operative has a positive relation with 
the welfare state, an important space in tlie 
mixed economy and certain ideological as 
well as political connotations in terms of 
agrarian transformation tlicreby suggest 
ing the emergent nature of the co- operati ve 
organisations. 

And it is precisely this prcKcss of interest 
articulation, through institutional forms 
and within (he institutions, which has been 
thoroughly neglected in the research on co¬ 
operatives. Hitherto, the major emphasis 
in studies on co-operatives has been on 
evaluation of the co-operatives. There arc 
a few sociological studies which have 
hxikcd into the social dynamics as context 
of the eo-operativcs Consequently the 
following i.s.sucs have not been well docu¬ 
mented and even Ic.ss analysed: (1 > lunc- 
tioning of the co-operati ves as organisations 
and (heiiolitical proce.s.ses within them: (2) 
the distribution of p<>wer in rural sixiety 
and its connections with not only the char¬ 
acter of the rural co-operatives as 
organisations but also their internal deci¬ 
sion-making process; and (-1) its inlci 
linkages with the historical and rural con¬ 
text in which the co-operatives emerge and 
function. 

The workshop was primarily aimed to 
deliberate on these issues so that a collec¬ 
tive beginning could lx: made to appreciate 
(he emergent nature of (he cu-operulive 
organisations. The pa|)crs covered specifi¬ 
cally three dimensions' 

(1) (he design of political process in co¬ 
operatives; 

(2) the political process in aud around the 
co-operative organisation; and 

(3) the relationship between political pro 
cess and development and co-operat¬ 
ive design and organisation, i e, |X>1- 
iticai discourse in co-operative. 

The studies envisaged a mix of historical 
and analytical methods. Mostly these pa¬ 
pers relied on a combination of case stud¬ 
ies and questionnaire survey methods. By 
their coverage, the studies attempted to 
discuss and explain the political process 
across federated and non-federated co¬ 
operatives acniss commodities and (he 
states. 


Design and opnFatkm of political pro¬ 
cesses is a theme oi: which there has not 
been much research and there is very little 
data base, though people have been talking 
about many things related to politics af¬ 
fecting organisations. So we started with a 
hope that (he research papers will first 
collectively endeavour to start with apjMe- 
ciatmg the dimensions of the issue in- 
volvcil in understanding political processes, 
(.'onscquently, a majority of the papers 
were fairly rich in their data. What we will 
Uy here is a presentation of the salient 
arguments and findings of the papers and 
then move towards some kind of explor¬ 
atory exercise in making the synthesis. 

t.'OKIINlJITY AND {’llANOI-, 

The first paper was by Vika.sh N Pandey 
which was presented along with the theme 
paper. F'andcy observed that most of the 
literature on agricultural transformation in 
India attempted to understand the trajec- 
li>ry of land reforms, co-operatives and 
green revolution in a comp-arlmcnlalised 
manner. M.iking a departure from this 
ahistrxical p'odeof enquiry, Pandey argued 
(hat agricultural transformation, the nature 
of land reform and (he emergence and 
working of primary agricultural co-opera- 
iivc sixietics (PA(.’S) were rlo.scly linked 
with each other and informed, in many 
ways, the content and ci'ntcxt of one an¬ 
other Agrarian transfuimation and PACS 
were chat attcrised by this discourse where 
the inteiesis were articulated in the 
organisational roiin.s and the organisation 
of Co ojx'ralivcs in turn providcd/facili- 
tated the articulation iif a particular stream 
ol interests 

Tlic scci tiid pajKr wa.s by S K Bhowmik 
on ('<1 ojK-'iatives Tea l-'actories in Nilgiris 
in T ainil Nadu. lie ksiked into interference 
and dominance in the affairs of co-opera- 
tives hy the government bureaucracy. This 
study was based i in two data points, i e, data 
collected during 19R6-87 and then in 1992. 
The general findings of this study are that 
the democratic jmoccss in these co-opera¬ 
tives has been restrained since its incep¬ 
tion. With (he help of suitable legislation 
the government ensured that for the first 18 
years there were no elections at all. Even 
after the elections were held, the bureau¬ 
cracy remained as powerful as before in 
decision-making. Elected boards of direc¬ 
tors were basically in advisory capacities 
rather than in decision-making. In 1990, 
government through an amendment of the 
Tamil Nadu Co-operative Societies Act 
(1983) dissolved all elected bodies of co¬ 
operatives and appointed special officers. 

The second finding of the study based on 
the survey conducted by the author and bis 
assistants i.s that the small growers joined 
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ow co<«INHMiwe (DMicaiiy iM txyapan- 
tive bM • large number of mall growert) 
not primarily for Ibr reason of getting 
subsidies but with the aim that the exist¬ 
ence of these co-operatives would 
strengthen theirbargaimng power VIS a vit 
the pnvate lea factories The members 
thought that the co-c^ieratives bad not been 
able to do that Tbe survey concluded that 
the members frit so basically because bu 
reaucratic control had hampered the ‘natu 
ral growth' of the co-operative So the 
democratic process should be restored and 
more power given to the elected body 

One point niiicb was not mentioned in 
the paperbutsubsequently came up through 
discussion was that, in the beginning when 
the co-operative was started the 
government’s role was basically in sup 
porting the co-cqierativc in the infant stage 
so that It could take off After a cci tain time 
the bureaucracy would withdraw and the 
co-operative would hr on Its own Dutonce 
the bureaucracy got the political domain 
for Itself, transferring that to the elected 
body became a restriction on its power 
base Bureaucracy as an interest group 
refused to reduce its political domain 

The next paper was on cu operatives in 
dieBurdwan distnct of West Bengal by II 
Bbattachaiya and S Mukhopadhyaya Ibis 
study look^ into the post 1977 scenario ot 
West Bengal, the tune since the rise oi the 
CPM led government Based on their study 
of co-operatives in one district, le, Buidwaii 
the paper argues that the TPM led 
programmes of panchayats, land reforms, 
etc, have brought changes in the character 
composition and wtaicing of the co opera 
Uves and luescnl day ‘success' of the co 
operative movement in Burdwan is iclated 
to the political drama played under the 
leadership of ('PM which came to and has 
stayed in power with the agenda of 
panchayats, land reforms etc 

The paper by N Raiaram 1 <k used on dis 
Inct level umon of cotton co opciatisis ol 
Baroda district The study looked into 11) 
CO opeiativcs' intciaction m\ a m\ the 
stale, and (2) the psilitics williin the co 
operatives Its major findings weic that 
political differences usually diJ not icsult 
in closure of co opeiativcs and a iclatid 
point that the Patidar community domi 
nated cotton co operatives and jiulitics it 
the distiict and st,it( level co <>pci.itivcs 
was the politics of rich Patidais i ven 
though each co operative was a distinct 
oiganisatiun in itself in the political pro 
cess they were inici woven Hence the state 
government, at the time of election most 
vigorously exercised influence at the level 
of the slate federation Another i«sue was 
the political tussle aiound and withia the 
cu operative Fhis tussle is basically an 
wlofilay between two kinds ot mijoi play 


an ffioo-o|MfMiv«poiiti«. i «,oim groupoi 
busuiess-farmax and another of farmw- 
politicians Nevertheless, both these groups 
predominantly belong loone particular com 
muniiy, Patidars 

B I Snvastava’s paper highlighted tbe 
election procedures contained in the Co 
operative ScKielies Acts and actual elec 
tions in the co operatives Srivastava con 
eluded that there arc basically three tools 
through which the slate government inter 
vcncs in the election prtK ess (1) amending 
the act t2) suspending elections through 
the registrar of cu operatives as in the case 
of Mehsana ((>U|aral) co operatives or ( )) 
suspending elections by oidinancc as in the 
case of f aniil Nadu 1 Ills p.ipcr was su;>plc 
mented by an observation by Manoranjan 
Mohanty of Delhi Uiiiveisily that the slate 
goveinmcnt itself acting against the demo 
cialic process is somewhat tainiliai to the 
fi>nnulation of Kajni Kothaii state igainst 
democracy Ibispapei pioviJei^stronf em 
pineal base for that foimulai'i n But then 
there IS a ptoblcm in the p.irticular con 
stniclion of state Implicit in the atnivc 
formulation is the ‘statist view whieb treats 
the apparati ot the state as cotciminus with 
‘state itscB Mohanty aigued that one has 
to take one step ahead from that because 
leaders or |i>i that matter the buieauciacy 
are not the state Slate is something larger 
and thcicfore many actors aie there We 
must make some enquiry to find out wh it is 
the social basis ol aulborilai lanism What 
IS It that make s it possible lot stale govern 
ments or layaialithas to suspend cleelions 
year alter \eai even lot a decade' Ihc 
second point that Mohanty made was that 
Ihcsourcesc I tensions arc no doubt located 
m micro situation«like the local caste and 
class nexus But at the same time the 
nation il politic d rcc>nomy also has its im 
plications foi (he micio level politic al pro 
cess Ibesciwoaie interacting together and 
tbcrelore an attempt has to be made to 
e aplurc this inter play 

Vii 1 A< 1 Dynamic s 

A piper b\ Sankai Daita on oilseeds 
growers eo ofierative societies ot Madhya 
l*rdJeshptescntcd ibcrcl itionshipbetween 
the village dynamics and cooperatives 
lunc (loniiig I he general finding of Datta is 
that 'lie existing relations and institution 
■used expectations of lights norms and 
obligations icilly give the flesh and blood 
to the organisation and affect decision 
miking Ihc cIcnicKratic norms arc read 
through these sets of factors in the villages 
and thercfoie people with a power base 
continue to umain mote visible in the co- 
i^rativcs lit .ilso argued that there arc 
two dimensions of the existing power base 
in rural India One is social and the other is 


WUIfUlllIVs Ul pMUVt|MiUUU M 

tbe pec^le in the economic activities of the 
community and power of tbe elite c^ierated 
through tbe social sanction they enjoyed 
The strategies also differ accordingly The 
kind ol stnmghold (bey have and the source 
ot pi (wer also dec idc the strategies through 
which they are ensunng that their power 
base (ontinues Secondly, there ts an alter¬ 
native group emerging alcxig wnth social, 
economic and other changes It has serious 
implications for the organisations which 
arc built on the premise of democratic 
piinciplcs II the process of demtKracy 
proposes autonomous space for tbe indi¬ 
vidual then individual members have an 
independent opinion wbis h they express in 
the form of their vote Bui it the individual 
member ol the society is not that autono 
mous then the question that is being asked 
IS insuchscUifigs IS a form of organisation 
based on democratic principles the appro¬ 
priate one'' Dada argued (hat alternatively 
we can ask the question il the individual is 
not an ah>m then could Ihc democratic 
process in each context have its meaning 
devoid of the spccilic institutional pro 
ecss' Ihcrcfoie howduision makingac 
quiics a specitic character can be under- 
sIihkI only with retercnce to the context in 
which Ibc organisation is liKatcd 

Kaipcsh Patel and Ptiansalkar presented 
a comparative study which Icxikcd into (he 
question how intcrrc lalions between the 
stale and commodity co operatives vary 
IromoneeommiKlitv toanother fhisstudy 
Was based on the co operatives of sugai 
cane eliKory and hoiticulture produee m 
Gujarat Die basic piemise of the paper 
was that intensity and nature of the rela 
tionship between (he commodity co op 
cratiVv’ and the slate would be contingent 
upon Ihc point of dependence on Ihc state 
and the t nticality of these points ol depen 
dciicc for bu>ine > > {>..ifoimance of 'he <o 
operative [ he study has found that among 
four above mentioned commodity co op 
eratives, the inlet actions were most vigor 
uus in the ease ol ''Ugarcanc co operative 
and the least in iliut of the chicory one Ihe 
papei also provided another piece of infor 
mation (which was not linked with the first 
finding) that this interaction is negotiated 
through caste and party politics 

The case of a sencultuic co operative 
was studied by Somasekhar Reddy As an 
intrniiuction, this paper bigbligbled tbe 
contrasting expenenccs between Tamil 
Nadu and Karnataka insofai as Ihe conduct 
ufekctions was concci lied Whereas elec¬ 
tions arc suspended again and again in tbe 
foimer, they are held regularly m Kunalaka 
And these elections aic, by and large, hotly 
contested In the particular co-operative 
under study tbe contest was primarily be¬ 
tween two families of the same caste group 
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ent politka] parties. Red^ttfoed (bat in a operative. Mishra has w^strucledacred- giventbeoji^portunity.havcdiversirjedinto 

semi-feudai social formation high level of ibie cxf^anation for this. service sector through modem education, 

political activities in terms of regular and !vome of them have shifted to urban cen- 

intensely fought elections do not ensure ('asti- F"AtTOR trcs/towns. These are the groups one finds 

that thcdecision-making process in the CO- most visible in the union office or the 


operative would be member-controlled. On 
the contrary, a dominant social group which 
has the ability to manipulate the demo¬ 
cratic process ensures the control of two 
families. These two families arerecognised 
by their respective parly high commands to 
be the natural leaders of the area. These two 
families ensure the flow of subsidies and 
benefits to their respective clienteles and 
the clienteles in turn provide the financial 
and political base to these families. 

Tlie next paper by Akhilcshwar Pathak 
and Vikash N Pandey tried to understand 
the working of one dairy co-operative in a 
dryland agricultural area with a tribal set¬ 
up. 'Ihc co-operative society has a large 
membership, collects mixlerate amimntsof 
milk and yet sustains itself. Ihe stability of 
the society, it was argued, can be located in 
the dynamics of relationships in the speci¬ 
fied group of members, the office-bearers 
and the prevailing socio-economic con¬ 
text, c.specially the ugro-climatic features 
and the agriculture system, market and the 
union of which this particular society is a 
part. The paper argued that the nature of 
relations in the village is such that die 
transaction in surplus milk is not central for 
most of the villagers. However, it sustains 
few individuals of different social groups 
and a small number of large suppliers. 
Other members do benefit by the existence 
of the co-operative, despite dairying being 
a subsidiary activity. All these reproduced 
the equilibrium which ensured the continu¬ 
ity of the co-op)crative society. 

Then we had a paper by Debiprasad Mishra 
on dairy co-operalives in Mehsana district 
of Gujarat. Ibe Co-operative Societies Act 
and the design of Aiiand pattern co-opera¬ 
tive constitute the primary clement of the 
institutional environment of the dairy co¬ 
operative. 'Hie village society, a network of 
habitual social relations, provides the con¬ 
text. As an emergent phenomenon the strac- 
tural element bear the mark of both, yet 
shaping them in a subtle manner. Hie re¬ 
placement of members of the managing 
committee seems to be occurring at regular 
intervals as per the bye-laws. However, 
such replacements are taking place without 
the elections being actually contested. The 


'llien wc had a paper on the Harabanki 
union in central I IP by the workshop direc¬ 
tors This .study, in addition, was attempted 
as a precursor to the synthesis which was to 
emerge in the last session of the w>irkshop. 
Rarabanki as part o^iAwadb region had 
witnessed the talnqdari settlement and had 
all the characteristics of taluqdari settle¬ 
ment; con.scqucntl} agrarian relations con¬ 
tinued to be primarily pre-capitalist. When 
land reforms came, it did not wipe out the 
negative relationship between ownership 
and cultivation of land, hut in the last four 
decades a few important changes have ik' 
curred which have profound implications 
for agrarian stiucture of the area. 

A numerically large number of backward 
castes have been gaining political visibil¬ 
ity. 'Hirough Ihc land reforms and green 
revolution packages these agriculturist 
castes have gained economically. .Secondly, 
through economic upward mobility coupled 
with mobilisation, a politically important 
group has been emerging from village lo 
slate level from these castes These changes 
have led to fractures in upper caste domi¬ 
nance at every level and intense ‘politick¬ 
ing’ is going on, denoting a qualitative 
change in the political discourse. 

Barabanki is an important setting of this 
disaiurse. It is district which has backward 
castes numerically in majority. Uppcrcastcs 
are numerically few and their dominance is 
scattered in the villages. This is the area 
where agriculture is slightly better than in 
the adjoining areas In the district a Ivger 
number of milk producers arc from back¬ 
ward castes. These milk producers are ba¬ 
sically cultivators who, given their indi¬ 
vidual capacity, have adopted green revo¬ 
lution twDnoIogy partially. They arc Ihc 
peopfe who milch their cows themselves 
and cultivate their land themselves (hiring 
labour at peak season). For them, milk has 
been traditionally a saleable commtxlity 
but they do not livcbyniilk alone. Primarily 
they are agriculturists and doing agricul¬ 
ture helps them in rearing milch animals of 
‘desi’ variety. "Hiey arc small producers of 
milk and sell it. They arc Ihe largest pro¬ 
ducer-members in the primary dairy co¬ 
operative societies. 


federation. In the village wherever these 
ca.stes’ (Kisition had been .stronger owing to 
historical reasons, they dominate the posts 
111 dairy co operative societies but not the 
membership The mobilisation on castc- 
elass lines has been leaving imprints which 
for most outsiders is ‘criminalisationoftbe 
society' or its ‘cultural trait'. 

Phis socio-economic sketch gives a clue 
to the development of certain configura¬ 
tions Participation in the organisation is in 
turn guided by this soi'ial-cconomic con¬ 
text Under the ‘mandal forum' there is 
in tensive |X)lit]cal mobilisation taking place. 
Ibc higher castes have lost some ground in 
terms of rent-seeking status in the villages. 
What is interesting in the village level 
societies is that the members (wherever the 
high castes arc not dominating) and Ihe 
office-bearers arc mostly from the back¬ 
ward castes, whereas in the union and 
federations one would find highcastes more 
visible. In some villages high caste people 
have retained their rent-seeking status and 
some of the village-level co-operative so¬ 
cieties are also controlled by these people. 
Consequently, there is an intense political 
and s(x;ial battle going on between these 
groups. 'Ibis is the turbulent state of a 
society where contradictions arc getting 
sharply articulated. In the district two po¬ 
litical parlies, Janata Dal and UJP. have 
very distinct clienteles. In the last three 
elections to the Barabanki union, the chair¬ 
man of the union tjclonged to Ihc backward 
castes. When the la.st time elections were 
announced, around 60 per cent of the nomi¬ 
nations were from the backward castes, 
Muslims and scheduled castes combined. 
When such a large proportion of nomina¬ 
tions is from one combination, the other 
castes (combining the higher castes of 
brahmins, kshatriyas and others) being in 
minority, it was certain that co-operative 
societies at village level would be con¬ 
trolled in large numbers by the backward 
castes, flic union would also be mostly 
manned by backward caste people and con- 
sc(]ucntly the chairman could also be from 
the backward castes. Ibc BJPgovernment 
at that time suspended the election. 

TOWARfXS A SYN1HF..SIS 


number of candidates showing inteiest had In contrast, Ihe uppcrcastcs have r(X>(s in 


normally been greater than the number of 
vacancies to be filled In the past seven 
years there had not been even one initlance 
of a normal electoral procedure being fully 
gone tbnwgh. The trend towards avoiding 
contestes and elections is unmistakable as 
other organisations located in the village 


their intermediary priestly or other non¬ 
cultivating ancestry. l iving on rental in¬ 
come or through surplus appropriation, 
these groups have hung on lo their stwial 
status. It will be, however, denying the 
transition if wc call them feudal overlords. 
However, they cherish memories of their 


Participants in the workshop shared the 
opinion that the theme being deliberated 
upon was of vast variety and rich complex¬ 
ity. Given this, any attempt at synthesis 
would only be partial and therefore must be 
stated with explicit admission of its tenta- 
livcncss. 'Ihus what follows in the next few 
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‘’^piira^|4is'it to be viev^ keeping ibe 
above in mind. 

llial with a change of political party in 
power in any state comes certain thrusts 
dircclc»] at the co-opcrativc organisations 
is common knowledge. Hut that there arc 
differences in the modus openindi of dif¬ 
ferent political parlies in clfecting this is 
not so commonly kn(.>wn. If we were to 
classify political parlies as those with cad¬ 
res or identifiable membership bases in 
rural areas and those without ()K-cause of 
the loosely-coupled nature of membership 
as in case of Congress or Janata Dal; or 
because of the nature of its politics, as in 
ca.seof BJP), we find a subtle difference in 
their modes of operation indcaling with the 
governing structures of co-operatives. I'or 
example, in West Bengal, after its return to 
power in the late 70s, the Ix'ftist combine 
started mobilisation for CO of>crative mem¬ 
bership. Amendments were made in the 
Co-operative Act to facilitate the process 
of enrolment of new members. With in¬ 
creased membership, when the elections 
for the governance of co-operatives were 
held, the parties in the left combine (CPM 
in particular) emerged victorious. Perhaps 
ironically, in spite of this, the social back- 
ground of co-operative leaders has not re¬ 
ally changed. By contrast, in Uttar Pradesh 
when the bid of Bharatiya Janata Party for 
the control of dary co-operati ves was faced 
with the prospect of failure, the office of 
the regi.strar was used to .stall elections. 

Every political party scents to evince 
increasing inlcrc.st in the membership and 
electoral affairs of co-operatives. The in- 
leitsity of this interest perhap.-; varies with 
the extent of resources handled by a co¬ 
operative or the centrality of the co-opera 
tiye to the economic base of the area. 'Iliis 
begs an explanation. One that could be 
safely advanced is that apart from the 
panchayat institutions, the other 
organisation in rural areas which receives 
govemmentaJ patronage and yet has a sup¬ 
posedly democratic character is the co- 
(^iCTative. Thu.s involvement in its elec¬ 
toral affairs is perceived not only as a 
normal political activity but also as a po¬ 
tential instrument to extend patronage to 
some and the crumbs of development' to 
others. This later, in turn, reinforces the 
legitimacy of the involvement. 

In different states the nature of support 
base of various political parties differs. In 
some it is identifiable with specific sctcial 
groups, while in others no such identifica¬ 
tion could be established. UP is pierhaps an 
example of the former. Here the support 
base of different political parties is closely 
related to the dynamics of the agrarian 
structure and changes taking place in rural 
society. Thus the electoral battles for con¬ 
trol of co-operatives arc getting fought on 


these sharjiened sdcio-economic configu¬ 
rations. (tujaral, it seems, provides a con- 
tra.sting picture licrc, while the initial cam¬ 
paigns and electioneering (for electing 
memlicrs ot management committees or 
Itoards of directors) arc done along party 
lines, .subsequent efforts dcfrcnd largely 
upon the former's outcome. I'or example, 
if the success of a candidate liclonging to a 
particular (ixilitically) dominant commu¬ 
nity is assured no matter which parly wins 
the chairmanship, then the motions are 
gone through along the party lines But if 
such an eventuality is uncertain, then 
mobilisation is done along caste lines cul¬ 
ling across political parties. Ilisquiteclear 
that CO -oficrativc elections in Gujarat arc as 
action-packed and as keenly contested as in 
other states, contrary to the popularly-held 
opinion 

It is not uncommon for members of dif¬ 
ferent (xililical parties actively engaged in 
Co-operative elections to maintain that co¬ 
operatives arc apolitical in nature. This 
observation rai.ses more questions than it 
answers. Perhaps further probing would 
give us a better understanding of the politi¬ 
cal discourse related to co-operatives. 

Predominantly, the papers presented at 
the workshop focused on co-operative 
members and members’ interaction with 
different structures and elements. Tills fo¬ 
cus was enunciated because if a co-opera- 
tivc is to be viewed as a unique organisation, 
its uniqueness comes from the extent of 
closeness the members (the owners!) have 
with the organisation. We found that this 
was a limited perspective. 

Political disumrsc in co-operatives en¬ 
gages various constituencies. Members and 
their immediate context is only one of 
these. The larger forces of continuity and 
change operating at state, national and in¬ 
ternational levels also partake in this dis¬ 
course. There arc also political parties and 
leaders, co-opcrativc ideologues and pro¬ 
fessional employees of co-operatives, busi¬ 
ness competitors in private and public sec¬ 
tors. All these actors with their particular 
intcrc.st$ and ideological predilections arc 
vying with one another; the space created 
for co-operatives is only the consequence 
of these tussles. Thus ‘co-opcrativc' is the 
arena in which negotiations between and 
among various constituencies are taking 
place. These go on to shape the character of 
the arena and in turn get shaped in future 
engagements. 

To sum up, the co-opcrativc is a social 
organisation, based on certain sociologi¬ 
cal, ideological and political agenda The 
co-opcrativc organisation consists of mem¬ 
bers who have many other extra-economic 
intentions/loyaltics along with monetary 
interests (may be mutually reinforcing). 
This involves political processes where 


primttrily Janus-faced institutions existing 
even prior to the emergence of cu-opera- 
livc.s, gmupdynamics and other primordial 
loyalties interact with each other. Many a 
timc.s thc.se arc interwoven with the prob¬ 
lem of representation in co-operatives. 
Given these variaiionsof purely 'economic' 
and socio-political and economic mix as 
specific ‘goals’ of particulareo-opcrativcs. 
these have to be understood in their context 
of conflict, co-opcration and negotiations. 
In doing so, it is imperative that we look at 
CO-operatives as social formations embed¬ 
ded in a a larger social formation which is 
being informed by external agents, Uxial 
contingencies and arc informing these in 
turn. 

Two formulations which workshop par¬ 
ticipants found particularly interesting and 
promising for such academic endeavour 
arc: (1) the political design as a necessary 
prerequLsite alongside the process for the 
analysis of rulc.s of formation wherein all 
three spheres of state, society and co-op- 
eratives arc imbricated with one another; 
and (2) the .stale, society and co-operative 
discourse where the interests are articu¬ 
lated in the institutional forms and the 
institutional forms, in turn, providc/facili- 
lalc the articulation of interests and thus thC 
co-t)pcrativc organisation as an emergent 
phenomenon rather than as a closed and 
static one. 
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Emergence of the Submerged 
Indigenous People at UN 

C R Bijoy 

The declaration of 1992 as the International Year of the 
Indigenous People by the UN came after a long st ruggle. But 
there is now the danger that with the revival of colonial ambitions 
under the US leadership in the UN, the real issues of the 
submerged will be exploited by imperialist forces to subvert their 
genuine attempts at social transformation. 


THE Rio Earth Summit i^ 11992 turned 
out to be a damp squib alter all the 
euphoria and media hype so skilfully 
created and executed. The same year the 
33-year old Rigoberta Menchu, an indi¬ 
genous woman, got the Nobel peace prize 
for her work on human rights in Guate¬ 
mala and the UN launched the Interna¬ 
tional Year of The Indigenous People in 
New York on December 10 that year. 

October 12, 1992 was celebrated as the 
nnh centenary of Colombus’ ‘discovery 
of the new world’. The grandeur with 
which mankind was to be reminded of 
that event in 1492 when Colombus landed 
in Walling Island, now San Salvador 
Island in Bahamas, as a watershed in 
human civilisation—the dawn of this 
modern era, was scuttled try widespread 
opposition to it. How could anyone sane 
enough ‘celebrate’ such a shameful 
event—a veritable blot on human history, 
which laid waste ancient civilisations in 
just three decades in the Americas and 
where 90 per cent of its people were 
brutally wiped out within a generation of 
European invasion? Outraged at the very 
proposition, it generated not only wide¬ 
spread indignation but also elaborate 
plans to remember the day as ‘SOO years 
of Rcsisunce' to rolonisauon. 

Far away in an obscure hill town of 
Mananthavady in Wayanad district of 
Kerala, about 1,500 adivasis representing 
over 35 adivasi organisations and move¬ 
ments from 11 states converged for the 
‘Adivasi Sangamam’—the confluence of 
expressions of self-assertions. Not that the 
adivasis of rhis southern part of India 
chose this very day, October 12, 1992, to 
primarily oppose the Colombus celebra¬ 
tions. On this very day 190 years ago, the 
adivasis of Wiiyanad led by Thalakkal 
Chandu, a Kurichiya, beat back the 
British imperialist force destroying 
I^namaram Fort, 16 km from Manantha¬ 
vady. It was a search for renewed vigour 
to strengthen their struggles against their 
decimation as distinct peoples. 

Emercenci; or Indigenous People 

It was during the 1982 session of the 
UN General Assembly that Spain propos¬ 
ed that the fifth centenary year of the 
voyage of Colombus to the western hemi¬ 
sphere 1992 be declared an official UN 


year of what they called 'The Meeting of 
the Two Woilds’. Predictably Latin 
America and the western bloc countries 
enthusiastically supported it while the 
eastern Europe, the erstwhile Soviet Union 
and the Asian countries indicated their 
non-opposition to the proposal, llie unex¬ 
pected walk out by the 50-member .^fncan 
group when the proposal came up for 
debate and a vote and their subsequent 
statement of outrage at the proposal to 
celebrate the onset of modem colonialism 
in the UN, a body supposedly established 
for peace and decolonisation, killed the 
proposal outright. The African reaction 
was quite reasonable That 1492 voyage of 
Colombus was also the first time that 
enslaved Africans were transported across 
the Atlantic Ocean. Chattel slavery that 
existed a millennium and a half Earlier in 
the Roman empire was reintroduced into 
the European civilisation with this event. 
The rape of Africa had begun leading to 
its subsequent colonisatioa The institu¬ 
tionalisation of modern colonialism and 
racial superiority took roots then. 

By 1982 the lobbying at UN by indi¬ 
genous activists and their supporters had 
ensured that UN take cognisance of the 
distinct history and problems of human 
rights violations of indigenous peoples. 
They had lobbied in vain for declaring 
1992 as ‘The Year of the World’s Indi¬ 
genous Peoples', coinciding with the fifth 
centenary Colombus celebrations. Even 
the Cobo Report of 1986 authorised by 
Economic and Social Council (ECOSOC) 
of UN recommended that 1992 be desig¬ 
nated as the International Year for the 
World’s Indigenous Peoples. This was 
seconded by the Sub-Commission on 
Prevention of Discrimination and Protec¬ 
tion of Minorities. However, the Commis¬ 
sion on Human Rights and ECOSOC am- 
mended the recommendations that the 
year be proclaimed ‘when appropriate’. In 
1988, the UN Working Group on Indi¬ 
genous Populations (WGIP) and the Sub- 
Commission on Prevention of Discrimi¬ 
nation and Protection of Minorities pro¬ 
posed that the year begin at the end of 
1992 coinciding with the end of the Se¬ 
cond Decade for Action to Combat 
Racism and Racial Discrimination. See¬ 
ing this as a way out from the stalemate, 
the UN General Assembly endorsed this 


at iti sesiddif ln 

again won tile day in UN. The year of in¬ 
digenous people was to see the emergeiice 
of attempts to make the submerged in¬ 
digenous people visible, at least those in 
the lands where the descendants of Euro¬ 
pean invaders continue to rule, viz, 
Americas, Australia, New Zealand and the 
Pacific Ivtands. 

Culturally distinct groups that have oc¬ 
cupied a region longer than other immi¬ 
grant or colonist groups are generally 
referred to as ‘indigenous peoples’. Even 
though there is no generally accepted 
single definition of indigenous people 
four principle elements are recognised in 
the developing of legal definition, viz, pre- 
existence, non-dominance, cultural dif¬ 
ference and self identification as indi¬ 
genous. The UN bases its reference to the 
issue of indigenous peoples on a working 
definition: “Indigenous populations aip 
composea of ihc existing descendants of 
the peop^les who inhabit^ the present ter¬ 
ritory of a country wholly or partially at 
the lime when persons of different culture 
or ethnic origin arrived there from other 
parts of the world, overcame them and, 
by conquest, settlement or other means, 
reduced them lo a non-dominant or col¬ 
onial situation, who today live more in 
conformity with iheir particular social, 
economic and cultural customs and tradi¬ 
tions than with the institutions of the 
country of which they now form a part, 
under a state structure which incorporates 
mainly the national, social and cultural 
characteristics of other segments of the 
population which are dominant!’ This 
was originally interpreted to mean non- 
European groups living in areas colonis¬ 
ed by European descendants, thus locat¬ 
ing most indigenous peoples in the western 
hemisphere, the Americas, the Pacific 
Islands, Australia and New Zealand. 

There have been discussions on the 
rights of indi^nous peoples in the League 
of Nations. The Universal Declaration of 
Human Rights proclaimed by the UN 
General Assembly in December 1948 en¬ 
titled every individual, for the first time, 
to the basic rights, thereby implying that 
individual human rights arc not simply an 
internal domestic matter of Sovereign 
States but a common concern for the 
whole humanity. Deeply rooted in the 
capitalist western individual milieu, the 
declaration madc/io provision for the pro¬ 
tection of ethnic groups and communities 
living in the modern state system, in the 
early i950s, the International Labour 
Organisation (ILO) gave considerable at¬ 
tention to the issue of the rights of indi¬ 
genous peoples. ILO was the only element 
of the League of Nations that survived the 
second world war and later became the 
first specialised agency of the UN and ILO 
was given the responsibility for this sub¬ 
ject for more than two decades. ILO 
created the Andean Indian Programme— 
an inter-agency, multi-sectoral and multi¬ 
country programme in which the UN, 
FAO, UNICEF and WHO participated. It 
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began with the establishment of action 
centres in Bolivia, Ecuador, and Peru in 
1954, and was subsequently extended to 
Aigcntma, Chile, Colombia and Venezuela 
with the major aim ol improving the 
living and working conditions of the in 
digenous peoples ol Andes, it culminated 
in the ‘Proyecto Mutinacional de Desar 
rallo Communal Andino (1971 73)’ altei 
which the programme was handed over to 
the individual states concerned. 

In 1951, the first session of the C oni- 
mittee of Experts on Indigenous l.abour 
was held and the second (and final) ses¬ 
sion in 1954 The committee's general ap¬ 
proach was the basis of the international 
instruments later adopted by IIjO. They 
recommended that the agenda of “the 
social problems of indigenous population 
of independent countries” he placed in the 
forthcoming session of the ILO confer¬ 
ence, The Cieneral Body accepted this 
recommendation. Meanwhile in 195.3, a 
document Indigenous People, living and 
Working Condi lions oj Ahongtnal Ikjpu- 
lalions in Independent Countries was 
brought out—a major cffori which was 
part of the Andean Indian Programme. 
In the 39th session of ll.O in 1956. The 
Law and Practue Report. I.iving and 
Working Conditions of Indigenous Ikipu- 
lotions in Independent Countries was sub¬ 
mitted. it gave a detailed review ol the ac¬ 
tivities of international organisations in 
assisting indigenous people, directly or in¬ 
directly, principally through the Andean 
Indian programme. It alvs included detail¬ 
ed information on ‘tribal and semi-tribal' 
population groups extending the scope to 
people with tribal or scmi-tribal structure 
whose social and economic conditions are 
similar to those of indigenoas people This 
definition goes beyond the narrow anthro¬ 
pological usage ‘indigenous’ into coverage 
of all groups living in similar conditions 
After a difficult and complex discussion, 
the Convention on the Protection of Indi¬ 
genous and Tribal Populations No 107 
and its accompanying recommendation 
No 104 were adopted with near unanimity 
in the 1957 ses.sion of IIjO. This remains 
the only international instrument adopted 
by any international organisation for the 
protection of indigenous and tribal popu¬ 
lations till date. This converiion came into 
force on June 2, 1959. India was among 
the first few countries to ratify this in 
1958. Altogether 27 states have ratified 
this, 14 of them in l^tin America and the 
Caribbean. 

Issues and PROBi.tMS 

The issues and problems of indigenous 
populations related to the fundameiital 
freedoms and human rights. Recognising 
this, in August 1970, the Sub-Commission 
on Prevention of Discrimination and Pro¬ 
tection of Minorities recommended to 
ECOSOC through its Commission on 
Human Rights, that a complete and com¬ 
prehensive study of the problems of 


discrimination a'g^RM irtdigenouS pdpdla- 
lioiis be undertaken. The ECOSOC in 
May 1971 authorised the above sub¬ 
commission “to make a complete and 
comprehensive study of the problems of 
discrimination against iiidigcnoiiv popula¬ 
tions and to suggest the necessary national 
and international measures for eliminating 
such discriiiiinaiion, in co-operation with 
other organs and bodies ol the UN and 
with coinpetent international organisa¬ 
tions" lose H Martinez Ctibo was ap 
pointed si>tMal rapporteur for “the study 
of the problems o( disenmination against 
indigenous poinilation" During this very 
same period. <leorge Manual, an nidi 
gciuuis person Ironi Canada, organised a 
meeting ot indigenous people in 1971. 
l.atcr he iravelled lo South America and 
began the laborious task of creating an in¬ 
ternational lorurn. The World Council ol 
Indigenous People (WCIP) came into 
exiMcnee in at Port Albemy, near 
Vaneoiisei ai the initiation of National 
Brotherhood ot (Red) Indians ot Canada. 

In Scplembei I9SI, an international 
NCiO conI'eieiK e on 'Indigcmoiis Peoples 
and the I and' was held It ainsidercd the 
issues ol land rights ol indigenous 
peoples, intcrnaiional agreements and 
treaties, land leforms and systems of 
tenure, indigenous people’s philosophy 
and the land, transnational corporations 
and their efieets on the resources and the 
land of indigenous people and the impiiet 
ol nuclear build up on the land and the 
life ol mdigenpus people. By the 1980s, 
the indigenous people created a number 
ol organisations at the national and 
legional levels. 

in April I9K1, the third assembly ol 
WCIP in Caiiheir i came out with a draft 
lnternation.il Convention on the Rights 
o( itidiperious People and was adopted. 
Ill the loiirili assenihly in September, 1982 
at Panama, WCIP adopted a further dec¬ 
laration f't prituiplcs. Other significant 
developments ni the UN lot the rccognilion 
.ind protection ol the indigenous popula¬ 
tion rights wci e !he two world conferences 
lo Combat Racism and Racial Discrimina- 
lion in .'\ugu.si 1978 and in 1983 at Oeneva. 
Both these concerned them.<ielve.s with cer¬ 
tain piobicnis and aspect of discrimina- 
Uon agains! indigenous populations and 
have included concrete measures in their 
programmes of actions. In particular, at 
the first conference it was clarified that 
indigenous peoples should not be 
synonymous with minorities. They should 
be treated and protected as ‘indigenous’ 
or ‘native peoples’ regardless of the faci 
that they constitute the majority or 
minority of the total population in the 
states in which they live. They have theii 
own rights, particular characteristics, 
traditions, culture and identity which 
should be piotcctcd by international in- 
strtinxfnt.s and national coastiiutions and 
other legislative and administrative 
measures The litst world conference urg¬ 
ed stales lo recognise the following 
specific rights (if indigenous people. 


- (i) Tb call themselves, by tLteit ptop^ 
names and to express freely their, ethnic 
and other characteristics; 

(ii) To have an official status and lo 
form their own representative oiganisations; 

(ill) To carry on within their own areas 
ol settlement their traditional structure of 
economy and way of life; this should in 
no way affect their tight to participate on 
an equal basis in the economic, six'ial and 
political development ol the country; 

(iv) To maintain and use their own 
laiigi!ag(^>, wherever possible; foi administ 
ration and education; and 

(V) To receive education and informa¬ 
tion in ihcir own language, wiih due 
regard (o their needs as expressed by 
themselves, and to disseminate infoima- 
iion regarding their problems and needs. 

By 1982, the Martinez Cobo study was 
almost complete. This and the pressures 
by indigenous leaders, organisations, 
NCiOs, Human Rights Organisations, etc, 
resulted in a significant development in 
the working of UN with the creation of 
the Working Group on Indigenous Popu- 
lation.s (WGIP) by the ECOSOC Resohi 
non No 1982/34 in May 1982. This WGIP 
was to review deveiopmcius peiiatnmg to 
the promotion and protection of human 
rights and tundamenial freedom of in¬ 
digenous peoples and to give special at- 
icntion to the evolution of standards con¬ 
cerning rights of indigenous peoples tak¬ 
ing account of both the similarities and 
dilfcrcnces in the situations and aspira¬ 
tions ol indigenous peoples throughout 
the world. WGIP was also to formulate 
a drall proposal for the UN Universal 
Declaration of the Rights of Indigenous 
l\:oples An important procedure of the 
WGIP IS the full scope of the participa¬ 
tion of rcpre.sentatives of indigenous 
peoples and Iheir organisations. 

In 1985, the UN Voluntary fund lot In¬ 
digenous Populations was constituted to 
provide financial assistance lo repiesen- 
tatives of indigenous peoples and then 
organisations lo attend UN meetings 
Since 1988 the fund began disbursing 
grants enabling a numbci of people from 
many countries to attend the meetings. In 
1986 the Cobo study which look 12 years 
in the making with 22 lengthy chapters of 
over 1,4(X) pages entitled Study of the Pro¬ 
blems of Discrimination against Indi¬ 
genous Population was published The 
study recommended the recognition of 
their natural and inalienable right to re¬ 
tain the land and all resources found on 
the territories possessed by indigenous 
peoples, provision for compensation for 
the loss of land in the past, management 
and development of the customary resour¬ 
ces in accordance with their own customs 
and traditions. The participation of in¬ 
digenous people in WGIP steadily mcrea.s- 
ed in the 80s. ECOSOC had meanwhile 
recognised non-governmental organisa¬ 
tions like International Work Group for 
Indigenous Affairs, Survival Interna¬ 
tional, World Council of Indigenous 
Peoples, Four Directions Council, Grand 
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ot iiw cices, utaa circumpoMir 
ConfemKe, Nationai Indian Ifouth Coun¬ 
cil, Indigenous World Association, South 
American Indian Council, Indian l,aw 
Resource Centre, National Aboriginal and 
islanders l^gal Service and international 
Indian Treaty Council. 

The WGIP in its fourth session in 1986 
evolved .seven draft principles which read 
as follows; 

(1) The right to full and effective enjoy¬ 
ment of the fundamental rights and free 
doms universally recognised in existing in¬ 
ternational instruments, particularly in 
jhe Charter of UN and the International 
Bill of Human Rights; 

(2) The right to be free and equal to all 
other human beings in dignity and rights, 
and to be free from discriminations of any 
kind; 

(3) The collective right to exist and to 
be protected against genocide as well as 
the individual right to life, physical inte¬ 
grity, liberty and security of person; 

(4) The right to manifest, teach, piac- 
tise and observe their own religious tradi¬ 
tions and ceiemonics, and to maintain, 
protect and have access to sites for these 
purposes; 

(5) The right to ait forms of education, 
including the right to have access to 
education in their own languages and to 
establish their own educational insti¬ 
tutions; 

(6) The right to preserve their cultural 
identity and traditions, and to pursue their 
own cultural development; 

(7) The right to promote intercultural 
information and education, recognising 
the dignity and diversity of their cultures. 

Subsequently a number of other issues 
became part of the debate which was to 
evolve into a draft Universal Declaration 
on the Rights of the Indigenous People. 
Some of the important issues are the right 
to autonomy, .self-government and self- 
determination, right to health, medical 
care and other social services, right to 
legal assistance and protection, right to 
traditional productive activities, right to 
freedom of assembly and association, 
right to social security arid the right to 
trade and to maintain economic, techno¬ 
logical, cultural and social relationships. 

Throughout the 1970s and the early 
1980s there was a steady crescendo of 
criticism of ILO’s Convention No 107. In¬ 
digenous people and their advocates saw 
that it was seriously flawed. The IID Con¬ 
vention’s basic approach was integra- 
tionist in that it sought that the in¬ 
digenous people be integrated to the 
mainstream of society rather than evolve 
and develop as distinct peoples. The UN 
Special Rapporteur Martinez Cobo, 
UNESCO and a number of NGOs sug¬ 
gested changes. The ILO General Body 
then convened a meeting of experts in 
September 1986 to advise on the possible 
revision of the convention. The WCIP and 
Survival International were invited. Many 
others attended as observets. It was agreed 
that Convention No 107 needed to be 


revtsed to remove the inteHnuiOnist ap¬ 
proach in it and to reinftwee its position 
in land rights. The revisions, were made 
and was adopted as Resolution No 169 in 
June 1989. 

Another significant development was 
that the term ‘indigenous peoples', which 
until the I98(}s was used in UN and other 
international circles only to describe 
peoples in areas where the descendants of 
colonial powers still form the dominant 
groups, was broadened to aj^ly to groups 
throughout Africa rather than just South 
Africa, and Asia including China and the 
erstwhile Soviet Union. The exclusion of 
indigenous peoples from the African and 
Asian context, which together con.stituted 
about 80 per cent of the world’s 260 
million indigenous people (Africa 14.3 
million or S.S per cent and Asia 190 
million or 74 per cent), was not on any 
theoretical grounds but on political ones. 
For one thing, such a position in (urn 
meant that the nations where the descen¬ 
dants of colonists did not form the domi¬ 
nant political groups as in Africa and Asia 
would support the UN positions to defend 
the rights of the ‘colonised people’. 
Secondly, this would altogether avoid the 
issue of ‘internal colonisation’ (of indi¬ 
genous people in Africa and Asia) making 
its entry in the UN through the issue of 
definition of indigenous peoples. It also 
reflected the existing reality of the 
domination of a Eurocentric world-view 
which determines working concepts. 

The WGIP presented its first draft 
Universal Declaration on the Rights of 
Indigenous Peoples in 1988 which endors¬ 
ed the call for the promotion of indi¬ 
genous societies, cultures and traditions 
through ethnodevelopment and compre¬ 
hensive participation, recognised their in¬ 
alienable rights of ownership and posses¬ 
sion of lands which they have traditionally 
occupied and acknowMged their right to 
pursue their traditional and other econo¬ 
mic activities without adverse discrimina¬ 
tion and to decide their own future 
development. The draft was further revis¬ 
ed in 1990 and is.sues like the right to 
natural endowments, treaty rights, auto¬ 
nomy, self-government, self-determi¬ 
nation, etc, were added. 

The terms ‘autonomy’, ‘self-government’ 
and ‘self-determination’ in the draft 
declaration has irked many nation states. 
In response the UN called for a meeting 
in September 1991 at Nuuk, Greenland, 
of experts on the issue of indigenous 
autonomy and self-government which 
recognis^ that indigenous people are 
“historically self-governing with tlwir own 
languages, cultures, laws and traditions”. 
This meeting held the view that indi¬ 
genous peoples constitute distinct peoples 
and societies, with the right to self- 
determination. including the right to 
autonomy, self-government and self- 
identification. 

The draft Declaration would be finalis¬ 
ed in the llth session of the WGIP in laic 
July 1993. It will then proceed (hroii!8h the 


Stib-Com«tM»ioA on mwmtKHi or uuct)- 
mination and Protedient of Minoritici, 
the Commission on Human Rights and 
ECOSOC before it finally reaches the UN 
General Assembly for ratification. This 
proc-css would take several years. And how 
much of iis present content will remain 
when the Universal Declaration is through 
remains lo be seen. 

iNlJtA’S StANO 

I'hc 60 million adivasis coastituting 23 
per c-ent of the world’s indigenous peoples 
makes India the country with the largest 
population of indigenous peoples. This 7 
per cent of our population predominating 
in 20 per cent of our land mass had their 
rights lo their ‘world’ fragmented to 
‘rights and privileges’ of persons to the 
forest by the Barest Act of 1927 which fur¬ 
ther reduced to ‘rights and concessions’ 
by the forest policy of independent India 
in 1952,40-80 per cent of their land were 
derecognised by law. 4-5 million are push¬ 
ed to destitution as their occupation of 
lands are considered illegal because they 
were shifting cultivators and so did not 
continuously cultivate their lands and 85 
per cent of these people officially live 
below the poverty line. Their history has 
been replete with struggles against the 
‘colonisers’ of their world which even 
today has shewn no let-up. 

With the initiative taken primarily by 
the activists of the Jharkhand movement, 
the Indian Council of Indigenous and 
Tribal Peoples (ICITP) was formed in 
1987 and affiliated to the >M>rld Council 
of Indigenous Bcopit The ICITP has 
been a regular invitee in the meetings 
of WGIP since then. As early as 1984, 
the official position of the governmenl 
of India in WGIP has been that there 
are ‘no’ indigenous people in India and 
that “tribals in India do not constitute 
what is understood here by the term indi¬ 
genous populations”. Their consistent 
position has been that India is constituted 
by a complex mosaic of peoples with 
different cultures, languages and reli¬ 
gions and moreover is a ‘melting pot’ of 
cuhures. 

The arguments of the indigenous 
peoples of India (adivasis) have been that 
the adivasis of India fall under the defini¬ 
tion of indigenous people and this has 
been conceptually referred thus even 
among the various reports and pubhea- 
lions of the government of India, tIuH the 
human rights of adivasis enshrined in the 
Constitution of India have been con- 
sistentiy violated even by the government; 
that the adivasi area is subject to internal 
colonisation; adivasis are treated as the 
subjects of colonisers even by the govern¬ 
ment of India, that millions of adivasis 
arc displaced, that there is constitutional 
crisis in the adivasi areas which has 
even been acknowledged by the official 
reports of the government of India like 
for example the 29th Report of the 
Commission for Scheduled Castes and 
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itihcduled Ttibes where there is even a 
section titled ‘Constitutional Crisis in 
Tribal Areas’. 

The Rcrmancnt Mi.ssion of India to the 
UN office has a different story to tell in 
WCilP. While agreeing to the difference 
between indigenous people and minorities 
as noted in the UN debates, they a.sserted 
that indigenous people cannot be erjuated 
with ‘scheduled castes and scheduletl 
tribes’ as they are created by the Consntii 
tion for the purpose of positive discrimi¬ 
nation to secure for them special privileges 
and to ensure their accelerated progress 
on account of backwardness due to histo 
rical reasons. Most of the tribes in present- 
day India share their origins with the 
neighbouring non-tribai population In 
order to prove that the allegation that the 
government of India is violating the 
human rights of scheduled tribes is false, 
the mission pointed out to the special at 
tention given to their problems and 
welfare. SCs and Sl^ are not subject to 
special privation by the government 
through development projects as acquisi¬ 
tion of land from the citizens through the 
set legal procedures is a practice adopted 
irrespective of their status and these arc 
done for the progress of the nation. 

Tb disprove the allegations that India’s 
latitude to adivasis arc colonial, the mis¬ 
sion averred that members of the .STs have 
been members of parliament, state legis- 
taituics and even ministcis. They have b^n 
running governments in states such as 
McghaUtya. Artmadral Ptadesh, Mizoram. 
THpura, Manipur and Nagaland. I'he 
Constitution itself prescribes protection 
and safeguards for some of which are; 

(a) The curtailment by law in the in¬ 
terest of any ST, of the general rights of 
all citizens to move freely, reside and set¬ 
tle in any part of India; 

(b) Permitting the state to make reser¬ 
vation for the backward classes including 
Silk in public services in ca.se of inadequate 
representations and requiring the state to 
consider their claims in the making of ap¬ 
pointments to public services; 

(c) Reservation of seats in the Lok 
SUibha and state legislatures; 

(d) The setting up of tribal autonomy 
councils and separate departments in the 
states and appointment of special officer 
at the centre to promote their welfare and 
safeguard their interest; 

(e) Special provision for administration 
and control of scheduled and tribal areas. 

These arc some of the positive discrimi¬ 
nations provided by the Constitution 
which is not to be understood as ‘adverse 
discrimination’. The mission also pointed 
out that the government of India does not 
recognise the right of self-determination 
of any group of people within India. 

Article 342 of the Indian Constitution 
dertnes a tribe as “an endogamous group 
with an ethnic identity, who have retain¬ 
ed their traditional cultural identity; they 
have a distinct language or diahxt of their 
own; they ate economically backward and 
live in seclusion governed by their own 


social norms and largely having a self- 
contained economy". This definition falls 
very we'l within the scope of the current 
iiiidcrstanclinj’ of the term ‘indigenous 
people’, which has moved beyond the 
earlici dcfinii ion of people dominated by 
de.sccndanis of coloni.ser.s, thus becoming 
applicable to the Indian context. As far 
back as 1961, the scheduled areas and 
sshcdiilcj (ribes commission had made 
such an equation. Moreover, India had 
made an ofticial acknowledgement at the 
interiiaiioiial level by being one of the first 
signaiones of the ILO convention No 107 
of I9''7 thus ratifying it even though the 
revision No 169 of 1989 is yet to be ratified 
by India. Despite the stand of India in 
Wtiir, lor the purpose of UN, India’s 60 
million inbal population has b^n record¬ 
ed as indigenous people 

Unlike the so-called New World and 
(>:e:inia where the subjugation of indi¬ 
genous peoples is of recent history, the 
more accepted history of India on the 
phenomenon oi marginalisation of the in- 
digciiou.s peoples is the event of physical 
invasion hy the Aryan people thousands 
of yeai.s ago perpetuated through the 
times, fbe fieople who remained outside 
the doniiiiani society remained identi¬ 
fiable as indigenous people of the land 
while the rest got submerged into it in 
varying degrees being relegated to the 
lowest rung in the social laddei. The 
ICffP works with the demand that ‘to 
begin with India's scheduled tribes’ should 
be equated with ‘indigenous peoples’ 
mentioned in the UN documents. In the 
Wfill* there ha.s been the emergence lately 
that ‘daiits’ (meaning scheduled castes 
besides (he scheduled tribes) are the indi¬ 
genous people of India. Interestingly, the 
I’crmanent Mi.ssion of India always took 
care to reply to iheadivasi issue in WGIP 
clubbing SC's and Slk together in its 
references, anticipating perhaps and hop¬ 
ing for the demand to come up in WGIP 
that SC's also come within the definition 
of indigenous (icople. It is conceivable 
that in the game of one-upmanship, the 
government of India now hopes to con¬ 
found the issue of indigenous people in 
India in WGIP by using the demand for 
recognition of SCs as indigenous people 
to prove the original ‘melting pot’ theory 
of theirs. After all there is no dearth of 
convenient arguments that can be mar¬ 
shalled for (his. Political expediency 
requires the avoidance of the issue 
altogether. 

By refusing to acknowledge that there 
are indigenoas people in India, all that the 
government seeks to achieve is to ensure 
that there arc no problems for it to discuss 
in the UN sub-committec The Constitu¬ 
tion of India provides for autonomy 
through the fifth and sixth schedules by 
(he provision of advisory council and 
autonomous councils. The 13th amend¬ 
ment also provides for tribal statehood. 
These had given and continues to give 
legitimacy to the various adivasi strug^es 
and movements for more political power 


and aulonomy/. These cdnstitutiatielfy 
legitimate provisions of varying degrees 
were granted in many ca.ses after prolong¬ 
ed repressions, the latest of them being (he 
agreement for autonomous council with 
the Bodos of Assam. The fear of the 
government to accept the existence of in¬ 
digenous people is that the acceptance 
would evcniually mean ratification of the 
Universal Declaration of the Rights of In¬ 
digenous People in the future making it 
much more obligatory for the government 
of India to fulfil the demands of auto¬ 
nomy as per the Constitution on the one 
hand, while on (he other more such 
demands are obviously going to emerge 
from other areas as the process of inter¬ 
nal colonisation of adivasis gain momen¬ 
tum in the wake of the opening up of the 
nation for the imperialists. This also pro¬ 
vides legitimacy and respectability to such 
demands and struggles around them at the 
international level. Another real worry 
seems to be t hat more and more people 
arc claiming t he indigenous status and are 
using of World Bank and the IMF to 
piessuri.se India to accept these. The term 
‘self-determination’ is another point of 
contention. In the context of strong, not 
so strong and weak demands of secession 
springing up in different parts of the 
country, the obvious allergy is understan¬ 
dable, for the term ‘self-determination’ is 
interpreted to mean secession in the 
political discourse. The statement of the 
chairman of WGIP (hat while ‘self-deter¬ 
mination’ has many connotations it ex¬ 
cludes the right to secession should put 
the government at ease. 

The unholy alliance between internal 
colonialism and nco-coionialism has ac¬ 
centuated the contradiction for the in¬ 
digenous peoples of India. The revival 
with renews vigour of colonial ambitions 
under the leadership of the US through 
the UN is another reality. The real issues 
of indigenous people can be exploited and 
utilisnd hy the imperiali.st forces to subvert 
any genuine attempts at social transfor¬ 
mation making it imperative for the 
adivasi movements for self-assertion to be 
that much more cautious. It is very clear 
that we have reached a stage in history 
where the adivasis have no option but to 
move toward.s addressing their problems 
politically outside the dominant political 
process. 
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REVIEW ARTICLE 


Problem of Rural Credit in India 

li B Shivamaggi 

A Review of the Agricullurai Credit System in India: Report «»f the AgrieuilnrnI t.redil R*‘\ieH t.ommittw. 
Reserve Bank of India, Bombay, 1990; pp xv + 1074, Rs 211. 


CRFDIT for the rural sector is no longer 
merely financing of agriculture. It is now 
rural development credit encompassing 
financing of all farm and non-farm eco¬ 
nomic activities in the rural areas. Star¬ 
ting with land development, rural develop¬ 
ment has now become multi-dimensional. 
Ijind development has it.self become very 
diversified covering sinking of wells, in¬ 
stallation of pumpsets, Gft irrigation 
schemes, diy land development, com¬ 
mand area development, tube wells, 
repairs to old wells, lank irrigation 
development, percolation tanks, etc. 
Agricultural development is now more 
than land deselopment. it means, apart 
from land development, crop develop¬ 
ment, horticulture, social and farm 
forestry, dairy and animal husbandry, fish 
farming, agricultural infrastructure such 
as distribution of fertilisers, production 
and sale of improved seeds and equip¬ 
ment, repairs and maintenance services 
for agricultural machinery eta A stage 
has now come when agricultural develop¬ 
ment itself depends on rural infrastructure 
development which includes rural elec¬ 
trification, niral transport and com¬ 
munications, marketing, rural storage and 
rural processing, packaging, agricultural 
extension services, rural credit extension 
and adequate delivery system, technical 
infra-structure at the district level and co¬ 
ordination mechanism among all develop¬ 
ment agencies, crop, cattle and machinery 
insurance facilities, credit guarantee 
scheme, etc. 

While the objective of rural credit 
policy in India is to institutionalise rural 
credit, it continues to be a problem. The 
Rural Credit Survey Committee said as far 
back as 1954 that “agricultural credit is 
a problem when it cannot be obtained; it 
is also a problem when it can be had but 
in such a form that on the whole it docs 
more harm than good’’.' Even in advanc¬ 
ed countries, the agricultural sector has 
not succeeded in commanding the atten¬ 
tion and funds it needs from the commer¬ 
cial banks. That is why, in many countries, 
there are either special credit schemes or 
special credit institutions for agriculture. 

With the lead given by the Reserve 
Bank of India, up till now, many review 
committees and study groups have ex¬ 
amined the rural credit problem from time 
to time and recommended a series of 


remedial measures. But still ttie problem 
remain.s, partly on account of the pecii 
liarities of soao-economic conditions and 
political enviionment and partly due to 
lack of serious effort to implement the 
various recommendations made as a 
package. 

The report under review is one more 
such attepipt to tackle the problem of 
rural credit. It is sponsored by the Wot Id 
Bank under NABARD Credit Projeci-ll. 
The report is the result of in-depth study 
and field work done by a top-level expert 
committee appointt'd by the GOI/Rc.scrve 
Bank/World Bank under the chaiirnanship 
of A M Khusro and compo.sed of tiuee 
senior Indian experts and three foreign ex¬ 
perts as men^rs. • The entire exerci.se is 
comprehensive in it.s apptoach and cove¬ 
rage as is evident from the fact that the 
Report of the Committee is ba.sed on the 
findings and suggestions of the five lact- 
finding studies prepared by consultants of 
repute in the field of institutional finance 
(see Thble). 

This review seeks to bring out the views 
of the senior expert group on the follow¬ 
ing basic questions relating to rural credit 
in India: 

(1) What are the main problems confron 
ting the institutional rural credit system 
in India? 

(2) What are the root causes of these 
problems? 

(3) Whether and to what extent these pro¬ 
blems can be solved? 

(4) How far the package of remedial 
measures recommended by the Commit¬ 
tee help to rectify the situation? 

Problems oi Rural Crlum SysrtM 

The rural credit set-up, broadly speak¬ 
ing, suffers from the following ills' (I) pro¬ 
liferation of rural credit institutions 
resulting in costly and wasteful system, 
(ii) inadequacy of staff compared with the 
volume of lending operations under mass- 
loaning programmes and lack of staff 
motivation, resulting in poor quality of 
loaning, (iii) undue emphasis on credit 
while neglecting equally important non¬ 
credit supporting services essential for 
successful rural lending, (iv) political and 
vested interest pressures resulting in poor 
quality of lending and mounting over- 
dues, and (v) lower lending rates leading 


to liiiaru'ial weakness and danger of loss 
to the institutions. While this is the com¬ 
mon pcieepiion, let us find out how the 
senior exiieri group has gone about iden- 
lilying (lie major rural credit problems. 

lb start wiili, the chapter scheme of the 
report provides the main indication about 
the basic problems of the rural credit set¬ 
up as ideniified by the Expert Group. The 
icpurt is divided into 24 chapters under 
10 parts. Besides the review of the work¬ 
ing ol the foui channels of rural credit, 
VI/, (I) commercial banks, (2) RRBs, (3) 
short-term co-operative credit structure, 
and (4) long-term co-operative credit 
structure in different chapters, there are 
also two separate review chapters on 
NABARD and on the role of apex level 
instiiiiiions, RBI and government. The 
oihci chapters arc problem oriented, the 
chief among them being—the overdues 
syndrome (Ch XV), Risk in Agricultural 
Lending (C'h XVII), Natural Calamities 
(Ch XVI), R^ional Imbalance (Ch XI), 
Interest Rates, Costs and Margins (Ch 
XVIII), Staff Training and Manpower 
Development (Ch Xill) and Autonomy of 
Credit In.stilutions (Ch XIX). 

The chapter scheme does give an in- 
dicafion that the expert group has laid its 
fingers correctly on the main issues of 
rural credit. Howcvci, the operational 
significance of its efforts and recommen¬ 
dations will be evident on (he basis of its 
approach and thrust on the various pro¬ 
blems contained in this analysis in dif- 
lerent chapters. 

Tut CoMMini fs Approach 

According to the expert group, many of 
the major ills of the rural credit institu¬ 
tions have arisen on account of over- 
adminfstered banking system. II the credit 
system is to play an efficient and effec¬ 
tive role in future when the direct demand 
for agricultural credit will rise to 
Rs 1,10,183 crore by 1999-2000 as against 
Rs 27,551 crore m 1989-90, it has to move 
“out of the stage of administrative pater¬ 
nalism, with rigid rules and stipulations, 
a plethora of interest rates for lending and 
borrowing and sprawling subsidies and 
other fixations’’, and “must come to be 
operated on much freer commercial and 
developmental lines’’ (p 4j. 

The committee wants the rural banking 
system to be market-based and at the same 
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the backwaid or less developed sectors like 
agricullure as also Iffliing the poor Trom 
ll.e poverty zone to above-poverty levels 
ano to do so speedily and effectively” 
(p 4j. \s an operational follow-up of this 
approach, the credit system will have two 
borrowing categories to be servcd~the 
larger catc.tory functioning with market- 
orientation and the relatively smaller 
category of well-specified, low-income 
segments and socially-wcaker sections of. 
the community. “The surplus generated in 
the economy as well as in the credit systeny 
from the efficient operation of the larger 
category should go to meet some of the 
costs and, if and to the extent necessary, 
some specific subsidies for the low-income 
category” [p 5). While such an approach 
is already a part of the commercial bank¬ 
ing syuem, the question is how the co¬ 
operative credit institutions will be forc¬ 
ed to fail in line. With the exception of 
the mandate of serving the second cate¬ 
gory. the credit set-up should be free from 
concessionalities as well as conditiona¬ 
lities. 

Though the expert group is in favour 
of freeing the banks from the shackles of 
administrative rates of inteiest subject to 
the present ceiling of IS.S per cent for 
agricultural lending, it has however em¬ 
phasised the compelling need for a con¬ 
cessionary interest rate for the weaker sec¬ 
tions, adding that “so long as the overall 
credit econoiity is generating surpluses, 
concessional rates focused on the poor 
cannot do institutional harm but may do 
a great deal of social and economic good” 
IP*). 

Multi Agency Crbdii System and 

PaOLtFERATION OF BANKS 

The multi-a^ncy system for rural credit 
was introduced with the avowed objective 
of (i) providing at least one alternative 
source of institutional credit other than 
the co-operative credit agency, particularly 
to eruure that the credit nc^s of the 
weaker sections in the rural areas are met 
and (ii) bringing about healthy competi¬ 
tion among the lending institutions which 
in turn benefits all the rural borrowers. 

However, in actual practice, this system 
has meant overlap in the area of opera¬ 
tion of the credit agencies—-PACs, LDBs, 
RRBs and branches of commercial banks. 
The system could not also make for 
healthy competition because banks weie 
not left free to compete wit h one another 
but made to work in a strait-jacket under 
the directives and guidelines of the govern¬ 
ment, RBI and NABARD. Whatever little 
Scope was available for bener service for 
the rural community tended to become 
unhealthy on account of haphazard lend¬ 
ing, duplication and wasteful presence of 
banks. In some districts like Coimbatore 
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of commercial banks with the result that 
co-ordination for district credit planning 
has become difficult. By the presence of 
many banks in the same area, the system 
has become cumbersome. While we want 
cheaper credit for the rural sector, we have 
made the total credit set-up cost-heavy 
with the presence of many banks in the 
same area. Some banks have opened scat¬ 
tered branches more for the purpose of 
deposit mobilisation than for rendering 
credit service The co-operative credit 
system has also suffered to some extent. 
Simplification of the rural banking system 
is an urgent necessity. With the introduc¬ 
tion of the savice area approach under 
which each rural branch has been 
allocated a specific area for its operations, 
the situation has been salvaged to some 
extent. But the problem remains. 

Since the co-operative credit agencies 
and RRBs cater to specific types of credit 
or credit needs of specific groups, they 
cannot be allocated areas exclusively for 
their operations as that would mean 
single-agency credit system and absence 
of alternative source of credit for those 
who do not or cannot obtain loans from 
these agencies. There are certain options 
in this regard—the proper development of 
banking infrastructure in the rural areas, 
improvement in the efficiency and the 
reduction in the costs of operations of 
rural lending agencies depend on the 
measures taken to prevent duplication of 
efforts and divided respdnsibility for 
credit planning in the rural areas. India 
cannot afford a costly rural banking 
system. The question is whether in the 
name of multi-agency system, we want 
multiplicity of banks in tiK same area. Let 
us see, what t he expert committee has to 
suggest in solving this problem. 

Luckily, the committee has taken a posi¬ 
tive stand on this issue as it says that “it 
is not right that several banks should have 
a very small number of branches in many 
blocks of the country. It was a 
misunderstanding of the idea of a multi¬ 
agency system and in. fact a great detrac¬ 
tion from the idea of a multi-agency 
system that one bank should have four 
branches, anaher two branches and yet 
another one branch in a given block” 
Ip 432). 


rural households will have a choice of 
credit institution and these institutions 
will have a competitive rather than a 
monopoly situation to operate, “if it is 
provided that the borrowers and depo¬ 
sitors of every village have access to a co¬ 
operative as well as a commercial bank 
branch and furthermore that they have ac¬ 
cess to another branch of the same com¬ 
mercial bank within or just outside the 
block and, for that matter to another 
commercial bank at the district centre, or, 
indeed to any commercial bank branch 
anywhere” [p 432|. The recommendation 
is that “every block should be allotted to 
that commercial bank which already has 
the largest presence through its many 
branches” and “that the other banks with 
smaller presence in a given block should 
be... asked to gradually move out from 
that block to other blocks allotted to 
them”. 

While the above suggestion is a welcome 
improvement over the present position, it 
is not a bold approach as some of the pro¬ 
blems created the multi-agency system 
will remain to stifle the system. Some 
implications of this may be noted. 

Firstly, if there are 20 blocks in a 
district, there could be 20 separate banks 
operating in the district each with larger 
presence in one or another block. This will 
create difficulties of co-ordination. Even 
when block level planning becomes a 
reality, co-ordination problems will re¬ 
main as the distria continues to be the ad¬ 
ministrative and planning unit. The se¬ 
cond implication is that if a borrower 
desires, he can borrow from a bank out¬ 
side the block. Should we create a situa¬ 
tion where a rural household in one block 
borrows from a bank in another block? 
How can that bank service and supervise 
such loans? 

From the point of effective credit plan¬ 
ning for the district, supervision on the 
utilisation of loans, recovery of loans and 
building up of banking infrastructure, the 
best coqrse is to have the presence of only 
one bank, piefoably the lead bank, in the 
rural areas of the entire district so that 
there would be left only two sources of in¬ 
stitutional credit in the rural sector, name¬ 
ly. primary credit society (after merger of 
or co-ordination between PACs and 
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PLDt)) and 8 branch of (he lead bank 
(after merger of RRB with the lead bank 
and transfer of rural branches of other 
hanks to the lead bank) The lead bank 
of the di> tnct should thus baome de facto 
rural development commercial bank ol 
the district without being caDed so Hence, 
instead of multi agency vw will have a 
twin agency rural credit system for the 
distiict, consisting ot the district 
CO operative bank with primaries at the 
grassroots level and lead bank with its 
branches The committee's rccommenda 
tion IS some sort ol a compromise solu 
tion aiming al softening the sharp edges 
of the multi agency system but without en 
suring the emergence of a strong and heal 
thy rural banking system m the long run 

In the expert group's view, the motiva 
tion of suff to work in rural branches will 
improve “if the commerc lal bank had 8 
or 10 branches and thus had a substan 
tial presence in that area, a collectivity ot 
Its branches will be a catalytiw factor in 
the establishment ot educational institu 
tions, provision ot clinics and health cen 
tres at some central points in the block or 
at the block headquarters’ We should 
also add here the need for banking in 
frastruclurc such as staiidaidised rural 
branch premises with strongroom and 
staff quarters which mc'st of the rural 
branches do not possess at present 
Though these and othei related hopes can 
only be a distant goal, should we not ex 
tend this argument to the district as a 
whole and strengthen the lead bank to 
achieve for the district what the commit 
tee wants the commercial bant to achieve 
foi the block’ 

RtCiiONAi Rorai Banks -A Cosriv 
MlSfAkL 

The Woiking tuoup (chairman. M 
Narasimham) was appointed in I97S as 
the government felt that ther is need to 
considei the establishment ol “new in 
stitutions on the ba<is of attitudinal and 
operational etho> entirely different from 
those obtaining in the public sector 
banks" and as rural subsidianes and rural 
arm of these banks ^ The Narasimham 
group recommended the establishment of 
KRl^ but was not in favour of immediate 
Iv making the concept of RRB the general 
pattern for restructuring the rural credit 
set up It suggested that oidy five RRBs 
should be set up in the areas where the 
existing cieda structure has not made 
much impact, to serve as pilot institutionv 
which could provide guidelines in respect 
of si7e of operations, viability, etc, for 
future development 

The central and state governments, 
hotvever, went ahead and by 1977 had 
esublished 48 RRBs coveraig 85 distnets 
when the RRB committee (chairman, 
M L I^lwala) was appointed by tiK RBI 


to review the position and indicate 
whether RRBs should become an mitral 
pan of the rural credit system This com 
mittce rtcommended that KRHs with ccr 
tain modifications to c tlalgc ihtir scope 
and coverage, should become an integral 
part of the ruiai citdit system and the 
RRB pattern shi'uld be adopted <oi the 
bulk ot rural credit business of 
While the govcrnineiii decided >o make 
RRBs an integral pan ol the rural credit 
set up the other suggestions to enlarge its 
scope were not acceptc*d as it was fel> that 
RRBs should remain cxclusivcl) as small 
man’s bank l atei in 1979, ( RAi K ARI) 
also reviewed the woiking ol RRBs and 
recommended certain marginal changes 
but wanted them to remain predominant 
ly for the scrvrie of weakei sections in >he 
niral areas I he kelkar Comimttee leview 
ed the working of RRBs in 1986 but siig 
gested only nurginai modifications with 
out diluting the RRB concept as a small 
man’s bank A point to be noted in this 
connexion is that while the C RAFir ARI> 
and kelkar committee did not want the 
concept ol RRB to be diluted but to be 
retained as it is, ssith ccrtaoi ameliuiative 
measures to strengthen their position 1 he 
Uaiitwala Committee visualised the RRB 
to become almost a full fledged cummer 
cial bank and had lecommended that 
(i) all commeiual banks should handovei, 
III a phased manner, such of their rural 
credit business to the RRB as would fall 
within Its lurisdiction oi whic h it can lian 
die effectively |p 71 of its report], (ii) the 
RRB should be allowed to finance bor 
rowers 6ther than from the weaker sec 
tions up to 40 per cent of its total business 
so that Its deposit mobilisation work and 
securing the development of entire 
area do not suffer (p 82), and (in) since 
the branches of commercial banks are not 
operating in most of the command area 
of RRB, Its branches should be allowed 
to take up all banking business [p 80] 
The RRBs thus came to stay and by 
now, there are 194 RRBs covering 351 
districts As many as 151 RRBs were in 
loss m 1987 In the case of 117 RRBs, the 
accumulated losses have wiped out their 
entire share capiul and reserves, thus 
nendenng them insolvent While the RRBs 
suffer from financial weakness and mnun 
ting losses, lack of staff motivation, poor 
quality of lending and overdues, the spon 
sor banks had passed on the buck of ser 
vmg the rural poor to the RRBs The 
question is how can a bank which is weak 
in all aspects serve the sveaker sections 
promptly and adequately’ It is m this con 
text the present comnuttee had to consider 
future of RRBs in the rural credit system 
In the present committee's stew the ob 
jective of service to the poor could be 
achieved only by self-sustaining credit in 
siitutions “RRBs, structured as they are. 
in our view, are not the institutions which 


c’ould fulfil this function" Ip 144) I hi 
committee's findings have brought oui 
clearly that the basic advantages 
supplementing rather than supplaiiiiiit 
the cxefting institutions, l<^ lOsi of opeia 
tions, local feel through ijolaflv recruitei 
staff better absorptive capacity loi 
rciiname compared ssitli cu upeiatives 
wliicli the Narasimham group assumre 
about the RRBs in I97S liave not beet 
realised A pait oi the reason tor tiu 
failure of RRBs is an account ol externa 
factors such as socio-pobtical environment 

After examining various alternatives to 
strengthen the RRBs tor enabling them to 
serve the rural poor more effectively, the 
expeit group “found these alternatives to 
be unsatisfaciorv half way houses which 
do not solve the problem of service to ibt* 
rural pooi" and concluded that there is 
‘no place loi RRBs in the country’s rural 
credit system lot the tuiure” [p 149] 

Having lightly concluded that the 
RRBs have no future because of *in built 
non viability’ and other inherent weak 
nesses and converting RRBs into sub 
sidianes oi their sponsor banks >s ‘self 
defeating in purpose', the committee has 
recommended the merger of RRBs with 
their respective sponsor bankc Based on 
unrealisable assumptions under Indian 
condition >. the establishment ol RRBs 
was a costly mistake and the sooner we 
rectify the mistake, the better it is lor 
the banking system; nd .or the benefit ol 
weaker sections 

As a follow up after the merger ol 
RRBs with their sponsoi banks, it is 
necessary to redraw the banking map of 
each district ut order to ensure that bank 
blanches are properly spread in all the 
parts of district and excess number of 
blanches aa closed By June 1990, there 
were 34,494 rural and 11,255 semi-urban 
branches of commercial banks including 
those of RRBs Broadly, this means that 
for every 12 13 villages and for every II12 
thousand rural population, there is now 
a branch of commeraal bonk What is 
needed now is that we should not slop 
with the merger of RRBs in sponsor 
banks but also go ahead for the merger 
of otha commeaial bank rural branches 
in each districi with the lead (sponsor) 
bank so that not only one single commer 
cial bank for the rural areas in each 
district IS strengthened but also the rural 
banking system is simplified to the mdx 
■mum extent, bankuig infrutructure costs 
are reduced and banks’ ability to ensure 
better quality of loaning IS mproved The 
committee however has suggested streng¬ 
thening of one commercial bank having 
the largest number of branches for each 
block Perhaps the need for more than 
one aiteraatise source of credit m the rural 
areas is unduly over-emphasised or the 
committee is unduly alarmed of the ad 
ministrative problems involved in the 
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or other banks |n each distriet. 

RFSrRUCTDRINii Ol- CO-OPHtAlIVtS 

The streamlining of commercial banks 
is relatively easy as they are bureaucratic 
institutions whereas the co-operatives are 
democratic institutions and, as such, pose 
many hurdles in restructuring that set-up 
Further, while non-credit co-operatives are 
left on their own, the credit structure has 
more or less become another government 
wing. It should also be noted that while 
we have shown our competence in runn¬ 
ing efficiently higher level institutiom, we 
have not been successful in streamlining 
the grassroots level rural credit set-up both 
in the co-opeiative and commercial bank¬ 
ing sectors. 

As a result of various efforts made 
following the Rural Credit Survey Com¬ 
mittee Report in 1934, there has bwn im¬ 
provement in the structure of co-operative 
system but the overall quality of co¬ 
operative character and operational stan¬ 
dard deteriorated owing to “the politi¬ 
calisation, officialisation, mass superses¬ 
sions, low margins and lack of profes- 
sionalisation in the managerial infrastruc¬ 
ture at all levels as an inevitable conse¬ 
quence of excessive officialisation" 
(p 184-83]. 

The number of PACs came down from 
1.34,838 in 1973-76 to 92,408 in 1983-86. 
Thus now, there is one primary society for 
every six villages. On an average, each 
society has 780 members of whom only 
about 211 or 27.3 per cent borrowed in 
IMS-86. The average loan business per 
society in 1983-86 varied from Rs 33.2 
kkh in Kerala and Rs 8.3 lakh in Haryana 
to Rs 0.40 lakh in Assam and Rs 0.93 lakh 
in Bihar. The overdties formed 41 per cent 
of defiand. As many as 43-43 per cent of 
mCs were in loss in 1984-85. The report 
under review has concluded that “the 
PACs are even today not strong or effi¬ 
cient enough to discharge their respon¬ 
sibilities” (p 224). 

As regards OCCBs, 173 out of 332 
banks are considered as weak banks. 
Despite the fact that “the percentage of 
depots to working capital has shown an 
increasing trend in most of the states in¬ 
dicative of greater self-reliance than in 
earlier years", high ovetdues have adverse¬ 
ly affected their ability to avail of ade¬ 
quate refinance from higher financing 
agencies. As the committee says “this has 
led to the choking of credit lines and 
denial of financial assistance to agricul¬ 
tural members of affiliated PACs” 
Ip 224). 

There are mainly two issues relating to 
short-term coK)per8tive credit structure 
which continue to be debated. One is 
about the size and viability of PACs and 
the second with regard to the need for 


tnree-tier set-up. Apart rrom merits ana 
demerits in each case, the view has been 
taken up till now by the policy-makers 
that, co-operatives being democratic 
bodies, what is not acceptable to the co- 
operators should not be imposed on them. 
It is heartening to note that the recom¬ 
mendations of the committee under 
review are quite pragmatic. 

Regarding PACs, after noting that the 
data indicates that a large number of 
societies are still functioning at a non- 
viable stage, the expert group holds that 
the new agricultural technology and non- 
credit business can place most of the PACs 
in a comfortable position of viability. 
However, a large number of societies con¬ 
tinue to stagnate at a low level of business 
even after a decade of their functioning 
as ‘potentially viable* societies. Hence the 
committee has called for a ‘programmed 
effort’ consisting of many oft-repeated 
measures including enlargement of pro¬ 
fitable non<redit business, deposit 
mobilisation, appointment of full-time 
paid secretary, augmenting share capital, 
etc Apart from these, measures have also 
been suggested to improve loan pro¬ 
cedures and policy including crop loan 
system, disbursement of kind component, 
fixing of due date for recovery, normal 
credit statement, scales of finance and 
management of PACs including two-tier 
incentive-oriented salary structure (one 
basic and second variable related to im¬ 
provement in performance). The commit¬ 
tee has reiterated the need for “Primary 
Co-operative Development Fund” in 
DCCBs and SCBs recommended earlier 
by CRAFICARD. 

There is no doubt that, for the realisa¬ 
tion of all the improvements recommend¬ 
ed by the committee, white the country 
“recaptures the spirit of co-operation” 
and there is ‘^n awtueness among all the 
tiers of the system that such a functional 
relationship is needed for the development 
of the total oiganisation”, equally impor¬ 
tant is the awareness on the part of 
political parties and government that co¬ 
operative system cannot prosper under 
rigid state control. 

The Rural Credit Survey Committee 
(1934) recommended the strengthening of 
Land Mortgage Banks (now State Land 
Development Banks) as a separate long¬ 
term co-operative credit structure. At pre¬ 
sent, there are 19 SLDBs with 2,447 
PLDBs/branches of SLDBs. While the 
annual increase in fresh advances record¬ 
ed a 10 par cent rise between 1975-76 and 
1985-86, the eligibility to lend got 
restricted due to increase in overdues from 
37.5 per cent to 43 per cent during that 
period [p 276]. 

The four main problems of this co¬ 
operative credit wing are; (I) viability of 
PLDBs/branches of SLDBs, (it) legal con- 


sttamis lo laae up.renmfig lor non-jana 
based activifies, (iii) mounting ovetdues, 
and (iv) lack of function^ co-ordination 
with the short-term credit wing. 

The viability problem of PLDBs arises 
because the average margin available to 
SLDBs is only about 3.5 per cent and lose 
about 0.65 per cent to I per cent at the 
PLDB level in their lending. 

The overdues problem of LDBs has 
become more serious over the years, even 
when their loans result in the creation of 
productive assets and should normally 
generate adequate incremental income to 
repay the loans. Though the committee 
considers “the phenomenon of high over- 
dues,... more puzzling", the major 
damaging facts—external political en¬ 
vironment which is not conducive to 
recovery, absence of fear of legal action 
leading to wilful default and lack of will 
among the borrowers to repay—arc as 
clear as daylight. Among other causes of 
high overdues, the report rightly says that 
to an extent, defective practices are at the 
root of the defaults, such as fixing of 
wrong repayment schedule without pro¬ 
per correlation with the cash flows of the 
project, inadequate unit cost, not ensur¬ 
ing the availability of working capital, not 
granting reschedulement/rehabilitation 
facilities in the case of infructuous in¬ 
vestments like failed wells, ineffective 
supervision over the end use of loans, etc 
[p 306). 

The issue of integration of short- and 
long-term structures arose for the purpose 
of providing ‘one contact point’ to the 
farmers for gating all their credit needs 
and other allied services. The key to this 
integration is the conua point at the 
village level by the esublishment of multi¬ 
purpose farmers service sodaies. As the 
position stands today, the FACs have not 
emci^ed as efficient multi-purpose socie¬ 
ties and we have to agree with the com¬ 
mittee when it sutes that "it cannot... 
be said that conditions exist in which in¬ 
tegration can now be attempted success¬ 
fully” [p 313]. The question is also 
whaher we should disturb the existing sa- 
up for doubtful gains when integration is 
also not acceptable to those co-operators 
who are directly involved. What is more 
relevant at present, as the committee puts, 
is to ensure effective co-ordination bet¬ 
ween the two struaures!’ 

While we may be all justified in uking 
the view as above, it should not however 
be forgotten that co-operatives are 
democratic and hence should be free lo 
aa in their own best interest and India is 
a big country with scope for diverse 
systems, if AP has launched the pro¬ 
gramme of integration, it becomes the 
duty of all higher financing agencies and 
authorities to help in every way for the 
success of the programme instead of 
laying down conditions which hinder the 
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piqpimme. It oiriy ItHe RM and ARt)C 
(now NAB^RD) had lodtod at the earlier 
proposals troni Punjab, Rajasthan and 
MP from this angk perhaps, by now, we 
would have two to three models of inte- 
srate<.1 co-operative credit set-up. 

The expert group has taken the right 
stand b' stating that “where the necessary 
conditions exist and adequate ftnancial 
and other support from the concerned 
state government" are available, integra¬ 
tion of the two structures may be under¬ 
taken Ip 319). 

Since there is no likelihood of integra¬ 
tion of ST and LT wings, there has to be 
some mechanism for ‘effective co-ordi¬ 
nation’. Both CRAFICARO and this 
committee have not ventured to recom¬ 
mend a common board of directors for 
both SCB and SLDB or some such really 
effective statutory mechanism. However, 
in its recommendation for ‘Institutional 
Strengthening Programme this commit- 
ux has advocated co-ordination commit¬ 
tees at the state and district levels. 

National Co-operative Bank of India 

Though, logically, the state co-operative 
credit apexes have to join into one 
cohesive s^lem in the form of a national 
co-operative bank, there are arguments 
against a national co-operative bank, 
which need to be noted. CRAFiCARD 
which examined this problem put forth, 
among others;, the following reasons for 
not favouring such a bank: 

(i) If the National Co-operative 
Development Bank were to borrow 
from the RBI or NABARO for on 
lending to SCBs/SLDBs, this would 
be an additional fourth tier adding 
to the cost of credit to the farmers. 

(ii) As regards acting as a balancing cen¬ 
tre and handling surplus funds, only 
a few apex banks have surpluses and 
there are “generally the jesult of cer¬ 
tain deflciencies in the system that 
stand in the way of expansion of 
credit in the rural sector”. The ques¬ 
tion is also whether these banks 
wouid agree to a national bank 
handling their money or whether 
they really want scope for lending on 
their own outside the state. 

(iii) NABARD which has already been 
established is “largely for the 
co-operatives as most of the lending 
activities relating to rural sector in 
general and to the rural poor in par¬ 
ticular will continue to be routed, 
through the co-opemtive institu¬ 
tions" (CRAFICARD Report, 
pp 270-71J. 

In tha changed context when rural 
credit needs have become large and diver 
sifted, the above arguments may have lost 
their weight, but let us see what role the 
committee has envisaged for the NCBl. 


Tile cdmfflfttee'does nof d 
as a diannel for refinance and hence the 


sector and considers that the new bank 


question of fourth tier and increase in cost “will be of great assistance to NABARD 
of credit do not arise. NABARD is to con- in its vital role of institution building in 


tinue to look after this work. With large the co-operative sector” (p 333), there is 


surpluses emerging in the co-operative lurking fear regarding (i) the overlap in 
banking system, the committee wants the some respects between NABARD and the 


new bank to work as a balancing centre, new bank, (ii) to what extent the ^ 
According to figures available, surplus operative bodies would like to delink 
funds in the system were of the order of themselves from the commercial banks. 


Rs 450 crore of which Rs 200 crorc were and (iii) about the real scope for the suc- 


of long-term nature. Further in a multi- cess of such a bank, particularly when it 

agency credit system, co-operative banks is expected to “function on its own 

have to compete with other banks in momentum distancing itself from govern- 

meeting their resource tieeds. While "lent patronage with the concomitant 

NABARD will have the task of balanc- government control and interference as 


ing the competing demands and hence has well as props including nnanciai support 
to adopt a position of neutrality, a na- horn it” (p 336). 


tional co-operative bank is required to 
look after interests of co-operative struc¬ 
ture. As to the question whether the pro¬ 
posed bank impinges on the role assign¬ 
ed to NABARD. the committee clearly 
states that ‘The functions the CRAFICARD 
envisaged for the NABARD which are 
spelt out in their recommendations and 
the role which we envisage for the Na 
tional Co-operative Bank are mutually ex¬ 
clusive” [p 332). 

The expert group envisa^s the follow¬ 
ing work for the new bank: (i) act as a na¬ 
tional balancing centre for state apexes, 
(ii) provide overall leadership, (iii) prepare 
cr^it programme for the loanable 
resources of the system at the national 
level, (iv) issue bonds or debentures and 
mobilise deposits at al(;India level, 
(v) borrow from abroad such as from the 
Vforid Bank, (vi) develop policy directives 
for the system and perform co-ordinative 
and integrative authority over the system, 
(vii) engage in profitable and supportive 
operations such as clearing operations, ex¬ 
port finance, etc, (viii) develop training 
programme, (ix) provide downstream 
assistance in terms of accounting systems, 
procedures, etc, (x) develop institutional 
reinforcement programmes for the mem¬ 
bers of the system, (xi) function as a na¬ 
tional data clearing centre for the co¬ 
operative credit system, and (xii) provide 
national remittance facilities for co¬ 
operatives Ipp 328-29). 

This is a proposal which required a 
much closer examination of the respeoivc 
roles of NCBl and NABARD. One mem¬ 
ber of the expert group was not sure of 
the success of such a national co-operative 
bank without investing it with adequate 
financial strength. Hence he suggested 
two models; (i) the bifurcation of 
NABARD’s functions and resources to 
provide for the functions relating to co¬ 
operatives and corresponding share of 
resources going to the new bank or (ii) 
conversion of NABARD inu) the national 
apex co-operative credit bank. Though the 
committee as a whole has left NABARD 
untouched while recommending a sepa- 


PROBLEM OF BANK STAFF 

Some time back, B Venkatappiah, the 
doyen among the experts on rural credit, 
said that we have rural banks but not rural 
bankers. This raises the question about the 
stjiiabiliiy, skills, training and motivation 
besides the adequacy of staff working in 
the rural credit agencies. These institu¬ 
tions also require technical and specialis¬ 
ed staff. The motivation of each group of 
rural banking staff depends on where dwy 
stand in emoluments and ptacement 
ff-vis other staff in the banks. On this 
depends the quality of rural banking in 
all its aspects including schematic lencBng, 
supervision and recovery of loans. It is in 
this context we have to see whht steps the 
expert group has suggested for improving 
the p(esent unsatisfactory situation. Ac¬ 
cording to the group, a rural banker 
has to have not only the knowledge of 
banking per se, banking laws and prac¬ 
tices but also various other skills. Fim in¬ 
stance, he has to have the right approach, 
attitudes and a style of management 
whkh is conducive to the genius and ethos 
of rural areas. He should have the 
knowledge of banking. He should also 
have the ability to assess the economic 
potential of the area in terms of the ac¬ 
tivities which offer scope for developing 
banks lending business. Effective com¬ 
munication ability is another quality 
which a rural banka has to possess so that 
he could deal with the rural clientele and 
earn their conndence (p 489).. 

In other words, he cannot be an or¬ 
dinary, conventional banket One can im¬ 
agine how strong the motivation and how 
intensive the training has to be if he is to 
be a rural banker, in this connection, the 
:ommittee has made a significant obser¬ 
vation. It has said that: 

One lesson which emerges from experience 
in agricultural banking is that policies 
have often marched ahead of organisation 
and organisation, ahead of personnd... 
The problems of commerciai banks in the 
developmem of banking in the rural len¬ 
ding are low motivation as well as gaps 
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{he low level of sympathy for the disad* 
vantaged classes and over-shadowing all 
these, the bureaucratic appioach are other 
causes (p 490-91) 

If one takes into account the lack of 
well-defined career path lor the devoted 
rural banker, almost total absence of 
reasonable living facilities for bank staff 
in the rural branch centres and co-ordi¬ 
nation problem with the government 
departments under mass-lending pro¬ 
grammes, tlie committee has been harsh 
in judging the performance of bank staff 
working in the rural branches. However, 
elsewhere in the report, the committee has 
mentioned that lack of motivation arises 
from feeling of discrimination vis a~vis 
staff in city branches and lack of basic 
amenities in rural branches. 

The committee has rightly as.sessed that 
while tjie training infrastructure with an 
annual capacity of about three lakhs is by 
and large sufricicnt. in the commercial 
banking sector, the position is not satisfac¬ 
tory in the case of co-operatives except 
SLDBs. In all the banks, the training need 
of individual employee is not identified 
owing to absence of succession of plan¬ 
ning and career-path planning. On the 
whole, management training, according to 
the committee; is characterised by a degree 
of casualness both in co-operative and 
commercial banking sectors including 
RRBs. Apart from suggesting a number 
of improvements in the nature and con¬ 
tent of rural banking training prt^^ramme; 
there is also a recommtmdation to conduct 
a survey to assess the training needs in dif 
feient sectors (p 503], The committee has 
suggested (hat the Reserve Bank should 
lake over the responsibility for (he propos¬ 
ed survey, for the development of compre 
hensive training strategy and a set of na¬ 
tional priorities and standards. 

The lack of adequate stgff in rural 
branches of commercial banks is clearly 
brought out in the report. It states: 

Our consultants have found that many of 
the rural branches visited by them were in¬ 
adequately staffed. As many as 1,700 ac¬ 
counts had to be managed by a single field 
officer in some branches. In view of the 
large number of accounts to be covered 
by field officers, supervisory work in 
many rural branches came to be neglected. 
The staff gave priority to the routine 
house-keeping work including submission 
of accounts. Even the non-business work¬ 
ing day was being utiti.sed for clearing the 
arrears of the routine office work |p 100]. 
The committee has taken the view that 
it is no longer necessary to post sficctaUs- 
ed staff in rural branches and the 
specialised core staff has to be built up 
iniiiallv at the level of controlling officers 
and in due course at the block level so as 
to guide all the branches within the block. 


I ne expert group nii» riguuy ctiipnosn- 
ed that; 

If commercial banks are to expand in the 
rural areas, they should have the right staff 
properly traxied and motivated to man the 
rural braiKhes . It is important that they 
look forward to a rural posting with a 
sense of pride, instead of avoiding such 
postings as at present |p 102). 

All that is said above will remain a 
wishful thinking of the committee because 
It has not taken a clear-cut view on the 
Rural Banking Cadre in banks and build¬ 
ing up of Rural Banking Inffastructuie as 
a time-bound programme. If one goes by 
what (he com inittee has said about the 
staff of RRBs which arc to be merged in 
the sponsor banks, it appears that it has 
not given sufficient thought to the piO- 
blem of rural banking staff. About the 
RRB staff, (he committee says that the en¬ 
tire staff of RRBs “who will have to be 
absorbed by the sponsor hanks in suitable 
scales, may need further orientation in 
general banking besides rural banking. Mib 
therefore suggest that the staff so absorb¬ 
ed be kept in a separate pool in sponsor 
banks for some time, say three years” 
(p I55|. If we are not going to have a 
.separate rural banking cadre; the question 
then arises; are we going to train every 
member of commercial bank staff in rural 
banking only to post a large number of 
them for non-rural banidng work in 
course of time? How are the banks going 
to build career prospects for those in¬ 
cluding RRB staff who have required ap¬ 
titude for rural banking? After concluding 
that “there has also been a general 
deterioration in the quality of staff of the 
rural branches” and “finding personnel 
to man their rural branches has been one 
of the intricate problems faced by com¬ 
mercial banks”, it is somewhat disappoin¬ 
ting (hat the committee has not given due 
attention to the need for a rural banking 
cadre in each bank. 

Being a democratic and federated struc¬ 
ture, the staff problem in co-operatives is 
different from that in commercial banks. 

The services of a full-time qualified and 
trained secieiary is ‘critical’ to the develop¬ 
ment of PAC's. Under the cadre scheme, 
centralised recruitment of secretaries was 
done at the district level. Mainly because 
of poor financial position of PACs, insuf¬ 
ficient inflow of money to build up the 
cadre fund and lack of accountability of 
secretaries to the elected management of 
society, tlie scheme faltered. The commit¬ 
tee is therefore not in favour of the cadre 
scheme. 

A well defined staff policy for PACs 
which takes care of adequate remunera¬ 
tion and avenues of promotion is diffiailt. 
Whatever is suggested has to be imple¬ 
mented sincerely and in the right spirit. 
From this angle, the following suggestions 


tn fnrcwiwwtccwiuiHu iwm 

(i> 1b eiuble'the PACs in finding the 
right person for the sccretwy’s post, the 
DCCB should assist by preparing panels 
of suitable candidates and SCB should 
give proper guidelines for this purpose. 

(ii) Separate pay scales will have to be 
fix^ for difiie^i gradations of socie¬ 
ties—up to Rs 5 lakh credit business, Rs S 
to 10 lakh buriness and above Rs 10 lakh 
business. 

(iii) lb provide avenues of promotion, 
a regular procedure has to be developed 
under whidi DCCB informs all scciettrics 
of PACs in lower classification whenever 
a PAC in higher classification intends to 
recruit its secretary which carries higher 
emoluments. Secondly, a specific quota of 
appropriate posts may also be earmarked 
in (he DCCB itself. 

PKOBI.EM OF OvtKUUES 

The problem of overdues has become 
serious over the years due to various 
reasons including poor quality of loaning 
and political pressures. As at the end of 
June 1986, rural overdues of all credit in¬ 
stitutions formed 42 per cent of the total 
demand. A comprehensive and critical 
analysis of the overdues syndrome based 
on field level findings is presented in the 
report. Such a detailed examination of the 
problem had not been attempted since the 
time of the Datey Committee in 1974. 

The committee has nlarsbalied 
considerable information to bring out 
how jnternal factors—(i) fixation of 
unrealistic date for repayment, (ii) delay 
in loan sanction, (iii) under financing, (iv) 
absence of linkages of credit with 
marketing, (v) lack of provision of work¬ 
ing capital along with investment loan, (vi) 
lack of access to institutional credit for 
consumption purpose, and (vii) ineffective 
supervision—and how external factors— 
(i) natural calamities, (ii) lack of en¬ 
trepreneurial skills on the part of bor¬ 
rowers, (iii) resort to short cuts in achiev¬ 
ing targets including disbursement in 
“loan mclas”. (iv) politicisation of over- 
dues problem resulting in demand for 
write off of loans and wilful defaulters, 
etc, have been the cause of deteriorating 
situation. 

Apart from suggesting various steps to 
rectify the deficiencies noted above and 
strengthening the legal provisions to faali- 
tate recovery, the committee has stressed 
the “need for strong political will and a 
general consensus among various political 
parties to give up misuse of the agricul¬ 
tural credit system” [p 583|. 

As regards legal framework for prompt 
recovery, the report rightly says that “the 
ultimate solution to the problem will lie 
in having a single common legal 
framework covering both co-operative and 
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tribunals at the'state levei and a single 
special department in each state exclusive¬ 
ly entrusted with the task relating to ex¬ 
ecution of awards obtained through such 
special tribunals” [p 5I>4|. The commit¬ 
tee has put forth the solution in the right 
manner. 

Functional Soc iltil.s 

While discussing the overdues problem 
and supervision over credit, the commit 
tee has said that “organisational innova¬ 
tions like formation of self-help groups to 
act as links between credit agencies and 
borrowers” would also help in educating 
the farmers. The committee has also com¬ 
mended the practice of giving loan.s on a 
group-basis. But it does not .seem to have 
taken any stand on the functional societies 
in this regard 

The CRAFICARD had taken a clear 
stand on this issue, it stated that "in the 
case of activities like poultry raising, 
dairying, sheep rearing, etc, where supp¬ 
ly and marketing arrangements are more 
important and credit comes in only as a 
supporting factor, combining credit with 
other operations under a single scKiety 
becomes necessary and beneficial”. More 
and mote functional co-operatives—dairy, 
poultry, fisheries, hand looms, etc, 
societies—are bound to come up because 
of their distinct advantages to the 
members and, as a policy measure, it 
becomes necessary to promote and assi.st 
in their all-round development. 

Role or NABARD 

Without going into the details of the 
various issues relating to NABARD ex¬ 
amined in the report, suffice it to say that 
this apc9( institution, established in 1982, 
has to be reorganised. Amotig others, the 
committee has pointed out that: 

(i) NABARD’s functions are an 
amalgam of activities inherited from the 
parent organisations rather than those of 
a unified apex institution. 

(ii) The lefnance funaion has attracted 
relatively more attention and resources 
over the years. 

(iii) In future, NABARD should give 
greater attention to (a) leadership role in 
institution building speciaUy to revitalise 
the co-operative system and (b) non-farm 
business and agro-processing activities. 

While all this no doubt needs to be em¬ 
phasised, the question is whether 
NABARD as a development organisation 
has become unwieldy. It is from this angle 
the reviewer does not find a satisfactory 
justification for burdening it with inspec¬ 
tion of co-operative banks and RRBs 
which is a regulatory function and should 
legitimately remain with RBI. The 
CRAFICARD which recommended the 
transfer of this work also to NABARD 
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any difTiculty in functioning but could not 
make out a strong case to.transfer inspec¬ 
tion work from RBI to NABARD. What 
it said was; 

Being an institution within the RBI com¬ 
plex, the statutory inspection of co¬ 
operative banks and RRBs may also be 
taken up bv NABARD as an agency func¬ 
tion. .. At the same time, we feel that <he 
RBI as a substantial lender of funds to 
NABARD may have to keep a watch on 
the health of banking institutions as a 
whole This can be ensured by occasional 
test inspection of these banks by the RBI 
with a view to satisfy itself that their 
operations are being carried out in con¬ 
formity with the provisions of the Bank¬ 
ing laws IC'RAFICARD Rcpoil, 
pp 264-65.] 

Should not the authorities consider to 
transfer back inspection function from 
NABARD to RBI so that it can become 
less unwieldy and devote more attention 
to development responsibilities particular¬ 
ly in regard to backward areas? 

Among other aspects of committee’s 
deliberations, there are some problems on 
which it-has evolved innovative approach 
to solve them. These deserve the attention 
of all concerned with rural credit policy 
and rural banking. 

At present, the refinance facilities for 
term lending from NABARD arc based on 
eligibility criteria based on recovery with 
restricted refinance in the ca.se of 
banks/bianches whose aimual recovery 
rate is less than 73 per cent of demand. 
While such a lestriction does not seriously 
affect RRBs, commeicial bank.s and 
SCBs/DCCBs a.s they have access to their 
deposit and other resources, this has 
adversely affected the capacity of LDBs 
to advance fiesh loans. 

The feedback available to the commit¬ 
tee has shown that the recovery norm has 
become “more a cumbersome and time 
consuming task for NABAR D rather than 
effective in improving recoveries" [p 463). 
In place of recovery norm, the commit¬ 
tee has hence recommended the new 
discipline to be known as “Viability 
Criterion" supported by Intensive Institu¬ 
tional Strengthening Programme. 

Viability norm is meant to convey the 
state of solvency of a bank which ls to be 
measured in terms of the extent of erosion 
of owned funds by its accumulated losses 
and bad/doubtful debts. According to the 
committee, the lending institution should 
be eligible for full refinance as long as it 
is solvent on the basis of criterion men¬ 
tioned above. 

However, as a pre-condition for unrest¬ 
ricted refinance, it would be incumbent 
for every bank to show, at the end of each 
year commencing from 1989-90, a pro¬ 
gressive improvement in recovery at least 
under current demand and to achieve by 
June 1992 and maintain thereafter each 
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currritt demuKl. NABARD may impose 
restrictions on refinance as it deems (It 
on the banks which fail to show such 
improvement. 

In the case of non-.solvenl banks, the 
institutional strengthening programme 
should be applied to improve their viability 
and as an interim arrangemmt, NABARD 
should provide refinance on the lines 
agreed upon. 

One has to agree that under Indian con¬ 
ditions. a flexible approach as above is 
necessary for motivating not only the con¬ 
cerned institution but also the higher level 
in.stiiutiori and the state government to act 
promptly to remedy the situation. But, as 
in other spheres, the problem arises on ac¬ 
count of nun-impicmentaiion of desirable 
ptogrammes. 

Under the service area approach, every 
village in the country is allotted to one 
commercial bank or another and is ex¬ 
pected to be served by a branch of that 
bank which prepares the branch credit 
plan for its command area. The commit¬ 
tee has suggested to redefine the scope of 
this approach so that it graduates into 
development area approach. This new ap¬ 
proach encompasses a reordering of the 
branch network of commercial banks, in¬ 
clusion of the co-operative banking 
system as a partner in the scheme and 
keeps in view the total development of the 
command area of the branch. 

1 he proposed development approach 
spells out what is already assum^ under 
service area approach. Thus, besides 
district di.'velopmeni {^, block and village 
development plans and corresponding 
credit plans are the essential requirements 
of rural lending though at present nothing 
substantial by way of planning is happen¬ 
ing below the district level. However, the 
committee's emphasis on development 
and its criteria to judge the performance 
of each bank only point up how compe¬ 
tent the lural banker has to be. In the 
words of the committee; 
emphasis shifts on the one hand to effec¬ 
tive savings mobilisation through new 
techniques of financial intermediation and 
on the other to effective lending, with the 
banker going out of his parlour to can¬ 
vas new schemes and projects, tying 
credits with inputs, inputs with outputs, 
outputs with repayments and repayments 
with new lending. 

The rural banker henceforth is to be 
judged “by how much he succeeded in 
changing the economy of the customer 
and socio-economic face of the region”. 

No doubt all this is desirable, but where 
are the ground level conditions to achieve 
the ideal approach involving a good deal 
of .spade work and co-ordination? More 
ambitious approach only creates frustra¬ 
tion and endangers even the simpler 
approach. 

It is necessary, as the committee has 
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supportint services as a prerequisite for 
investment in agriculture in the eastern 
$tates~West Bengal, Bihar. Orissa and 
north-eastern region. These states call for 
a type of projects and programmes and 
funding arrangements which are substan¬ 
tially different from other states. Hence, 
for each of these four area.s, the commit¬ 
tee has recommended the establishment 
of ARDC to be jointly owned by central 
and slate governments. The funding of 
bulk of the activities of these corporations 
would have to be from the budgetary 
resources though the corporations would 
have access to market borrowings and 
bank credit including from NABAKD. 

The main task of each ARDC would 
be to adopt a bolder strategy for increas¬ 
ing the tempo of agricultural lending in 
the state. It is to act as a catalyst for 
development, taking initiative in all the 
matters relating to rural deselopment and 
co-ordinating with concerned depart¬ 
ments and lending institutions. Such a 
step was long overdue and sooner ARDC 
is set up in each state, the better it is for 
the development of the state. 

ExTbRNAi. Factors and Rurai 
Credit Probi em 

There are two sets of external factors 
which have a direct bearing on and adver¬ 
sely affect rural lending operations of 
banks. One category consists of political 
interference, bureaucratic dominance and 
dictates, and vested interests in rural areas. 
The second category of external factors 
is lack of rural infrastructure, lack of co¬ 
ordination between bank and bank on the 
one hand and between banks and govern¬ 
ment district level development depart¬ 
ments on the other, lack of up-io-daie 
land records and other related require¬ 
ments, etc. The present report under 
review is full of statements bringing out 
how these faaors are the cause of ineffi¬ 
cient working of rural credit institutions. 

We have bwn complaining of political 
pressures since a long time; particularly 
when state participation in share capital 
of co-operatives recommended in 1954 
RCS Committee became undue state 
interference in actual implementation. 
The report under review is full of such 
complaints. 

The change in the governmental ethos 
and mood resulted in excessive state in¬ 
terference in the co-operative [p 169]... 
irrespective of the political persuasions of 
the party in power, in the last two decades 
it has bMn a story of collective superses¬ 
sions of co-operatives at all levels and in 
place of democraiically-elected manage¬ 
ment, government officials, or non-o^fi- 
cials nominated by the government man¬ 
ning them—-the lower grade officials, the 
lower level co-operatives and the more 
senior level ofTicials the higher tiers of co¬ 
operatives [p 179]. 

The politicalisation of co-operatives in 
the last few decades has caused much 
damage to the system. Politicalisation has 
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it extends to t he conduct of business aLsa 
One clear exam pie of this in the co-opera¬ 
tives. .. is the general write-off of co¬ 
operative dues resorted to by state govern¬ 
ments Ip 181). 

To rectify the situation, the committee 
has suggested as follows: 

(i) Ciovernments must forthwith withdraw 
their intervention and interference. 
Nominated functionaries presiding over 
the SCBs and other co-operative institu¬ 
tions should be withdrawn and the elec¬ 
tions of the ofrice-bearers and the manag¬ 
ing committees should be held promptly. 
Changes in the co-operative law should be 
introduced which will make it impossible 
for protracted supersession and take-over 
of the co-operatives Jp 23], 

(ii) The powers of the Government in 
regard to organisational matters of co¬ 
operatives should be vested with the 
higher co-operative organisation [p 180]. 

While all that is suggested above has to 
be implemented without further delay, this 
alone however is not enough to create con¬ 
ducive environment for promoting auto¬ 
nomous and healthy credit institutions 
and sound-lending operations. In the 
forceful plea of the committee; 
there is an imperative need foi a strong 
political will and a general consensus 
among various political parlies to give up 
misuse of the agricultural credit system as 
a means for achieving political ends, 
restore the sanctity of credit institutions 
and allow them to function as autonomous 
banking Institutions. Unless and until this 
IS done and well in time, the prospects of 
the growth of agricultural tending institu¬ 
tions on sound lines seems quite dim and 
any amount of effort by the credit agen¬ 
cies to improve the quality of lending and 
improve recovery of loans may not be of 
much avail [p 583]. 

With the need for district development 
plan as the base for the district credit plan 
and with more and more plan program¬ 
mes becoming more and more credit- 
ba.sed, the role of government officials has 
become significant. The gaps in their role 
and excessive importance attached to the 
attainment of targets which the govern¬ 
ment officials fix have created problems 
for bank lending. As the committee puts 
it, “the excessive concern with target 
achievement has resulted in marginalising 
the function of branch managers. They 
have been reduced to the position of mere 
instruments to carry out the instructions 
of government functionaries at the local 
level and are obliged to lend even if the 
usual norms of lending and reasonably 
sound banking practices are to be over¬ 
looked, if not altogether ignored” [p 87]. 

Though the committee has pointed out 
the bad effect of obsession of government 
functionaries with targets on the quality 
of lending, it has not sufficiently stress¬ 
ed the need for proper training of govern¬ 
ment officials in development lending in 
an inter face programme with bank of¬ 
ficials so that they begin to appreciate the 
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lending, recovery of loans and problems 
of rural credit institutions in this regard. 

As mentioned earlier, a large number 
of PACs and branches of commercial 
banks and rural banks do not have pro¬ 
per premi.ses which can befit a banking 
institution, do not have godowns and do 
not have minimum living facilities for 
their stafl at their rural branch centres. 
Besides banking infrastructure, lack of 
other supporting infra.structutc such as ex¬ 
tension service.s, marketing arrangements, 
etc, is equally responsible for the poor 
performance of rural credit institutions. 

Among others, the committee has 
recommended that: 

(i) Each state should establish a multi- 
drsciplinary organisation to attend to fair¬ 
ly long-term planning for agricultural 
development, formulation of area-specific 
schemes, development of backward and 
forward linkages and building up of 
nccessaiy infrastructure facilities needed 
by the agricultural sector. 

(ii) Reiterating the suggestion of 
CRAFICARD for the creation of 
“Primary Co-operative Development 
Fund” by SCBs/DCCBs. the report .says 
that such fund should be created without 
delay and regular annual contributions 
should be made to this fund so that PACs 
could be assisted for erection of modern 
counters, purchase of safe, etc [p 236]. 

We should only wish that the central 
and state governments implement these 
.suggestions promptly. 

Reviewing such a comprdiensivc report 
of an expert group, running into 1,074 
pages and studded with a large quantum 
of Held-level findings and statistical 
statements and covering every aspect of 
the rural credit system, is a difficult task. 
An attempt has been made in this review 
to critically examine the recommendations 
of the committee on those issues which, 
in the opinion of the reviewer, are crucial 
for the development of sound and 
forward-luukiiig ruial ciedit system. It is 
hoped that the reader gets a bird's-eye 
view of the stupendous work which the 
Reserve Bank’s Agricultural Credit Review 
Committee has accomplished with distinc¬ 
tion. Our problem has always been and 
continues to be in convening good inten¬ 
tions and recommendations into time- 
bound operational programmes and their 
sincere implementation. 

l\ole» 

1 General Report, Vol 11, p 151. 

2 The six members arc: (1) M M K Will (former 
Ii governor. New Delhi), (2) M V Hate 
(former dy governor, RBI), (3) A S Kahlon 
(former chairman of Agricultural Prices 
Commission), (4) J W Mellor (director, In- 
icrnalional Food Policy Research fnsiiiute, 
Wa.shingion), (5) G A A Van der Linden 
(former general manager, Rabo Bank, 
Netherlands), and (6) Basilio Estanislao 
(formci chairman. Land Bank of Philippiiies, 
Manila and former chairman, APRACA). 

.1 GOI notification of July 1,1975 appointing 
the working group. 
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Irrigation in Eighth Plan: A Critique 

B D Dhawan 

The final version of the Eighth Five-Year Plan is now available. The proposed programme for the irrigation 
segment is of as much interest as is the planners' own progress report on the state of affairs in this vital segment 
of Indian agriculture. This paper takes a close look at the Plan document's contents pertaining to Indian irrigation. 


1 

Plan Frugramm*' 

INVESTMENTS in four categories of 
works, namely. (I) major and medium ir¬ 
rigation. (2) minor irrigation, (3) com¬ 
mand area development (C AD), and (4) 
flood control and drainage works, con¬ 
stitute the irrigation segment of a five-year 
plan. At 1990-91 price level, the propos¬ 
ed investment outlay for these four cate¬ 
gories amounts to about Rs 32,500 crore. 
This hefty sum would become still bigger 
if one reckons with (a) supporting invest¬ 
ments (for operating electric pumpsets) of 
the order of Rs 4,0(X) crore earmarked for 
rural electrification programme under the 
energy sector, and (b) huge investments in 
minor irrigation works, especially in wells, 
which take place on farmers’ private 
account—the precise estimate is unknown, 
but it could be as high as the public sec¬ 
tor outlay (about Rs 6,000 crore) set aside 
for minor irrigation. These investment 
statistics .should reassure us that irrigation 
development continues to be the kingpin 
in planners' strategy for agricultural 
growth. These exceed the contemplated 
allocations for agriculture and allied ac¬ 
tivities (Rs 22,000 crore), and compare 
well with the corresponding allocations 
for rural development head (Rs 34,000 
crore).' 

As usual, major iriigation works ac¬ 
count for a lion’s share of the public sec¬ 
tor investment cake set aside for irrigation 
segment whose breakup is as given below; 

(Rs cmre) 


I Major and medium 


irrigation 

22,414 

II Minor irrigation 

5.V77' 

111 Command area 


development 

2.510 

IV Flood control 

1,623 

Total 

32,525 


* Excludes private and supporting mveslmcnis 
on public account. 

The principal outcome of the above in¬ 
vestments would be expansion of irriga¬ 
tion capacity of the nation. While by 
difinition no increase in irrigation capaci¬ 
ty can occur from investments meant for 
flood control and the CAD programme, 
some of the investments on irrigation 
proper also, especially under major and 
medium irrigation head, would be of 
replacement type (euphemistically called 
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‘subilisation’ or ’modernisation’ works in 
the plan parlance), without any resultant 
increase in irrigation potential as such. No 
less importantly, some of the capacity in 
major and medium irrigatkin works will 
materialise beyond the Eighth Plan time 
horizon. 

In all, new irrigation capacity addition 
of the order of 15 million hectares (mha) 
is anticipated by the end of the Plan. Over 
two-thi^s. of this additional capacity 
would be from minor irrigation works, for 
which a good deal of the investment funds 
have to come from farmers’ own account. 
More specifically, irrigation capacity for 
10.71 mha of crop area is envisaged from 
minor irrigation works, largely from dug- 
wells and tube-wells, though separate 
break-up of minor irrigation capacity is 
not given in the Plan document. The an¬ 
ticipated contribution from major and 
medium irrigation works is placed at 
about 5.09 mha. 

New irrigation capacity takes some time 
before it is fully utilised. Therefore, actual 
expansion in irrigation area tends to lag 
behind the creation of new capacity. In 
view of this, the Plan anticipation is that 
actual utilisation of new capacity would 
be of the order of 13.6 mha: 9.36 mha 
from minor irrigation, and 4.25 mha from 
major and medium irrigation. Thus irri¬ 
gation capacity worth 2 mha of crop area 
would remain unutilised at the end of the 
Eighth Plan period. This underutilisation 
will be witne.ssed in both categories of ir¬ 
rigation worlcs: 0.84 mha in major and 
medium irrigation works, and about 1.35 
mha in minor irrigation works. 

AOLQUAC Y AND RtAl.ISM 

Among many pertinent question.s, two 
pertain to the adequacy and the realism 
of targets of the proposed programme for 
irrigation. The central objective of irriga¬ 
tion development is one of steady expan¬ 
sion in farm output, especially of food- 
grains, so as to meet the rising require¬ 
ments of a growing population. Elasticity 
of foodgrains output expansion in irri¬ 
gated area being unity, let us see how 
much percent expansion in irrigated area 
is beitig planned for during the Eighth 
Plan. An addition of 13.6 mha, over a 
level of 75.6 mha supposedly achieved by 
the beginning of the Eighth Plan (70.89 
mha achieved by the end of Seventh Plan 
plus 4.81 mha achieved during two years, 
1990-91 and 1991-92, which have elapsed 


between the end of Seventh and the begin¬ 
ning of Eighth Plan), means almost 18 per 
cent expansion in irrigated area over the 
Eighth Plan period. If grain output expan- 
•sion of the same percentage order materi¬ 
alises, it should suffice for meeting our 
domestic demand, which may grow by 
about 10 to 11 per cent on account of sim¬ 
ple population growth and by another 6 
per cent or so on account of per capita 
income growth. 

As for realism, it is not possible to of¬ 
fer any categorical answer to that ques¬ 
tion. What is likely to be achieved of the 
propo.sed targets of irrigation expansion 
depends on several factors. Here, past 
achievements in terms targets, especially 
in the most recent years, are of considera¬ 
ble relevance, though past need not repeat 
itself in its entirety in the future. It is here 
that the planners have made our task 
somewhat more difficult. For some 
unknown reason, the achievements in the 
Seventh Plan are not appraised in the con¬ 
text of original or even revised targets. Ail 
we are informed in this Plan document is 
the following, namely, past addition to 
irrigation potential from the major and 
medium works has “been between two 
and three million hectares per five-year 
plan with the exception of Second Plan 
(1.05 mha) and Fifth Plan (4.02 mha)”. 
Even such a meagre but comparable 
assessment has not been made in the Plan 
report about minor irrigation. 

II 

Large-scale Irrigation 

Two observations on the above quote 
from the Eighth Plan report are necessary. 
First, it is not correct to state that poten¬ 
tial created from major and medium irri¬ 
gation works during the Second Five-Year 
Plan was of the order of 1 mha only. The 
correct figure is double this level, that is, 
about 2.14 mha (14.33 - 12.19 vide Tkble 
2 on p 57 of Volume 11). Second, the cor¬ 
responding achievement during the last 
Five-Year Plan (1985-90) was quite low, 
namely, I 51 mha only as per the Planning 
Commission’s own data in respect of 
created irrigation potential for the end of 
the Sixth and Seventh Plan periods. In 
view of this dismal performance against 
a target figure of 2.9 mha, one may be 
tempted to take not a very sanguine view 
of the proposed target of over S mha for 
major and medium irrigation for the 
Eighth Plan. 
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iha( incredible when we go by the Com¬ 
mission's own statistics or achievements 
during the last two years when 1.28 mha 
of major and medium irrigation potential 
was added. And if we go by statistics of 
actual utilisation instead of potential 
created, the picture does become much 
less unrosy. From this angle, the achieve¬ 
ments of the recent years appear to have 
been m ext ess of the created potential, as 
IS brought out by the follossing data set: 


Peiiod Major and Medium Irrigation 

_ (mha) _ 


Created Actual 

Potential Lltilisalion 


Seventh Plan I 51 2.44 

liWO^I 0675 0.759 

1991-92 0 604 0.686 


The souii'c of this excess perlormance, 
so to speak, needs to be understood. It is 
a sort of lag oi spill'over effect. That is 
to say, a part of the achievement in utilisa¬ 
tion is nothing but the unutilised irriga¬ 
tion potential of the earlier period. As this 
factor would operate in the ongoing 
Eighth Plan, one should be prepared to 
show realism in judging the fea.sibiiity of 
an additional utilisation target of 4.25 
mha (i c, 0.85 mha per year). After ail, an 
utilised potential of .1.75 mha did exist in 
major and medium irrigation at the end 
of the Seventh Five-Year Plan. As some 
of it got utilised in two subsequent yeais 
prior to the beginning of the Eighth Plan, 
the reported Figures of utilisation for these 
two years came to exceed the new capacity 
additions of these two years. 

Proposed investments on major and 
medium irrigation works during the 
Eghth Plan are earmarked for ongoing 
schemes. As the planners had allowed 
fresh starts on too many new projects in 
the earlier plans, notably in the Fifth Five- 
Year Plan (1974-78), the nation would now 
have some benefit of this lapse of the past, 
with investments yielding capacity bene¬ 
fits within the Eighth Plan period on a 
much greater scale than has been the case 
hitherto The pertinent question now is 
one of planned investments for major and 
medium irrigation works taking place in 
practice. The misgiving here is that state 
governments are finding it now increas¬ 
ingly difficult to find investment funds. 

It is not our purpose here to analyse the 
factors and forces behind lack of invest¬ 
ment funds with the state governments, 
as also with centre albeit on a less 
stringent scale. For our limited purpose 
it would suffice to mention about the 
massive bunten of subsidies (including 
hidden subsidies such as on rural power 
tariff). These subsidies have gradually 
shrunk the investment cake, resulting in 
stagnation if not outright decline in fresh 
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Indian agriculture sector. Admittedly, 
governmental failure to keep inflation 
under control has itself accentuated 
the paucity of lunds with the state 
governments. 

Unfortunately, the Eighth Plan repon 
does not record the erosion of investments 
in irrigation segment on account of infla¬ 
tion in recent years. In point of fact, there 
IS a covert attempt to duck the issue, com- 
rniiiing in the prcKess some grave cirois 
For instance, there is this atrocious state 
mcnl that the average cost per hectare of 
potential created from major and medium 
irrigation works “has risen steeply from 
around Rs 1,060 during the First Plan to 
over Rs 42,700 in the Swenth Plan!’ This 
forty-fold rise in unit investment cost of 
large .scale irrigation works is gravely 
misleading because it is not derived from 
investment rupees of comparable purchas¬ 
ing posver ovei time Had the Commission 
taken pains to record irrigation outlays at 
constant prices also, say. of 1970-71, the 
correct picture of rise in unit investment 
cost between the First and Seventh Plan 
period would be probably nearer four 
times, not forty iime.s. It is for this reduc¬ 
ed magnitude of rise in unit investment 
cost that the Commission's identification 
of numerous factors contributing to cost 
rise in irrigation is relevant. 

For the first time d is refreshing to find 
some harsh realities of Indian planning 
being stated forthrightly, if not bluntly, in 
the Plan document. For example, look at 
the following denunciation of large-scale 
irrigation planning in the country: 

The biggest single malady in the major 
and medium i rrigation sector right from 
the First Plan has been (he continued 
tendency to start more and more new pro¬ 
jects resulting in wanton proliferation of 
projects, thin spreading of resources and 
consequent time and cost overiuns. 
Though ail the Plans, without exception, 
declared their intention to give priority to 
complete the ongoing schemes, the addi¬ 
tion of new schemes continued 
unabated (p 58). 

Is this simply an instance of self 
flagellation by the supreme planning body 
of the country? Or, is the ire covertly 
directed at politicians for interfering in an 
overriding manner in our water planning? 
Another possible interpretation could be 
that the centre is now openly castigating 
the states for not abiding by plan guide¬ 
lines in the matter of fresh project starts, 
If so, one is at a loss why the centre did 
not discipline the states much earlier albeit 
in some indirect manner.' 

While tne Commission is very eloquent 
in divulging details about the number of 
new project starts in different Plans, it is 
not so forthcoming in respect oi ongoing 
(i e, incomplete) ones. Thus it does not in¬ 
form us for how long these projects have 
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a Planwise frequency distribution of pro¬ 
jects we have no way of rejecting the 
much aired criiici.sm that some of these 
projects (major as well a.s medium ones) 
arc of the First Plan vintage! ' The Com¬ 
mission’s lack of interest (or forthcom 
tngness in ^asr it has compiled such a 
break-up for its own record) in this vital 
matter is a pu//.le. All that it has to say 
of the matter is reproduced below;'* 

Ai the end of i he Scvcrilh Plan, there were 
as many as 182 major.. and 312 medium 
ongoing iriigalion projects requiring ... a 
huge aniixini of Rs 39,044 crorc (at the 
1990-91 price level) to complete them. A 
list of ongoing major and medium irriga- 
iion projects is at Statement 3.2. The fre¬ 
quency distribution of expenditure incur¬ 
red up to the end of Seventh Plan on such 
ongoing major and medium projects is as 
given in fable 4 (p 58). 

Ill 

Sniall-Hrale Irrigaliun 

The past performance of minor irriga¬ 
tion has been very encouraging, with 
achievements often crossing Plan targets. 
The planners, however, do not give any 
such account in the Eighth Plan report. 
Anyway, the target of an additional minor 
irrigation capacity of the order of 10 7 
mha during 1992-97 appears quite reacha¬ 
ble once we realise that the achievement 
in this regard during the Seventh Plan was 
ol the order of 9 mha as pet the as.sess- 
nicnt of the Planning Commission. And 
the pace of progress during the subse¬ 
quent two years, 1990-91 and 1991-92, 
has not slackened in anyway, registering 
yearly additions of 1.8 mha and 1.9 mha, 
respectively. 

A look at the slatewise progress in 
minor irrigation development reveals the 
pre-eminent place of Uttar Pradesh. This 
slate’s shaie in national total at the end 
of the Seventh Plan .stood over 16 mha, 
which constituted over 35 per cent of the 
corresponding national total of over 46 
mha. During the last two years this per¬ 
centage share had been still higher, well 
over M per cent. In a way, this regional 
imbalance in minor irrigation develop¬ 
ment is sought to be maintained during 
the Eighth Plan, as Uttar Pradesh is allot¬ 
ted half the target for new minor irriga¬ 
tion capacity foi the period 1992-97. 

It is true that UP is a very large state, 
and its endowment of water resources for 
minor irrigation development is higher 
than those of very many other states, 
especially in southern and western India. 
Yet doubts persist about according such 
high primacy to this state in developing 
minor irrigation potential in the coming 
years Two of these may be stated here. 
First, the state suffers from chronic power 
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shortafo.’ (t$ power sector has lagged 
far behind the national power sector 
which itself has failed to expand pan 
pacsu with our growing power needs. As 
a reruli, available power supplies in this 
state are gening thinly spread among 
growing multitudes of electric pumpsets 
used in lube-well irrigation, the principal 
mode of small-scale irrigation of the state 
In the absence of requisite step-up in 
outlays for power generation and rural 
electrification, the process of decline in 
running hours per tube-well per year 
would continue unabated. Attention is be¬ 
ing drawn heie to this missing link of sup 
porting investments in power sector on 
public account because the imperative of 
such investment.s is not realised by those 
who erroneously subscribe to the view that 
minor irrigation is a low cost option for 
the Indian economy. Second, there is a 
question mark as to whether so much of 
minor irrigation development in UP is a 
sustainable proposition. The statistics of 
ultimate minor irrigation potential, duly 
mentioned in the Plan document, suggest 
an irrigation capability of 13.20 mha only 
against this state. By the beginning of the 
Eighth Plan a minor irrigation potential 
of the order of 18.7S mha had already 
oome into being in this state as per the 
data with the Planning Commission. If 
the Eighth Plan target of S.44 mha is add¬ 
ed to this already big Hgure, we get a 
massive minor irrigation potential of 22.2 
mha by the end of Eighth Plan. We thus 
reach a nunAter that is exactly 9 mha 
above the ultimate minor irrigation poten¬ 
tial of the state. 

The Five-Year Plan reports never give 
separate data for ground water and sur¬ 
face water components of minor irriga¬ 
tion. But we do know this break-up from 
other reliable sources, especially from the 
reports of the working groups constituted 
by the Planning Commission for doing 
the spade work for formulating Plan pro¬ 
posals on minor irrigation. Thus we find 
that bulk of the ultimate minor irrigation 
potential of UP is from ground water 
sources. Small-scale surface water-based 
schemes account for barely 1.2 mha out 
of 13.2 mha of its ultimate minor irriga¬ 
tion potential. 

It is true that this estimated 12 mha 
ultimate potential from ground water is 
admittedly underassessed. One revised 
estimate for the state, as per the new pro- 
oedures suggested by the Central Ground- 
water Board, is placed at 18 mha. Even 
if we go by this revised estimate, the pro¬ 
posed programme for minor irrigation for 
UP appears excessive in ground water 
realm. This would give rise to envisaged 
minor irrigation capacity markedly over¬ 
shooting the sustainable level in UP. 
Specifically, the minor irrigation poten¬ 
tial by the end of Eighth Plan could be 



about 3 mha in excess of even the upward^ 
ly revised estimate of 19.2 mha for the 
state’s ultimate minor irrigation capacity. 
Thus the Eighth Plan unwittingly provides 
for overexploitation of state’s ground 
water resources by a si/eable margin of 
one-sixlh (one-fourth on the ba.sis of 
unrevised or present estimate ol 12 
mha).” 

This issue of sustainability of ground 
watei-based farming emerges at the na¬ 
tional level al.so, though in a much less 
attenuated form. The anticipated minor 
irrigation capacity of 61 mha in 1996-97 
turns out to be 6 mha more than the cur¬ 
rent estimate of SS mha for ultimate 
minor irrigation potential. The resultant 
excess would be in the form of over¬ 
development of ground water irrigation. 
At the aggregate level, the Yojana Bhavan 
IS not yet prepared to face the logic of its 
own numbers Why? The conjecture here 
IS two-fold. On the one hand, the Com¬ 
mission IS convinced that the estimate of 
.SS mha for ultimate irrigation potential 
that It has hitherto employed in its water 
planning for nearly two decades is serious¬ 
ly understated. On the other, such statis¬ 
tics of achievements in minor irrigation 
capacity as have been used by it so far in 
Its Plan preparations are most probably 
overstated. An inkling about this second 
presumption comes from some remarks 
one comes across in the Eighth Plan docu¬ 
ment itself, especially in paras 3/6/4, 
3/8/1 and 3/8/2. As an illustration, the 
following remark is noteworthy; 

I he Plan esi imates of potential created by 

minor works, computed from reports of 

Slate governments, are at variance with 

data compiled by the Minor Irrigation 

C'ensus from the village records (para 

3/6'4, p 62, Volume II). 

The direction and the extent of the dif¬ 
ference between two sources of data, 
namely, (I) progress reports of stale 
governments submitted to the Planning 
Commission at the time of seeking Plan 
approvals/funds, and (2) the Census of 
Minor irrigation commissioned by the 
centre in 1986-87, are discreetly held back 
from the public. As this census report is 
not yet officially relea.sed, we have no op¬ 
tion but to go by unofficially publish- 
ed/rrleased information in this regard, 
however partial or preliminary in 
character this may be In what follows this 
comparison is undertaken for two states, 
UP and Gujarat, for both of which alone 
we find the odd situation of minor irriga¬ 
tion development even today exceeding 
ultimate minor irrigation potential. There 
does exist a substantial diiTcfence between 
the two sets of data. However, we have 
mixed results as regards the direction of 
this difference. 

According to the census, the created 
minor irrigation potential in UP in 


1986*87 was of the order of only 92\ mha. 
The corresponding estimate from the 
background Plan documents can be deriv¬ 
ed by adding to Sixth Plan end (1984-85) 
achievement figure, viz, 12.131 mha, the 
actual achievements during 1985-86 and 
1986-87, namely, 0.844 mha and 0,872 
mha, respectively. So. we end up with a 
Plan estimate of about 13.85 mha which 
turns out to be about 4.6 mha higher than 
the census figure. In contrast, the Plan 
figure in the case of Gujarat .state is much 
below the census one. Here, the census 
figure stands at about 3.854 mha, well 
above the corresponding Plan figure of 
1.728 mha. These revelations caution us 
not to conclude (a) that the census 
estimate would always be less than the 
Plan estimate, and (b) that the census 
statistics should invariably be treated with 
greater confidence. We must not forget 
that, .so lar as the estimate of irrigation 
potential as such is concerned, one can¬ 
not assert that in adopting unit norms of 
irrigation capacity the administrators of 
one souicc, say, the census of minor ir¬ 
rigation. would necc.s.sarily be doing a 
more credible job. The task of assessing 
irrigation potential is far more ticklish in 
the case of minor than major irrigation 
works. This observation has been neces¬ 
sitated because of a streak of fascination 
for census of riiinoi irrigation detected by 
the author in t he Eighth Plan write-up on 
minor irrigation. 

It does not speak well ot Indian water 
planning that the planners have not yet 
taken a view on the new estimates of our 
ultimate irrigation potential from ground 
water resources. Their observations on the 
matter in para 3/11/2 (p 64) do not add 
anything worthwhile on the subject. For 
one, they drift into side or subsidiary 
issues. For another, one important sen¬ 
tence is badly drafted; instead of mention¬ 
ing the revised crop delta figure of 0.48 
ha-metres (inappropriately abbreviated as 
mha in the para), it states the revised 
ultimate irrigation potential of 80 mha. 

It may be pointed out here the revised 
estimates found favour with the Working 
Group for Minor Irrigation for the Eighth 
Plan (1990-95), whose report was submit¬ 
ted in July 1989. If the Commission has 
reservations on the same, it should say so 
explicitly, and not obliquely through a 
persistence with the earlier estimates. The 
task of revision nas admittedly not been 
accomplished satisfactorily for some 
states, notably West Bengal and slates 
underlain with hard rocks (Gujarat, 
Maharashtra, Andhra Pradesh. Karnataka, 
Tamil Nadu and Madhya Pradesh). For a 
water abundant state such as Wst Bengal, 
the ultimate potential from ground water 
has been rcvi.sed, strangely, drrwnwards on 
the questionable basis that net irrigation 
needs of crops here are 0.94 metres/lia. 
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twice the national level. And in the case 
of ground water scarce hard rock states 
the estimates have been jacked up. While 
the case for upward revision exists for all 
states, the occasion to do so has been 
misused to obtain motivated estimates tor 
many states. 

Before concluding this section on minor 
irrigation, it is necessary to point out one 
error about shallow tube-wells in the Plan 
report. Their number is incorrectly 
reported as 4.75 lakhs (it should read 47.5 
lakhs or 4.75 millions) in the following 
para on the composition of minor irriga¬ 
tion works in the country; 

As per 1986-87 Minor Irrigation Census, 
95 lakh wells, 0.64 lakh deep tubewells and 
4.75 lakh shallow tubewells have been dug; 
4.22 lakh surface works completed and the 
number ot pum psets energised rose from 
0.2 million in 1950-51 to 11.2 million by 
1989-90 (p 01). 

IV 

(Command An*a Devetopmenl 

Many well-meaning people strongly feel 
that instead of concentrating on develop¬ 
ing new irrigation capacity it is more sen¬ 
sible now to uonceniiate resources and at¬ 
tention on getting full jwoduction benefits 
from already established projects with 
performance much below par. To some ex¬ 
tent, the CAD programme has been added 
to Indian water planning in the niid-70s 
precisely with this consideration in mind. 
Since this too is a resource-inteiniive job. 
resource allocation for this purpose poses 
the dilemma of growth versus maintain¬ 
ing spatial equity in development. In other 
words, further allocation of developmen¬ 
tal resources to tracts which have already 
benefited in the fitst instance from sim¬ 
ple conversion from rain-fed to irrigated 
farming, means deprivation of other rain- 
fed tracts from benefits ot a simple swit¬ 
chover from rain-fed to irrigated farming. 
While production gains arise in both 
cases, spatial inequity in farm income and 
wealth increases under the first alternative, 
that is, the CAD programme. 

In a country of continental dimensions 
and diversity, pressure for spatial spread 
in developmental planning is quite 
acuie.^ The concept of CAD has been so 
modified that the central objective has 
become one of utilisation of unutilised 
capacity of major irrigation projects. In 
other words, the focus is on converting 
rain-fed fields into irrigated ones by utilis¬ 
ing the unutilised capacity through mea¬ 
sures like construction of field channels, 
land levelling and land shaping. 1b a lai;^ 
extent, this owreomes the dilemma men¬ 
tioned earlier. 

Though this author is not in favour of 
a full-blooded CAD programme!* at the 
present stage of our development, he cer- 
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tainly would like the programme as it is 
to be implemented in a much more effec¬ 
tive manner. 

V 

Other (\>inment^ 

ADOniVnv PROBlfM 

This problem in additivity of irrigation 
potentials has two facets. One is about 
whether irrigation potential cicated 
through major and medium schemes over 
a given plan period i' wholly additive to 
that created through minor irrigation 
schemes over the corresponding period. 
The other is about these new capacities 
being fully additive to iho.se already 
established at the beginning of that plan 
period, f-vidcnily, some of the new capaci 
ly may be of the replaocnieni genre, 
whereby a newei type of irrigation be¬ 
comes a substitute for an older mode of 
iriigation (say, a new tube-well replaces a 
dug-well) or the same tyfre which has out 
lived its utility. In such a case, net addi¬ 
tion to total irrigation capacity is bound 
to be less than that implied by ihe new 
capacity numbers 

Leaving aside the replacement aspect 
for the moment,'* lei us address ourselves 
to the other aspect, namely, additivity of 
irrigation capacities of two piincipal 
categories of irrigation. Attention to this 
has been drawn feu the first time in the 
Eighth Plan document, albeit in an in¬ 
direct manner 1 he issue has been, so to 
s()eak, forced on the planners by the 
results of Ihe Census of Minor Irrigation, 
1986-87, which revealed that one-tenth of 
capacity utilisation m the case of a minor 
irrigation work i.s in a supplementary or 
supporting role with another source of ir¬ 
rigation. This is rneniioned in the Plan 
document in the context of past progress 
in ground water iTigalion in the follow¬ 
ing words: 

....The Plan cst imaies of potential cicated 
do not distinguish between th. gross area 
irrigated by ground water as a sole source 
and as a supplemeiii to surface work.s. The 
Minor Irrigaiion C'ensu-s has estimated Ihe 
extent of supplementary irrigation by 
works at nearly 2.9 million hectares, 
rcprescniing nearly 10 per cent of the 
estimated potential ol ground water works 
at that time. This distinct loti between sole 
and supplementarv irrigation by the wells 
is unfortunately not observed by mosi 
states, lb that extent, the estimates of 
potential reported in the Plan documents 
are not strictly comparable with those 
compiled under land use and cropping 
statistics (par^3/8'2, p 63). 

The problem”of jointness ot conjunc¬ 
tiveness in irrigation sources is typically 
a phenomenon of canal commands. In the 
case of protect i ve canals like those of nor¬ 
thern India, canal supplies are inherently 
inadequate for practising intensive farm- 
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ing based on fully meeting irrigation 
need.s of crops right up to the recommend¬ 
ed or optimum level for a crop. In order 
to (a) raise water-intensive crops like pad¬ 
dy and sugarcane and (b) practise inten¬ 
sive farming up to the full profit margin, 
larmers in such c-'ina! coiiiinands main- 
lain their own sources of irrigation, 
generally wells, from which the needed 
water supplies arc met. To a large extent, 
the tail end teaches of a non-protective 
canal system ate no better than the pro- 
leciive canal commands, with canal sup¬ 
plies being poor both in quantum and 
iimeliness So. such tail-end farmers too 
have found il worthwhile to invest in their 
own wells 

I he data format of colonial days still 
in use docs not allow village functionaries 
to record litigated area statistics on a 
highly diffeieniiaied basis While prin¬ 
cipal sources of irrigation are weO 
distinguished, there is no provision for 
recording ca.scs of multiple use of sources 
ol irrigation for a given irrigated crop. In 
the event of joint irrigation from two or 
more sources, the functionary is expected 
to go by the single dominant source of 
irrigation. But the classification task 
becomes loo problematic if village fields/ 
plots as such, and not crop areas, ate to 
be cliissiticd by type of irrigation status, 
as is the whole import of compiling 
statistics of net irrigated area by type of 
irngaliun'. Under the current outmoded 
classification, one is at a loss while 
categorising an iriigated plot of a farmer 
to which he mainly applied tank water in 
the wet season and depended primarily on 
his own well water in the subsequent dry 
sea.son." 

The need of the hour is to know how 
much ol total (gross) cropped area under 
irrigation in a given year is under solo or 
single source of irrigation by type (canal, 
lank, tube-well, dug-well, etc), and how 
much under multiple irrigation (canal- 
cum-well, or lank-cum-wdi). This will 
throw some light on the rise of conjunc¬ 
tive irrigation in the country. And this is 
a manageable task. On Ihe other hand, 
gathering information bn number of 
waterings per crop and by season, howeva 
interesting such information might be, is 
altogether an infeasible ta»k. Such infor¬ 
mation i.s best gathered through periodic 
sample surveys, not through total enume¬ 
ration year after year (as is recommend¬ 
ed in the Plan document while dealing 
with needed improvements in data base 
of Indian irrigation). 

It is partly becau.se of conjunctive use 
of two sources of irrigation that statistics 
of gross irrigated area as per the land 
utilisation data can well exceed the cor¬ 
responding figures of the Planning Com¬ 
mission based on reports from Ihe states. 
The difference as of today is unknown, 
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tnanics to inegnai lag (almost ) yeanji in 
ih« publication of land utilisation 
statistics. So, we do not know how much 
gross irrigated area for 1991-92 was there 
corresponding to the Planning Commis¬ 
sion’s estimated figure oi 75.70 mha (as 
per capacity utilisation). The latest 
statistics from both the sources are foi the 
end of the Sixth Plan (1984-85), for which 
(he estimate ol the Planning Commission 
stood about 6 mha above the correspond¬ 
ing figure of 60^58 mha from the land 
utilisation records. In point of fact, this 
kind of difference is noticeable since 
1960 61. 



Ciruss Iriigaicd 
Area (mha) 
Plan l.and 

Dofu Records 

menis 

Second Plan end 

28.05 

27.98 

Third Plan end 

32.20 

30,9v) 

1968-69 

35.80 

35 43 

Fourth Plan end 

42 20 

40.28 

Fifth Plan end 

48.50 

46.08 

1979-80 

52,70 

49.21 

Sixth Plan end 

60.58 

.54 67 


It needs to be pointed out that the pro¬ 
blem of lack of additivity is not confined 
to that between major and minor works 
only. When wells happen to be used as a 
supplementary source within tank com¬ 
mands, the non-addivity arises between 
two minor irrigation works. 

StAtt Ol fiNANt i.s 

The financial slate of public irngation 
works in India has been worsening since 
the early 60s. Things are bad not just in 
respect of large-scale irrigation schemes; 
these are equally dismal in the case of 
medium surface irrigation schemes, and 
minor lift irngation schemes, especially 
public tubewells (operated departmentally 
or through public tubewell corporations). 
In the case of lift irrigation schemes, the 
dismal financial picture becomes still 
graver when one takes into account the 
substantial bidden subsidy in electric 
power supplied by the public electricity 
boards. The following extract from the 
Eighth Plan report’s write-up under the 
head ‘Pricing of Water’ gives the impres¬ 
sion as if the financial mess is solely due 
to gross underpricing of public irrigation 
service: 

It is well known lhai the water chargc.s col¬ 
lected do not cover even working expenses, 
not to speak of depreciation charges and 
contributing even a moderate return on in¬ 
vestments. It is worth noting that just 
prior to independence (1945-46) public 
irrigation schemes showed a surplus of 
Rs 7.92 crore after meeting working ex¬ 
penses, interest charges and setting off 
losses on unproductive works. This author 


may clanty that me ‘unproductive irnga¬ 
tion schemes were those which could not 
pass the financial productivity critenon of 
earning a siipiilated rate of return to cover 
the interest cost of capital funds (In a way, 
these were the so called proicctivc irriga- 
lion schemes for faminc-prone areas 
.Mier independence the position had 
deteriorated rapidly.) According to csti 
mates (or 1987-88 the annual loss of ir¬ 
rigation systems amounts to a staggering 
Rs 1,705 crore. The same estimate shows 
that the gap between the annual woikmg 
exfiense and the gross receipts from water 
rates sttxxl at over Rs 400 crore. There ha.s 
also been reluctance on the part of state 
governments lo adjust water rates at least 
in states uiih rising costs. Similar pro¬ 
blems exist in the case of ground water ir¬ 
rigation where water rates leflccl only 
about one-sixth of economic water rates. 
Mectiic charges tor agriculture purposes 
including pumping of water are also 
highly subsidised (pjt 67-t>8). 

Irrigation i.s quite a capilal-micn.sisc ac¬ 
tivity, more so in the case of large-scale 
irrigation works Recovery of this capital 
cost through water tariff that is inclusive 
of depreciation charge is beyond debate. 
■fTie rub of the matter in pricing public n 
ngation is the issue of recovering oppor¬ 
tunity cost of capital re.source.s u.scd in 
establishing such irrigation. The Planning 
Commission seems to favour recovering 
much less than the full opportunity cost 
of capital when it laments about irriga¬ 
tion investments “not contributing even 
a moderate return”. The argument for 
such recovery is spelt out in the follow¬ 
ing terms of spatial equity and lenabiiity: 

I his situaiion. in which the Slate is in¬ 
vesting enormous amounts of public 
moiwy, largely borrowed, without recoup¬ 
ing any part ol it, is both inequitable and 
untenable—inequitable inasmuch as irri¬ 
gation increases the productivity of the 
users and enables them to enjoy, without 
bearing a reasonable part of the co.sts, a 
benefit not available to majority of 
cultivators and untenable inasmuch as the 
failure to recover costs increases the 
burden on the already severely strained 
budget and is bound, in course of time to 
adversely aflci i the ability of the State to 
maintain or to continue expanding or im 
proving irrigation in new areas (p 68). 

The above rationale is admittedly one¬ 
sided, somewhat overlaoed with the 
economists’ efficiency principle that a 
user should pay for the cost of the public 
service he receives. In applying this prin¬ 
ciple to public irrigation, one has to con- 
'cnd with the following counter poinl.s: 

(1) An'individual farmer alone docs not 
capture all the benefits which accrue 
to the economy at large by extending 
irrigation cover to ratn-fed farming. 

(2) To the extent irrigation in India is a 
prior requirement for agricultural 


development and rural transfor¬ 
mation-just as education/literacy is 
a prior requirement of a well- 
functioning participatory democracy, 
the state has to bear the brunt of 
resources needed for the same, 
whether these are raised through 
taxation or public borrowings. 

(.7) The cost-plus basis of water tariff 
should be applied after deducting (a) 
costs of inefficiencies of project 
implementation and operation, and 
(b) fictitious oi inflated costs on ac¬ 
count of bribery and corruption.'' 
(4) Some of the costs are recovered in¬ 
directly when irrigation availability 
enables the expansion of crops, such 
as sugarcane and tobacco, which arc 
principal raw materials of industries 
carrying excise and other taxes. 

1-ately, we have been investing about Rs 
3,000 crore annually in our public irriga¬ 
tion works. Even if the deficit of the order 
ol Rs 500 crore in annual operational 
costs of public irrigation had not been 
allowed to occur, the irrigation sector 
would have had an additional investment 
outlav available for its expansion and im¬ 
provement. Needless to ssy, the fund 
paucity for the sector would practically 
vanish if annual interest and depreciation 
cost of the order of Rs 1,500 crore or so 
(as per the planners’ idea of a moderate 
rate of return) had also been recouped 
fiom the farmers. While the ca.se for up¬ 
ward revision of prices for water is valid, 
the occasion should not be used to jack 
these up on simplistic consideration of 
users who must bear full resource cost. 

Finally, we have to contend with exter¬ 
nalities or linkages m price fixation. On 
the one hand, water tariff fixation on high 
cost public lift schemes is constrained by 
the prices charged for public surface ir- 
ligatton; if the latter happen to be low, 
the former cannot be pegged much out of 
alignment with them. This is one reason 
why users pay a fraction of the resource 
cost of lif^i irrigation schemes run by 
public corporations, because their bene¬ 
ficiary farmers validly seek some parity 
with public canal rates paid by (he canal 
irrigators in the same stale/tract. On the 
other hand, this very parity principle 
works across stale boundaries, preventing 
stales with higher costs of irrigation 
development to charge rates higher than 
those prevailing in nearby states.'^ Harsh 
realities like these have to be reckoned 
with. Also, (here is need for harder and 
appropriate thinking on the matter, with¬ 
out indulging in inanities or wishful and 
wishy-washy thoughts like the following 
ones: 

The general principle should be to 
establish an implicit coalition between (he 
interests of (he farmer and the irrigation 
authorities. To the extent it succeeds, it of- 
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rqn a Stable and efTiciem iiri^tton system 
wttuld ensure an adequate water price 
which the farmer would willingly pay... 
Thiry |i e, farmers] simply view it as 
another tax, not a fee lor a service (p 6«). 

ENVIRONMkNTAI DtGRADAIION 

l3evclopmenl of man-made resources 
like irrigation is seldom without loss in 
natural resources in quantity ot quality 
In the case of irrigation development m 
India, such loss has been primarily in the 
shape of (i) decrement in forest cover due 
to the construction of big dams,'' (ii) 
'damage to farm land due to rise of water¬ 
logging and salinity within canal com¬ 
mands (and along big feeder canals), and 
(lii) depletion of, or damage'^’ to, ground 
water stock due to overdevelopment of 
ground water-based farming. These and 
related issues like siltalion of reservoirs arc 
very briefly touched upon in the Plan 
document under three separate sections; 
(a) Environmental Aspect, (b) Waterlog¬ 
ging and Salimiy, and (c) Regulations and 
Development of Groundwater. 

In recent years, environmental critics of 
Indian canal, irrigation have put forth 
tremendous los.ses in environment from 
such irrigation development. Unfor¬ 
tunately, on th is score the planners mere¬ 
ly try to icassure the nation-—and with 
(^ul-of-date viatislics in the case of 
waterlogging and .salinity. After parading, 
state by state, tiie conjectural estimates in 
this regard irom the report of the National 
Commission on Agriculture (1976) the 
following assurances on the problem arc 
held forth; 

It IS repoited that the spread of conjunc¬ 
tive use of ground water with that of sur¬ 
face water, especially in Punjab, Haryana 
and parts of U P ha.s substantially lowered 
the water table and helped contain waier- 
logging/salinity. Bui there has been no 
systematic or comprehensive survey so 
far (p 64). 

This absence of information on a point 
of great criticism of Indian canal irriga¬ 
tion is regrettable This is pos.sibly in¬ 
dicative of insensibility within planning 
circles to the issues of environmental 
degradation. Whatever be (he factors 
behind such a failure, the author endorses 
the Plan suggestion that there should be 
a systematic survey to assess the extent, 
nature and location of waterlogged and 
saline/alkaline lands in existing project 
commands. While such a survey requires 
co-operation and assistance from canal 
project staff, the Findings would lack 
credibility if the assessment is totally done 
as an in-house job by canal authorities. 
This caution is ^ing sounded because at 
some recent national meetings (c g. Third 
National Witcr Convention at Nagpur) 


paiiiupams irwn siaic irrigation uepan- 
ments put forth incredibly low figures of 
waterlogged areas in selected canal com¬ 
mands of then states, i-or example, a 
presentation from Maha-msiitra, based on 
in-house intormaiion for 22 major pio 
ject.s, showed the incidence of waicrlogg- 
ing to be confined lo about I per cent of 
the total command area only. The figure 
for lawa project in Madhya Pradesh and 
Sarda Sahayak project in Uttar Pradesh 
were, likewi.se, shciwmg still lower in¬ 
cidence of waterlogging for these two pio- 
jects for which critics’ figures of high 
incidence of w'aieitoggmg, mentioned in 
media writings. sukkJ unchallenged for 
many years. 

On* ground waiei depletion, the Plan 
drxriimenl ha-s nothing solid to tell us. One 
cannot gauge the seriousness of this pro¬ 
blem from an observation like “there are 
complaints of ovci-exploiiaiion of ground 
water in several parts of the country”. And 
one docs nut find any realism in their 
assessment that “over-exploitation of 
ground water should be discouraged by (i) 
legislative measures and their implemen¬ 
tation and (li) suitable water and posver 
tariffs”. It IS not that the states have 
predominantly not enacted any ground 
water regulation laws ever since 1971 when 
a model bill in this regard was sent to them 
by the centre, legislative regulation of 
ground water use is an unworkable pro¬ 
position in the Indian conditions of small 
and fragmented landholdings. That is why 
both Gujarat and Tamil Nadu, having 
enacted the necessary legislation, have 
achieved Intie on implementation side. 

To think of monitoring ground water 
withdrawals at an individual well-owner 
level in this country shows terrible ig¬ 
norance of the sad stale of general ad¬ 
ministration in the countryside. Lack of 
administrative enforcement has forced 
state electricity Iniards to give up collec¬ 
ting electricity bills from farmers on the 
basis of electric meters and adopt instead 
the pernicious flat power tariff based on 
horsepower of the electric motor install¬ 
ed at the lime of giving electricity connec¬ 
tion. This haish reality of the countryside 
is not realised by those who^ in season and 
out of season, keep on uiging the state 
(a) tc nrice canal water on volumetric 
basis and (b) to regulate ground water 
withdrawals by farmers. In the Indian 
conditions, the key to preventing ground 
water depletion is via development of sur¬ 
face water-based irrigation to the hilt. 
Such development, whether through large- 
scale oi smalkscale works not only lowers 
the need for ground water irrigation but 
also adds to ground water recharge in a 
big way—two-thirds of ground water in 
Punjab is of canal origin. 


The task of flood control has not been 
tackled as vigorously as the one relating 
to drought proofing, though the flood- 
prone and the drought-prone areas are of 
almost equal areal extent of about 40 inha 
each. For one, the very need for flood pro- 
icv.iion in the east Gangelic plains, the 
most fluixi-prone region of the Indian 
subcontinent, has not been felt that in- 
tenselv as has been the case for protective 
irrigation in drought-prone regions of 
western and southern parts of the Indian 
subcontinent. This may be due to Gangetic 
farmer’s awareness of two sides of the 
com; while Hoods might destroy craps, 
livestock and pioperty, these also renew 
soil vigour and moisture. For another, 
there is a good deal of ineffectuality in the 
Hood prateaion measures adopted so far. 
And the latest report of the Centre for 
Science and Environment on floods of the 
Indo-Gangetic plains has further added 
a bolt from the blue with its harsh assess¬ 
ment a la Arrow’s Impossibility 'I’hcorem 
of Vfelfare Function: since the Himalayan 
floods are uncontrollable because of the 
futility of afforestation programme and 
engineering structures (embankments, 
dams, etc), the people in these plains must 
reconcile to living with the flood hazard. 

In the immediate future, conventional 
works, such as embankments, drainage 
channels, and flood zoning would con¬ 
tinue. though the Plan document admits 
“there is scope to improve the effec¬ 
tiveness of these investments both from 
the technical and economic viewpoint*. 
Evaluation studies for such works con- 
structured in the past are envisaged in the 
Eighth Plan. So far, about 13,600 km of 
embankments and 33,100 km of drainage 
channels have been constructed. One 
hopes that the benefit-cost ratio tool is ap¬ 
plied in low gear but appropriately in ex¬ 
post evaluative exercises of such works, 
lest real problems of lack of maintenance, 
or shoddy construction job, should be 
side-uacked in evaluation. Finally, white 
preparing master plans for Hood control 
and drainage for major rivers and expan¬ 
ding the flood forecasting network, the 
imperative of flood forecasting in real 
lime has become all the more urgent if liv¬ 
ing with Hoods is unavoidable Such Hood 
forecasting-cum-warning is so necessary 
for avoiding human toll during the actual 
Hood calamity. 

VI 

(lunciuding Observations 

The highly adwrse Morse-Beiger report 
on the Sardar Sarovar project, which is 
slated to add about 1.8 mh a of irrigation 
capacity by the end of the Eighth Plan, 
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twvv^a un neviy iqnni om con- 
trwtnial duns. But there is no dearth of 
other ongtHng projects for putting our in- 
tcstments in and stilt achieve the os«rall 
target of new capacity creation in the 
Plan. So, the crucial question is one of re¬ 
quisite investmenu fonhcoming for the ir¬ 
rigation sector (including rural [owcr 
supply system) during the Plan. 

There is no denying that a latent sense 
of complacency prevailed at the centre 
about the state of development in Indian 
agriculture during much of the 80s. For¬ 
tunately, the centre has lately become alive 
to the dangers ahead. This augurs well for 
agricultural development in general and 
irrigation development in particular in the 
coming years. Time alone will tell whethci 
this concern at the centre would help the 
fund-starved states find the requisite 
money for projected investments in irriga¬ 
tion and rural power supply. 

Notes 

1 Sharp inflaiion in the economy since 
1990-91 has already eroded the real value 
of these projected investments. 

2 ThecenUccannoiBbsolweitscIf of its failure 
here, because it did nothing to prevem Kar- 
nauka for sum mg half a dozen new irriga¬ 
tion schemes on an inter-state nvci without 
prior approval of the Planning Commission 
which could do no more than simply keep 
on listing them as unapproved projects in 
its own files and Plan documents. The result 
of this lapse is the extreme postures today 
adopted by slates on the Cauvery dispute. 
Now that the total water lequirements of 
all major itrigation works in the Cauvery 
basin well exceed the quantum of water flow 
of this river, the task of resolving the dispute 
through the usual principles of water shar¬ 
ing of common rivers has become very 
ticklish. 

3 A couple of years ago, one engineer from 
Mnharuhtra told thv-. author (hat one 
medium project in his state dates prioi to 
the Fini Plan! 

4 As the entire outlay for large-scale iiiiga 
tion is now earmarked for the ongoing 
major and medium imgaiion .schemes only, 
the probleni of spill over projects would lx 
much less pressing during the subsequent 
Plans. However, such projects would still re¬ 
quire a lion's share of the anikipatcd alloca 
lions for major and medium projects of the 
Ninth Plan. A fter all. the financial provi 
sions for Eighth Plan for such works con 
stitute just 57 per cent of the total funds 
required to complete the existing ongoing 
schemes. 

5 Availability of electricity for pumpscls, ac 
cording to the Census of Minot Irrigation 
was for a duration of just five hours per day 
for private wells in UP during 1986-87. The 
duration was an hour more for publx tube- 
wells which are expected to run round the 
clock at peak season to meet water needs 
of about 80 ha area per public lube-well— 
this duration averaged two hours per day 
foi surface-lift irrigation schemes like river- 


ptimpea cgniut. in comnut, nuw 
supp^ in iIk stales of PtiNjri), Haryana aM 
Kamauka was for eight hours daily—10 
hours in Gujarat. 

6 Actual ovei-exploitation of ground water 
may, however, be averted because of actual 
withdrawals being less than those indicated 
by capacity data. Among other reasons, this 
lower withdrawal is due to (a) less than the 
recommended level of irrigation for crops 
and (b) actual irrigated area being le.ss than 
the capacity tevel. 

7 It IS thts pressure which possibly forces stale 
politicians to make loo many fresh starts 
on irrigation schemes, knowing that the 
needed investments would not be forthcom¬ 
ing in requisite amount over the planned 
gestation period. 

8 A well conceived CAD programme is, acre 
lor acre, no less expensive than irrigation 
development il.self. 

9 Keplacenieni needs of Indian irrigation are 
steadily rising. The same is true for many 
other public sector activities like railway 
tracks, rail and road bridges, urban 
weweiagc and water supply piping. 

10 ('onsidcrable private well irrigation has 
developed alsti within tank commands of 
southern India, mainly, for coping with 
targe year-to-year fluctuations in lank sup¬ 
plies to which paddy crop is very sensitive. 

11 Evidently, the phenomenon of multiplicity 
in irrigation sources poses greater hazard 
of misclassincation under net area basis 
than on crop area basis. 


u; rirenemioriiMieiiiictiHKCiu^ 

ing nominal unit cm( of irriiukm due to 
price inflaiion is obviated to the extent the 
collected amount of depreciation charge it 
put in an account that yields interest tale 
compaiabte to that of price inflation. 

13 Why should beneficiary farmers pay for 
these unwarranted costs of public irrigation, 
which might today account for half the 
nominal resource cost of establishing public 
irrigation? 

14 This attempt to seek spatial parity in canal 
water tariff can extend to other spheres. For 
instance, the farmers’ body. BKU, is urging 
Haryana far mers not to pay the recently up¬ 
ward revised power rates because these are 
now much above the corresponding rates 
charged from their brethren in UP and 
Punjab: white tiie rate is Rs 22.S0/hp in UP 
and Rs 18/hp in Punjab, the new Haryana 
rale is Rs 39/hp. 

15 Accoiding to some big dam supporteis, big 
dams are not a major factor in the loss of 
forest cover in the country, because one to 
two mha so lost constitutes barely S-IO per 
cent of the total loss of forest area. 

16 Damage to ground water resource arises 
when nearby saline or brackish waters in 
irude into voids created by excessive 
pumpage. as has been reported in the 
villages close to Saurashtra coast. If pum¬ 
ping continues without monitoring of salt 
content of the pumped water, soil salinity 
builds up, damaging eventually the land 
resource 
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RedefffiixKg Gilj ariit’s IxTig^on f'oteiitial 

A Model 

Dilip H Parikh 

Amriah J Vora 
Yuginder K Alagh 

Apart from official claims, a realistic estimate of irrigation potential in Gujarat based on facts would imply 
that water is scarce. Such realism is necessary for a reasonable irrigation development strategy to be developed. 
This paper attempts to prove that major and medium irrigation potential in a fairly substantial sample of dams 
is determined by the variation of rainfall in the command, and it advocates inter-basin transfer of water across 
rairtfall regions, from highly reliable to uncertain rairfall regions. 


THIS paper cMablishes (hat official siatistio 
arguing that Gujarat’s irrigation potential 
is around 64 per cent of its cropped area and 
that irrigation for around 32 per cent of 
cropped area is already developed is mis¬ 
leading. If the irrigation potential of Gujarat 
is over 60 per cent, it is one of the very well- 
endowed states with water resources. It 
would then compare favourably with states 
like Haryana and UP. Given the ground 
realities, this is such a palpably false argu¬ 
ment (hat such statistics should have been 
contradicted a long time ago. Instead official 
estimates of irrigation potential keep on 
increasing and are dutifully used all 
concerned. 

Official agencies probably have a built- 
in reason to increase ‘estimates’ of potential, 
in order to raise claims for more resources 
for the imgation sector and thus built-in bias 
leads to exaggerated claims of potential. 

Let us at the outset clarify (hat a more 
realistic estimate of irrigation potential bas¬ 
ed on facts would imply that water is scarce 
and in any reasonable system of allocation 
would in fact buttress the claim for more 
resources for the sector. We believe that such 
realism is also necessary for any reasonable 
water development strategy to be developed. 
Also it is important to clarify that our 
statistical modelling exercise is not in any 
way a reflection on the technical capability 
of irrigation engineeis in Gujarat. Western 
India has produced the last three water 
resource secretaries in India: C C Patel, 
M J Podliyc; and now M Chitalc This is not 
an accident since uncertain rainfall and 
hydrology, single season rainfall, very few 
possible dam ites, highly differentiated soils 
and commercialised agriculture, produce a 
very different breed of problem solvers than 
in the alluvial plains of (he north. It is just 
that irrigation engineers in India are 
technical problem solvers and are not very 
concerned about irrigation statistics. 

W; prove in this paper that major and 
medium irrigation potential in a fairly 
substantial sample of dams is determined 
the variation of rainfall in the command. 
This then means (hat (he hydrology of such 
projects is highly uncertain, since the varia¬ 
tion of rainfall in Gujarat is high in many 
regioiis, in both the catchment and the com 
mand and when this factor is fully incor¬ 


porated in a ooniplcic statistical model, ir 
ngation potential will need to be substan¬ 
tially underrated. 

1 he offlcially estimated irrigation poten¬ 
tial IS as follows. 


fMiltian hectare/ 


Surface Irrigation 

Potential 

Already 

Developed 

Major and medium 

1.80 

1.19 

Saidai Sarovai 

1 79 

0 

Minui irrigation 

0 35 

0.18 

Total surface 

3.94 

1.37 

(■round water 

2 55 

1.90 

Total 

6.49 

3 27 


Source: Governmcni of Gujarat, Development 
Programme, IV90-9I. 

The cropped area m Gujarat was 10.6 million 
hectares in 1980-ftl (a normal year) as per 
land-use statistics and fluctuates around this 
level depending on annual rainfall. Thus ac¬ 
cording to irrigation official statistics around 
65 per cent of Gujarat’s cropped area can 
be irrigated making Gujarat a highly water 
abundant state I3ut irrigation ‘potential’ is 
defined nowhere in concrete terms. 

THK PROBLtM 

Annual rainfall ranges from less than 
350 mm in (he north-west to over 1,800 mm 
in a small area in (he south-west with most 
parts of the state receiving between 500-800 
mm (the state average is 814 mm). Thus a 
large part of the state receives low rainfall 
and tlie rainfall is characterised by large 
variations over time and space. 

Differences in average rainfall in (he dif¬ 
ferent regions of the state are as shown in 
Ihble 1. In over 50 per cent of the talukas 
of Gujarat the variation of rainfall in Gu¬ 
jarat is very high. There are very few irriga¬ 
tion projects in Gujarat in which water is 
transferred across rainfall regimes, i e, bas¬ 
ed on perennial rivers or from highly reliable 
rainfall regime to uncertain rainfall regimes. 
In many cases the rainfall regime is similar 
in the catchment and command. Thus; 

(X, o.) (X^o^) and 

PR it, £ Rj, ~ 1 


whcic. X and o are average and second mo¬ 
ment ot rainfall distribuiuins, R is rainfall lewl, 
I IS the catchment, j is the command, t is, 
time period, p is correlation coefficient and 
i IS the set operator denoting element of. 

Hor defining irrigation potential we would 
take a very litieral measure to be fair to the 
official estimates. Thus we assume that there 
are no distributional bottlenecks in the water 
delivery system and the design norm of irri¬ 
gation efficiency of 0.6 is correct (in short 
of a cuser of water released from the head 
works, 0.6 cusec would reach the field). We 
further assume that in a water scarce region 
like Gujarat irrigation potential is created 
if water is available in 50 per cent years or 
with a 50 per cent ‘reliability’ factor. Nor¬ 
mally irrigation engineers take a 75 per cent 
‘reliability’ faaor, but one of us has argued 
that in regions with a high value of water, 
(his factor should be 50 per cent (see Y K 
Alagh, rhe Next Phase of Indian Agricul- 


Tabu 1 


Region 

District 

Rainfall 

(mm) 

Southern Hilly 

Dangs, Valsad 

I.79J 

South Gujarat 

Sural, Bharuch 

974 

Central Gujarat 

Vadodara, Kbeda, 



Panchmahats 

904 

North Gujarat 

Ahmedabad, 

Gandhinagar, 

Mehsana. 

Sabarkaniha, 



Banaskaniha 

734 

N-AV Gujarat 

Kutch 

340 

N Saurashira 

Amrcli, Bhavnagar 
Jamnagar, Rajkot, 



Surendranagar 

537 

S Saurashiia 

Junagadh 

844 


Sources: Sardar ftilei institute of bconomk 
and Social Research, Agro-Climatk 
Planning Unit of (he Planning Com¬ 
mission, ARPU, Paper No 5; also see 
Planning Commission, Agro- 
Climalic Pfantung m India- An Over¬ 
view (Delhi, Planning Commission, 
1989), Ch t. Report prepared under 
supervision of Y K Alagh. 
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ar ijA«$ IN 

Saukashtra Region 


Sr 

No 

Name of Scheme 

No of Years 
for which 
Data 
Available 

No of Years 
in which 
Filling IS 
Less than 50 
Per Cent 

Per Cent 
Years with 
Filling 50 

Per Cent 
and Below 

1 

Shelrunji 

17 

7 

41 

2 

Rangola 

12 

6 

50 

3 

Bhimdad 

IS 

6 

40 

4 

Goma 

8 

4 

so 

5 

Ghelo (S) 

15 

3 

20 

6 

Ghelo (1) 

IS 

4 

26 

7 

Surajwadi 

16 

5 

31 

8 

Limbdi Bhogavo 

12 

4 

33 

9 

Bhogavo 0) 

14 

2 

14.28 

10 

Bhogavo (11) 

17 

5 

29.41 

II 

Brahmni 

IS 

4 

26,66 

12 

Machhu 1 

17 

6 

35.29 

13 

Machhu II 

6 

3 

50 

14 

Demi'l 

19 

5 

26.31 

IS 

Gondali 

20 

9 

45 

16 

Chhapariwadi 11 

.3 

1 

33.33 

17 

Phophal 

K 

3 

37.50 

18 

Bhadar 

17 

3 

17 64 

19 

Moj 

20 

5 

25 

20 

Ghee 

17 

4 

23.52 

21 

Puna 

19 

2 

22.28 

22 

Sasoi 

15 

2 

13.33 

23 

Sapda 

IS 

4 

26.66 

24 

Vartu 

16 

1 

6.0 

25 

Fulzarc (1) 

21 

4 

13.04 


Sourer. Y K Alagh et al, Planning for Prosperiiy, Gandhinagar. SSNL, 1985. 


mt Fbst nitry LeetiiH^ 1997). In fiMt 
fonwing this aiRuiiiciit Oujaiat has lednc- 
ed the ‘tdiabUhy’ tcqiNiemaits for irr^- 
tion projects in (lrou|ht*prone areas to 50 
per cent. tWe measure the available water (ir¬ 
rigation potential) with these definitions, if 
reliability requirements are higher, or 
delivery efficiencies lower, the estimated 
potential would fall more: 


Table 4: Regressed Average Rainfall 
Figures 


(1) YSO » 200.46 - 27.23 log (AVER) 

(1.434) (-1.220) 

>= 0.0662 
F » 1.488 

(2) log(450) ° 10.78 - 1.19 log (AVER) 

(1.884) (-1.307) 

R? = 0.07rt 
F - 1.709 

YSO ■= cent of yean in which dam fiUs 
up to so per cent 

AVER s Rainfall in mm in average. 

Biackeied figum denote the t values. 


Table S: Average Rainfall Figures 


Class-Interval 

Average Rainfall 

No of Scheme 
Covered (Nos) 

Below 47S mm 

4 

47S mm - S7S mm 

14 

575 mm - 675 mm 

4 

Above-67S mm 

1 

Touil 

23 


Table 3: Annual Rainfall Data 


Sr 

No 

Name of Scheme 

Average 

Rainfall 

(mm) 

Standard 
Deviation 
in the Rain¬ 
fall (SD) 

Variation 
of the Rain¬ 
fall (CV) 

1 

Sbetninji 

477.23 

195.57 

40.98 

2 

Rangola 

514.70 

226.37 

43.98 

3 

Bhimdad 

522.40 

287.23 

54.98 

4 

Goma 

562.40 

199.27 

35.43 

5 

Ghelo (S) 

521.82 

273.82 

52.47 

6 

Ghelo (1) 

525.71 

261.61 

49.76 

7 

SurRjwadi 

627.85 

326.63 

52.02 

8 

Limbdi Bhogavo 

472.20 

181.12 

38.36 

9 

Bhogavo (11) 

445.50 

152.89 

34.52 

10 

Brahmni 

529.38 

270.63 

51.12 

II 

Machhu-I 

485.80 

176.95 

36.42 

12 

Machhu-ll 

485.80 

176.95 

36.42 

13 

Dcmi-I 

512.80 

289.46 

56.45 

14 

Gondali 

486.70 

242.57 

49.84 

IS 

Phophal 

523.85 

272.27 

51.98 

16 

Bhadan 

539.70 

241.13 

44.68 

17 

Moj 

724.40 

592.49 

81.79 

18 

Ghee 

480.88 

284.12 

59.08 

19 

Puna 

599.67 

288.70 

48.14 

20 

Sasoi 

599.67 

288.70 

48.14 

21 

Sapda 

450.81 

298.22 

66.15 

22 

Vbrtu 

583.60 

393.53 

67.43 

23 

Fulzarc (1) 

472.99 

227.63 

48.13 


Sourer. Meteorological Statistics. 


Table 6: Different Rkiression Equation 
Models 


(1) 

YSO 

= 

44.90 - 

0.06SD 

R* - 0,17 




(S.905)** 

(-2.072)* 

F-Ratio « 4.293 

(2) 

YSO 

-■ 

54,70 - 
(5.121)** 

0.50CV 

(-2.375)* 

R* - 0.21 

F ■ Ratio 5.642* 

(3) 

YSO 


138.31 - 

(3.074)*» 

19.54 log (SD) 
(-2.411)* 

RJ = 0.22 

F - Ratio » 5.815* 

(4) 

YSO 

- 

135.91 - 

(3.264)** 

2726 log (CV) 
(-2.549)** 

R2 0J4 

F - 6.50* 

(5) 

Log (YSO) 

=: 

7.60 - 
(4.072)** 

0.78 log (SD) 
(-2.309)* 

R2 » 0.20 

F • Ratio « 5.33* 

(6) 

Log (YSO) 

s 

7.38 - 
(4.234)** 

1.05 log (CV) 
(-2.35)* 

R2 > 0.21 

F - RaUo » 5.51* 

(7) 

Log (YSO) 

as 

3.89 - 
(12.3.<)** 

0.002 SD 
( 1.983)* 

R7 > 0.16 

F - Ratio > 3.93 

(8) 

Log (YSO) 


4J6 - 
(9.57)** 

0.02CV 

(-2.217)* 

R2 « 0.t9 

F « 4.92* 


Nolr. Biacketed figures denote i-values. 

* Denotes 5 per cent significBm. 

•• Denotes I per cent significant. 

SD « Standard deviation of lainfaU. 

CV « Coefficient of variation of rainfall. 
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THf MODtl 


Use oe Modi i 


for ihis study wc have chosen reservoirs 
of 25 dams in Saurashtra region I he walei 
storage performance is shown (labic 2) in 
terms of per cent of years in w Inch the dam 
IS tilling up 

In order to establish iht rdaiionship bet 
ween reservoirs filling and rainfall annual 
rainfall data has been colics(td at latuka 
level, in which the respcciivt fl^tlvol(^ an 
located loiihi Iasi ten vtars Iibic f shows 
average and vaiiation lainf ill toi all lit 
dams under study 

At the very outset two of the dani‘ an 
omitted from the study, namely Bhogaso (l> 
which lies in Bhal ."irea and is below s< a lest I 
and t hhapanwadi II lor uiidcciuau clan 
fht Bhogavo darn is cliniinaltd tn’causc ii 
falls in a diainagc area in tfa Bhal dcpics 
Sion in which water would lOIIcci lioni dit 
tcrent areas lot ( hhapinwadi II we could 
get insufliueiu (only thne) obsery Jtioiis 
Thus these lyvc an clinnnatcc' 'lom ih« 
analysis 

We haye tried li In ‘eiiral ngics'ion 
models with pti cent of vtars with l*ss thin 
50 per vcni fillings as dtpendt ni variable 
and rainfall paian,ciii> as iiide|K iidcni 
variables When regressed on just astrage 
rainfall fii'ing was scry pooi (fable tl 
because ol the very narrow range oi the 
average rainlall liguris „s shown in fable S 
with most schemes in 'h,. range 4’S tei 
57 5 tins 

Thus the mtydels tiled one with the varia 
bles on lainfiil va.iation as indepeiideiii 
variables Also we have estimated models 
with transloimatioii of sai tables such as 
scmilcig arid double log We estimated the 
diflerent regression eguaiion shown in 
fable 6 

Amesng abvTve all ditfereiit regicssion 
ecjuaiion models, the louith regression equa 
lion model explains well the inverse relation 
between coefftaeni tn variation md number 
ol years required to fill the c'am 

Y50 115 91-2/?<. log (( Vj 

(1264f'*( 2 549)** 

024 

f Ratio 6i50‘ 

I laslicilv of the abovt regicssion model 
at means of variables is N 0912 Thus 
elasticity is not significantly diflerent from 
unity 

1 he inteipretation of this regression equa 
lion IS as follows If the coefficient of vana 
tioii goes up by say tO per cent, then the 
number of years in which a dam Hits up falls 
by 9 1 per cent 

Equation (6) gives us dues tly an estimate 
of the elasticity of the number ol years in 
which a dam fills up to 50 per cent, with 
respect to the coeffinent of va nation of rain 
fall at 105 or again not signifuantly dif 
ferenl from unity 1 hus the ^ urve would be 
the famous rectangular hyperbola with the 
property that the area under ii would be a 
constant 


The coefiKirnt ol variatuin of lainlill in 
Ciiijarai lalukascan be bOpei cciil oi highet 
and if II I 40 pci ( ml on at asciagc ilii 
would gisc SCI y low liguits ol icliabiliiy o' 
irrigalion in Ills Icirctast ycai Howeyci Ui 
us take ligures foi scry I ivouiabic condilionv 
trom south (lUiaiji In Mandxi ulul i 
f \ 18 95 (clcisc lo 40 (n ceiH) and ii 

Vansdo taluka it is '*2 91 "lugging 'nest 
vjlms III the semil >g c(|uaticin cstiitialcd 
above we gel the nunifiti ol vtars in win ' 
a dam would till up in Vansilo taluk i i 
59 74 Ol SIS 60 p«i ecu' I his then mt n 
dial design itiiguoon will be asailibU iii i 
lillli U than tw thuds ol 'hi sc ii 
However in Maids iiluVi a dam would 
III! U|i to 0 per ttm in 16 09 vtais i 
rchabihty will be Host ' i a thud tfbsioii 
ly thc'< ligurt s wcnild ii piv onlv to dio i 
dams which art no* i< jh ndtnl on jii ii niii ii 
rise IS with large flow 

It IS obvious that iiri| iiion jioieni il m 
(lUiarat apai' iroiii that in dams led iiom 
perennial rivers life Nirniada vull h >\i i 
lx scnonsly down laled Since suilaee iiiij i 
lion enters the calculation ol ground * itei 
I sen those talc ulalions would lu il lo In n. 
esamined II t' evtnniiK uiihtily din in 
eluding Narmada (iui ii s nil), in n 
pole dial will e [OS 4(){x:i centto'(i|t( t enl 
ol Its eiopped an a 

It may be noted ihir this papei is also i 
powerful argument foi inter ba>in liai'iei 
of water or regional gnds 1 hr case for SSI’ 
IS strong 



The Historic lUrning-Point 
A Liberation Anthoiogy 

(in 2 volun e') 

This Anthology r't'sents a selertion cf writings frrxn (> i wtu h ne i 
liorn Novemher 1967 to early 19/2 libentio'i v.as ttx mi r il >ionri uf the ' I 
Itidia CoordinatKin Committee of Comiriunist (revolution ines and tlien cit t e 
CPlfML) Almost all AICCtR anti CPl(ML) document I Ttxid'aiitresigvs'so'stiug 
gles and ottici important wntirigs have been repfcxJiice i in ttiis /tridml r’y i 
ato inr hides »onie documents and other writings not fiub' .hep taef >re 
Rich in source material cm the history of a stormy pericxJ Cdited tjy Sutut kuniiri 
Ghosh with a group of Assoc late tditors 

Each voluinc R«. 300/ (HB)/Ri 100/- (ft) 

India and the Raj 1919:1947 
Glory, Shame and Bondage 

Vol I 

juniti Kumar Ghosh s remarkable wotit corijtitutes a seiOsian m < hallenge to'(i 
reigning Softools of 20th century hist sty ssritiric) evi India Thf Um o‘ i<t 
11 Feb 1990 

To refute the ba'ie premises of con/enrional tistorirwrirtht tt i txxyk rein iisniy 
on primary snun es 

Rv *00/ (HByRs. 10/ (PB) 

tn<tuiries may be addressed to A Caio'h 10 R laRyjgrshna'tt flat & (alcult 6 
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BANQUE NATIONALE DE PARIS 

(incorporated in Prance with Limited LiabiUty) 

INDIAN BRANCHES 


(In thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH 31. 1993 



NOTES 

L 

1992 

CAPITAL ANU 
UABILITTES 

Capital 

2 

i 

1 

10,000 

1 

10,000 

Reserves and surplus 

3 

657,721 

165,865 

Deposits 

4 

2,857,615 

2.530,524 

Borrowings 

Other liabilities and 

S 

1,883,387 

182,951 

provisions 

6 

221,255 

387.021 



5,629,978 

3,276,361 

ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks 

7 

1,173,661 

467303 

and money at call and 
short notice 

8 

14,791 

37,719 

Investments 

1(c) & 9 1 

1,025,637 

872,713 

Advances 

1(d) & 10 

2,712,954 

1.599388 

Fixed assets 

1(e) & 11 

402^72 

31,125 

Other assets 

12 

300,663 

267,913 



5,629,978 

3,276,361 

Contingent lihbilities 

n 

10,765,986 

1 8,423,759 

Bills for collection 


630,377 

484,338 


The accompanying notes are an integral part of this statement. 


Arthur Andersen St Associates 
Chartered Accountants 

Sd/- 

Vijay Sahni 
Partner 

Bombay 
June 17. 1993 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1993 


NOTES 1 

! 1993 

1992 

INCOME 




Interest earned 

14 

717,696 

491,615 

Other income 

15 

[ 134,521 

99346 



852317 

590,861 

EXPENDITURE 




Interest expended 

16 

352,533 

266,708 

Operating expenses 

17 

189,802 

147,889 

Provisions and 




contingencia 


191,395 

82,629 



733.730 

497326 

PROFIT 


1 

j 


Net profit for the year 

Kg) 

118,487 1 

93,635 

Profit brought forward 

i 

85,447 

86,458 


1 

1 

203,934 

180,093 

APPROPRIATIONS 




Dansfer to statutoiy 




reserve 


23,697 

18,727 

Thuufer to lemittable suiplus 



retained account 


134,842 

44,600 

Remitted to head office 



31319 

Balance carried forward 


45,395 

85,447 



1 

203,934 

180J)93 


The accompanying notes are an integral part of this statement. 


Banque Nationale de Paris 
SdA 

J C llemota 
Chief Executive and 
Country Manager 
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BANQUE NATIONALS DE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


NtTTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1993 
(In thousand!! of Indian Rupees) 


I. Sumnury of Significant Accounting PoUcicK 

[a) General 

The aocompanying financial statements are prepared under 
the historical cost convention (as modined by note 1(e) 
below) and conform to statutory provisions and practices 
prevailing within the banking industry in the country. 

[b) Ihuisactions involving foreign exchange 

(i) Monetary assets and liabilities are translated at the 
escchange rates notified by the Forngn Exchange 
Dealers’ Association of India at the close of the year. 

(ii) Income and expenditure items are translated at the 
exchange rates prevailing on the date of the transaction. 

(iii) Profit or loss on outstanding forward contracts is 
accounted on an accrual basis. 

[c) Investments 

(i) Investments in Government and other approved 
securities and bonds intended to be held to maturity, 
are valued at the lower of cost or redemption price. 
Cost is adjusted for the discount accrued or the 
premium amortised over the period to redemption. 

(ii) All other investments arc valued at the lower of cost 
or market value. In the absence of market quotations, 
investments continue to be recorded at book value 

4) Advances 

Provisions for doubtful advances are made based on 
periodic appraisals by management of the portfolio which 
are to the satisfaction of the auditors. Advances in the 
balance sheet are stated after deduction of provisions. 

e) Fixed assets and depreciation 

(i) Fixed assets are stated at cost less depreciation, ex¬ 
cept premises which are revalued and stated at market 
values generally determined by a Goveriunent 
regist e re d valuer. The surplus arising on revaluation 
is credited to a Revaluation Reserve. 

Oi) Depreciation is provided on all assets other than 
residential premises on the diminishing balance 
method at the following rates per annum; 

Premises 10^ 

Other assets 10^ - 

Depredation on additions made upto September 30 is pro- 
vidni for the full year, while depredation on additions after 
September 30 is provided for half the year. 

0 Staff benents 

The Indian Branches have created separate recognised funds 
for pension and gratuity benefits to empicvees. Provision 
for pension and gratuity benefits to employees are made 
on an accrual basts based on actuarial valuation. 

g) Net profit 

The net profit disdosed in the profit and loss account is 
after 

(i) Provision for taxes on income in accordance with 
statutory requirements 

(ii) Provision for doubtfiii advances 

(iii) Adjustments to the value of current investments. 



1993 

1992 

2. Capital 



Capital 

10,000 

10,000 

Deposit kept with the 

Reserve Bank of India 
under Section 11(2) of 
the Banking Regula¬ 
tion Act, 1949 

52,000 

32,000 

3. Reaerves and 



Surplus 

Statutory reserve 

Opening balance 

3S,8I8 

17,091 

Additions during the year 

23.697 

18,727 

Closing balance 

59,515 

35,818 

Remittable surplus 
retained account 

Opening balance 

44,600 


Additions during the year 

134,842 

44.600 

Closing balance 

179,442 

44.600 

Revaluation reserve 

Opening balance 



Additions during the year 

373,369 

- 

Closing balance 

373,369 

- 

Balance in profit and 
loss account 

45.395 

85.447 


657.721 

165,865 

4. Deposits 

In India 

Demand deposits 

From banks 

2,306 

4367 

From others 

919312 

694323 

Savings bank deposits 

126,537 

154,304 

term dq>osits 

From other than banks 

1,809,460 

1,676,730 


2,857,615 

2,530,524 

S. Borrowinga 

In India 

Reserve Bank of India 

524308 


From banks 

300387 

115,198 

From institutions 
and agencies 

896,782 

53372 

Outside India 

162,010 

14,481 


1383387 

182,951 

Secured borrowings 



included above 

— 

3372 











BANQUE NATIONALE OE PARIS 

(Incorporated in Prance with Limited Liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1993 
(In thousands of Indian Rupees) 



1993 

1992 1 


1993 

1992 

S. Ollier Liabilitie* 


gumn 

(b) Secured by Ungible assets 

1.066,012 

431,059 

■nd Proviaiou 



Covered by bank/ 



Bills payable 

50,271 


Government guarantees 

301.(M5 

1345,857 

341,187 

827342 

Inter-office adjustments (net) 

71,979 





Intocst accrued 

70.040 



2.712.954 

1399388 

Others (including provisions) 

28,965 


(c) Advances in India 




221,255 

387,021 

Priority sectors 

159,385 





Public sector 

■“ 





Banks 

915 

718 

7. Cash and Balances with 



I Others 

2.552,654 

1,480,660 

Reserve Bank of India 




2,712,954 

1399388 

Cash in hand (including 






foreign currency notes) 

3,955 

7,281 

11. Fixed Assets 



Balances with Reserve 



Prcmi.ses 



Bank of India 



At book value; 



In current account 

1,169,706 

460,022 

Beginning of year 


7,171 


1 


Additions during the year 




1,173,661 

467,303 

Revaluation during the year 


— 



, . , 

Deductions during the year 



8. BttLuices with 


i 1 

380390 

7,171 

Banks and Money at 



Less: Depreciation to date 

(1.486) 

(1,429) 

Call and Short Notice 


I 



5.742 

In India 


1 

Other fixed assets (including 



Balances with banks 



furniture and Fixtures) 



In currem accounts 

4,734 

3,725 

At book value; 



Outnde India 

i 


Beginning of year 

53326 

36.041 

In current accounts 

10,057 

33,994 

Additions during the year ; 

4387 

18.311 




Deductions during the year 

(1.638) 



14.791 

37.719 

56,475 

53326 


-- 

i -- 

Less: Depreciation to date 


(28.143) 

9. Investments 




23368 

25383 

In India 



Net book value 

402372 

31.125 

Government securities 

968,526 

845,396 

Premises have been revalued at 



Otlmr approved securities 

24,970 

25,176 

March 31, 1993 and the surplus arisingj 



Shares 

2,040 

2,040 

on {evaluation has been credited 



Debentures and bonds 

101 

lot 

to a Revaluation Reserve. 



Commercial papers 

30,000 

- 





— 

— 

12. Other Assets 




1,025,637 

872.713 

Interest accrued 

78,677 

23,452 


— 

--- 

'Ox paid in advance/tav 






deducted at source, net 

63,436 

62,143 

10. Advances 



Stationery and stamps 

491 

90 

(a) Bills purchased and 



Others 



discounted 

1,240,097 

1,087,007 

Advances to employees 

59,555 

49340 

Cash credits, overdrafts and 



Prepaid expenses 

18.853 

27,435 

loans repayable on demand 

1,470.973 

491,456 

Dei^its 

38,644 

41,820 

Rrm loans 

1,884 

21,125 

Others 

41,007 

63.433 


2,712.954 

1,599,588 


300363 

267313 

— 

--- 

— 

-.--- 
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BANQUE NATIONALS DE PARIS 

(Incoroorated in Prance with Limited liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1991 
(In thousands of Indian Rupees) 



1993 

1992 


1993 

1992 

13 Contiaaeal 



16 Intereat Expended 



Liabilities 





Claims against the bank 



Interest on deposits 

162,901 

106,258 

not acknowledged as debts 

33.412 

31,412 

interest on Resc'vi 



Ijabibty on account of 



Bank of India 



outstanding forward 



inter bank 



ewJunge contracts 

6,602,049 

3,303 139 

borrowings 

50,380 

40,879 

Guarantees given on behalf 



Others 

139,030 

119,571 

of constituents 




In India 

Acceptances, endorsements 
and othei abbgauons 

2,139,101 

2.47-> 372 


352,533 

266,708 

917,913 

1,480,039 

17 Operating Expenaes 



Other Items for which 

the bank is contingently 



Ksyments to uid provisions 



liable 

1,031,509 

1,134,737 

tor employees 

48.116 

48,997 


10,765,986 

8.423.739 

Rent, taxes and lighting 

9,863 

6,795 

14 Interest Earned 



Pnnting and stationery 

5,948 

6,493 

interest/diicount on 



Advertisement and 



advances/bdls 

568,130 

317 947 

publiaty 

1,287 

1,094 

Income on investments 

Interest on balances 

98,036 

34J244 

Depreaation on banks 



with Reserve Bank of India 



property 

6,138 

4,964 

and othri mter-bank funds 

Others 

49,285 

2,225 

95,169 

4^53 

Directors’ fees, allowances 
and expenses 

11 

17 


717,696 

491,615 

Auditors’ fees and 







IS Other laeome 



expenses 

823 

591 

Commission, eschange and 



Imw charges 

774 

1,194 

brokerage 

Profit on sale of investments 

41.751 

7,210 

31 76< 
46,837 

Pottage, telegrams. 



Less Loss on sale 

telephones, etc 

3,389 

4,712 

of investments 

Profit on revaluation 

(16) 

(36,874) 

Repairs and maintenance 

14,027 

26,820 

of investments 

Less lx>ss on revaluation 

639 

31118 

Instiranctf 

1,660 

1,191 

of investments 

(411) 

(23.666) 

Cost of voluntary 



Profit on sale of land. 



retirement scheme 

71,128 

21,508 

buddings and other assets 

Less Lost on sale 

4,949 

69 

Head office charges 

9,763 

7.032 

of land, buildings and 
other assets 

(288) 

(26) 

OthCT orpendrture 

16A73 

16,481 

Profit on exchange 


189,802 

147389 

transactions 

Less Loss on exchange 

100,695 

46,499 


..... _ _ 




transacuons 

(25,191) 

(3.503) 

18 Prior Year Companuives 



MisceUaneous mcome 

5,18* 

7,02/ 

Prior year amounu have been reclassilied wherever 



134,321 

99046 

necessary to vxmform to the current year’s 



^ —- 

- - 

presentation 



-- 

- — 

_J 

-—_- — - 

_- 

- — J| 
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BANQUE NATIONALS OE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report on the Financial Statements under Section 30 of the 
Banking Regulation Act, 1949 


We have examined the balance sheet of the Indian Blanches of Banque Nationalr dc Paris (incor¬ 
porated in Prance with limited liability) as at March 31,1993 and the related profit and loss account 
for the year then ended. Our examination was made in accordance with gent^ly accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. We have also obtained all the informa¬ 
tion and explanations which, to the best of our knowledge and belief, were necessary for the pur¬ 
poses of our examination and have found them to be satisfactory. 


In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, and the provi¬ 
sions of sub-sections (1), (2) and (3) of Section 211 and sub-section (3) of Seaion 227 of the Com¬ 
panies Act, 1936, the finarKial statements are not requited to be, and are not, drawn up in accordance 
with Schedule VI to the Companies Act. 1936. The financial statements ate, therefore, drawn up in 
conformity with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949. 


In our opinion, the accompanying financial statements give a true and fair view of the state of affairs 
of the Indian Branches of Banque Nationale de Paris as at March 31, 1993 and of its proHt for the 
year then ended. 


Furthermore, in our opinion, 

(a) the transactions of the Indian Branches which have come to our notice have been within the powers 
of the Indian Branches of Banque Nationale de Paris; 

(b) the bailee sheet and the profit and loss account arc in agreement with the books of account, 
and give the information required by the Companies Act, 1936 in the manner so required for 
banking companies; and 

(c) the Indian Branches have maintained proper books of account as required by law insofar as appears 
from our examination of those books. 


Arth ur Andersen & Associates 
Chartered Accountants 
Sd/- 
Vijay Sahni 
Partner 


Bombay 
June 17. 1993 
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In Search ot lanks: Some Hidden Facts 

S Janakarajan 

Physical and technical factors have received a great deal of attention in discussions of the decline of tank irrigation, 
while institutional factors which have a direct hearing on the functioning oj tank irrigation have been relatively 
neglected. This is unfortunate especially since technical and institutional Jactors do nut operate in isolation hut 
often interact. This paper attempts to e.xamine the characteristic'- and Junciioning of traditional irrigation institutions 
as they exist today and probe the factors underlying the disintegration oj these institutions. 


I 

IntnKiurlion 

IN ihe development and eonstrnciion of 
an irrigation system, questions of engi¬ 
neering and hydrological interest arc as 
relevant as theagro-climatic and economic 
aspects of the problem F:quallv impor- 
ant, but largely neglected, arc issues per 
raining to the characteristics of water users 
and their interaction with water 
[Chambers W?; Vaidyanathan I9K‘5 and 
Coward I98()aj. The technology of water 
use for agncultuie has developed over a 
period of several centuries, and its history 
has run parallel with the pattern of human 
settlements and village societies [Steward 
1955], Therefore the success or lailure of 
an irrigation system depends to a great ex¬ 
tent on the active participation of an in 
dividual beneficiary in association with 
the community at large. The scope of this 
paper is unambiguously limited. It tries 
to e.\amme the way social relations arc 
shaped by one specific regime of a tradi¬ 
tional, community-maintained irrigation 
system, namely, tanks. 

It IS needless to emphasise the signi¬ 
ficance of tank irrigation as this has been 
one of the most important sources of ir¬ 
rigation, from ancient times, in .several 
parts of India and, in particular, Tamil 
Nadu It is quite impressive to note that 
there are reported to be about 39,000 
tanks in Tamil Nadu as per the original 
records. However, the official statistics on 
the area irrigated by tanks shows that 
there has been a steady decline in this area 
over a perirxl of time The decline is in fact 
very sharp in districts like North Arcot, 
South Arcot and Chengalpattu, where 
mure than one-haif of the net inigated 
area was under tanks during the early 
1950s [Janakarajan 1986j 

The deterioration of the tank irrigation 
system has been a subject of considerable 
discussion, at least since the middle of the 
19th century. The Report ol the Public 
Wrbrks Commission of 1852 staled that 
there was nor much of voluntary commu¬ 
nity labour involved in tank maintenaocc, 
and it reported that in all districts labour 
was more or less forced [Sarada Raju 
1942). In fact an act was passed, namely, 
the Madras Compulsory Labour Act 


(1858) (or whai was known as ihc 
■kudimaiamalh” A\.i;, with a view to 
legalising compulsoiy labour for certain 
aspects ol maintenance, and also to pena 
li.se the non-pertormaiicc of kudimaia- 
riiaih labour The acl stated; 

Whcievei by local custom any work loi 
the purpose ol iirigation or drainage ot 
connected hcrc\>.ith. is usually executed by 
the lornt labour ol a village commuiutv, 
any person bound by such custom to con 
tribute labour to such work, who neglects 
or refuses witiioul icasonabic cause to 
comply with a requisition lor such tus 
lomaty aid made lo luiii by the head of 
the village under the orders o( the tahsil 
d.i: or other surK-iioi rcvcniX'officer, shall 
be liable to pay a sum equal or twice il>e 
value ot the labour which he is bound lo 
coninbule ‘ 

T he entire adminisliaiioii of the acl ot 
levying and collection of lines was left to 
the inigatioii pauchavats. However, this 
act was not comprehensive enough to 
bring about any radical changes in kiirii- 
maramath system Moieovet, the very 
essence ol the principles underlying the 
kudimarainath system, vi/, the involve¬ 
ment of voluntarv labour of water users 
in maintenance work, was lost in the act 
as it only served to cniphiiMse the forced 
labour of thccommunuy. Therefore, fresli 
legislations were recommended by the 
l-aminc Comnussioi; of 1878 and the Irn 
gation Commission ol 1901-1903 [Baliga 
I960]. 

The Famine C oinniission in particular 
brought to light quite lorcelully the 
deteriorating conditions ot tarik.s, and ad¬ 
vocated a .systematic pobey of main 
tcnance. One of the most important 
recanimendations ol the commission was 
Ihe creation of tank lesioratwn parties. As 
a result, tank restoration scheme was com¬ 
menced in 1883 first in Madurai district 
and then was extended to other parts. As 
a part ot the scheme, detailed surveys were 
made and deiiulcd memoirs were prepared 
to each oneot the tanks. It also prepared 
detailed financial estimates to carry out 
maintenance work 

The Irrigation Commission strongly 
recommended the scheme proposed by Ihe 
lank restoration parlies and repairs sug 
gesicd by them were executed in most 
ca.ses. Ill addition, the commission recom¬ 


mended that It kudimaiamalh system 
could not heenlorced without the aid of 
legislation lhai it suggested an alternative; 
that IS to impose an iirigaiion cess on the 
land irrigated bv lanks and the administ- 
lation of the cess be leti completely to 
iriigaiioti panchayais. Subsequently, 
through a senes ol litigation bills of 1901, 
1922, 1924, 1928 and 1934.36 it was al- 
lempicxl but they only piovtxl lo be a tulilc 
cxeicise [Ualiga 19fi0; Sarada Raju 1941 
and Kiishnaswaiiii 1947]. 

1 he entile di.scussion on Ihe tank main¬ 
tenance Ol kudimuramath and ihe need 
for legislaiive measures gamed a great deal 
of sigiiilicance mainly due to the deterio¬ 
rating c'ondiiioris of tanks and their 
associated strucluie. It was very much 
rellfcicd in the neglected coridiii.ins of the 
supply channel and heavy silt accumula¬ 
tion in the tank bed.' 

f )ne of the main reasons atiiibuled for 
the neglected conditior. ol the supply 
channel was the extensive cultivation in 
the caichmcnt area where, one found 
originally only junglec and hard soil. With 
the result of defoicstation and encroach¬ 
ment of caichmenl area foi cultivation, 
ram walci lulling in the catchment area 
iievei reached the tanks fKrishnaswami 
I947|. The sill accumulation in the lank 
beds was again a serious subjeci of discus¬ 
sion lor a long time. As early as 1878, the 
Famine C 'oriimission made several remarks 
on the sciiousncss ol the problem, 
Krishiiaswami rightly points out the fact, 
“if the comriiission ot 1878 noticed (hat 
the beds ol tanks were getting silted up, 
then It was not nccc.ssary lo emphasise 
that since then there must have been 
silling up at an alarming rate”.'" Col HIILs 
emphasises the lact that no effective 
remedy has lx;en discovered to overcome 
I his chronic problem.' Ihcrcfore, it is not 
as though the deterioration of tank irriga¬ 
tion is a new phenomenon and thal it at- 
nacts considerable attention of the pre¬ 
sent day government The goveinrneni 
today IS only trying to pursue the same 
old discussion but to what effect is not 
really clear What is more important, 
iiowever, is lo go into the examination of 
main factors that have contributed for the 
deterioration ot tank inigaiion system 
before making any systematic attempts on 
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restoring them by legal or any other means 
such a.s increased government expenditure. 

The decline of lank irrigation could be 
lot several rcasoiis Heavy sill acciimula 
tion in lank bed and m inlet channel; Ire- 
queni occurreiuc of droughis and inude- 
quate and itregulai supply to tanks; en- 
croachinenls in the catclimeni area, iniei 
channel and laiik bed, poor and damaged 
conditions ol legulalsiry siiiiciurcs .such 
as sluKcs and suipliis sseiis; ersisioii of 
lank bunds, inadequacv of funds lor 
maintenance work and so on All these are 
titilv a sei ol physical laciors whieti might 
have contributed to the deterioration of 
tank iirigaiioii 

I here IS also anoihei set ol importani 
faciois which ctiuld be broadly called ‘in 
stiliuionar and wtncli base direct bearing 
on the lunctioning of lank iriig,ition. 
Some ol the imprntani institutional lac 
tors are changes in the land ow net ship 
paiien. m terms of caste and class; 
changes in lire mode ol cultivation, 
development ol productive loiecs ami in 
l>artieiilar, liie development oi ground 
w'aier irrigatnon. disiriiegiaiiori ol ttadi- 
lional village ics'cl institutions and so on 

While discussion at a great length takes 
place on the physical and technical fac¬ 
tors, the discussion on institutional fac' 
tors are either sketchy oi nil. This subject 
gams significance mainly because these 
technical and institutional laciots do not 
act in isulatioii. tliey are so complex and 
often interact. In ihis context, this paper 
makes a modest attempt to examine the 
charactciistics and functioning of tradi¬ 
tional iiTigaiion insiiiutions as they exist 
today and to probe into the faclois 
underlying the disintegration ol such 
institutions 

Seelion !l discusses the data sounc 
used and provides a broad outline ol the 
Palai anieut .system; Seciioii III claiifies 
the concept of traditional irrigation in¬ 
stitution and its siiuctiire; Seclurn IV is 
devoted to highlight the varying degrees 
of functioning of inigation iiistitiiiions in 
the selected tank irrigated areas; Section 
V discusses factors underlying vaiying 
degrees of functioning ol iirigaiion in¬ 
stil utions and in the final section an at¬ 
tempt has becin made lo discuss the com¬ 
plex interaction ol physical and insiilu- 
tional factors. 

This note is ba.sed u[Hin a field survey 
carried out in the selected lank irrigated 
areas led by an age old system called Palar 
anicul system (PAS).''. This sysieir sup¬ 
plies water to 317 tanks irrigating an 
ayacut of about 80,000 acres in North 
Arcut and parts of Chcngalpatiu districts 
of Tamil Nadu through four major chan 
iicis. Some tanks get supplies directly from 
the main/branch channels but a large 
number of them get supplies from the 
surplus Hows of upstream tanks. The 


supply of water from the anicul is ir¬ 
regular, inadequate and highly variable 
f-or instance, the average volume of water 
drawn per annum through four major 
channels during the period 1%4-I980 has 
been estimated at 4,2.SO mi ft, which is 
about 46 pel cent ol ilie total storage 
capacity of all the laiiks supposed to be 
receiving supplies from the anicul. As a 
matter of fact, even this much ol supply 
drawn from the anicul cannot leach tfic 
tanks, lor if allowances are made foi 
seepage and evaporation losses, only a 
smaller quantum of water would reach 
tanks. Moreover, the supply from the 
ruiiciit IS governed by no fixed schedules. 
It vaiics a great deal insolai as the date 
of opening the channels, duration ol 
supply, quantum supplied, etc, aie 
coiieerned 

lor inn detailed suivey, 1.^ tanks have 
been selected somewhat [lurposively to 
cover vaiious reaches across inain-'bianch 
channels .is well as lo capture various 
eharacierisiics of lanks such as si/c, 
sources s't supply, nuinbei ol villages led 
and so on T he field suivey was cut lied 
out at dilleieni phases during 1986-81 

II 

Traditional Irrifratioii Institutions 

the Tils aic eharacicriscd by several 
social arrangements and lesponsibihties 
basically with a view lo serve the members 
ol a village society. The social respon¬ 
sibilities of I'lls are to evolve and to adopt 
a common code for maintenance, water 
sharing and resolving conflicts Theretorc, 
the T tls may be referred to the evolution 
of principles lor collective action of u.scis, 
foi a broad spectrum of social responsi¬ 
bilities such as system maintenance, water 
sharing and conllicl resolution." 

However, the functioning of Tils are 
fsasically a renectiun ot fundamental 
socioeconomic structure ol a village 
sociciv t he most crucial asjieci that has 
direct bearing on the funeuuning of Til 
IS the nature ol control over productive 
resources like land and water in the pre¬ 
sent context 3 here are also several other 
physical factors such as si/e and location 
ot tanks, sources of supply to tanks, 
availabiiity of ftee catchment area and so 
on. Most ol these physical factors do not 
w'oik in isolation and there exists a com¬ 
plex inteiaciion among them.'' 

Bclorc examining the factors underlying 
varying degrees of functioning of Tils, it 
will be useful to discuss its major func¬ 
tions. Originally, as we have discussed in 
the iniroductory section, the Tils controll 
ed practically all activities relating to 
tanks I or instance, they assumed respon¬ 
sibilities for the maintenance of supply 
channel (inlet channel), desilting tank bed 
and strengthening the tank bunds, main¬ 


taining the regulatory structures such as 
sluices and surplus arrangements, main¬ 
tenance of channels in the command area 
of a tank, regulating water supply, resolv¬ 
ing disputes that arise in the process and 
so on. However, in the long run some of 
the key functions such as the maintenance 
of supply channel and desilting of tank 
beds were neglected by the traditional 
village systems. Thus, at present, in most 
of the tanks water u.sers take only limited 
responsibilities that too not regularly. 

I he organisational structure in a village 
society, for carrying out the responsi¬ 
bilities of a Til, upeiaies at two levels; 
One IS at a more super visoiy level as an 
cnfoicing authority and the other is more 
ol a menial nature involving hard labour. 
The first type is called ‘natiamaikar’ (a 
group of persons, almost representing the 
entire village) or ‘kavaimaniyam’ (general¬ 
ly one person). While the latter is a more 
specific irrigation lunclionary, concerned 
with organising maintenance work, etc, the 
formei besides carrying out the tasks of 
Tl I akso have to organise village temple 
festivals and so on. Whcievei, kavaimani- 
yarn exists, the natiamaikar also exists but 
where iiaiiainaikar assumes responsibilities 
of a Til kavaimaniyam does not exist. In 
general, the natiamaikar and kavaimani- 
yarn are from uppci castes who are also 
very often well-to-do farmers. Both these 
are honorary appointments except in one 
tank where the kuvaimaiuyam is ap¬ 
pointed and paid by the PWD (Kaliyur 
lank) The jsosts of kavaimaniyam and 
naitamai used to be hereditary some three 
or four decades ago, but at present in 
most ol the villages the selection is ceas¬ 
ed lo be on hereditary basis. One can at¬ 
tribute several reasons for the breakdown 
of selection of village headmen on herc- 
ditarv basis, but the most important 
reason is the exiensive iransler of land 
from upper ca sic to lower caste people or 
the transfer of power from upper castes 
to lower castes. 

The body of nattamai or kavaimaniyam 
IS assisted by a group of irngation workers 
called ‘neerkaitis* who are selected 
generally from among harijan households 
in rotation. The major responsibilities of 
neerkattis arc lo inspect the inlet channels 
during monsoon months when water 
flows and to bring to the notice ol the nai- 
tamaikar or kavaimaniyam about any 
breaches or illegal tapping of water by 
upstream farmers, to watch the bunds and 
surplus weirs particularly during flood 
situation, to irrigate lands as per the direc 
'.ions of kavaimaniyam or nattamai anc 
to protect the crop from cattle. Tht 
number of neerkattis vary from one ic 
ten, depending upon the size of ayacut 
The neerkattis are paid in kind ever; 
season (only when tank water is used, ful 
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payments aie made as per the convention; 
otherwise they are paid far less than the 
usual payments) by farmers of a concern¬ 
ed ayacut. If the tank water is used the 
payments range from 5 kgs of paddy per 
acre to 15 kgs per acre per season 
(Ihble 2). Generally, wages paid arc not 
per person; whatever quantity is paid on 
the basis of ayacut area cultivated, will be 
pooled together and shared equally 
among the irrigation workers, in some 
villages, neerkattis are assisted by a 
category of workers called ‘thottis’ whose 
responsibilities are to deweed the main/ 
branch distributaries, to protect crops 
from cattle, etc. But they get slightly ie.s.ser 
wage than neerkattis. in our survey of 15 
tanks, in two of them (viz, F^iranthur and 
Kaveripakkam) thottis were existing as a 
category of irrigation workers. Generally 
the payments to irrigation workers were 
paid in paddy stalk. 

The most common method of function¬ 
ing of nattamai or kavaimaniyam is to call 
for a meeting of ‘ayacutdars’ as soon as 
a tank starts receiving supply through its 
feeder channel by having neerkattis an¬ 
nounced the meeting by beat of drum. In 
the meeting it will be decided when to 
start the maintenance work and contribu¬ 
tion of labour by each ayacutdar. Usual¬ 
ly one fierson per acre or in some cases 
one person per ‘kani’ (I kani = 1.32 acres) 
will be the requirement. If a particular, 
ayacutdar fails to contribute his labour 
then he should substitute with a hired 
labourer. If a farmer fails to do both then 
he will be fined. In fact some tanks (e g. 
PuUupakkam tank, Kaliyur tank) the 
kavaimaniyam maintains pucca records on 
the extent of labour involved in main¬ 
tenance work. Extent of labour involved 
very much depends upon the extent of 
maintenance work needed in any given 
year. 

The method of functioning of a Til 
and the organisational structure is 
somewhat different in the case of a large 
tank which is a multi village tank selected 
for the survey (Kaveripakkam lank). The 
Kaveripakkam tank has the storage capa¬ 
city of 1,474 meft with a registered ayacut 
of 6,278 acres providing irrigation to 14 
villages. This tank is at the head of 
Kaveripakkam main channel, the surplus 
from which irrigates an extent of about 
I0,5(X) acres. The surplus channel of this 
tank (the bed width of wliich is 86 feet) 
is occasionally desilted and deweeded by 
the PWD and farmers never indulged in 
the collective effort for maintaining it, for 
it involves a co-ordinated effort of users 
of several villages which is not possible 

For the management and regulation of 
tank water, there is a body called Irriga¬ 
tion Board established in 1924. The board 
is constituted by an elected president. 


secretary and delegltes representing 
various villages/sluices. The election is 
conducted in a more organised way by 
either a revenue divisional officei or a 
tahsildar. Those who pay ihc wet a.s.sess- 
menl of Rs 5 and more are eligible to vote 
First the delegate foi all the 10 sluices 
representing 14 villages will be elected who 
in turn elect the office bearers of ’he 
board, viz, president and secretary 
.Mihough the elections should be held 
once in five years, no elections were held 
after I%9. At present, the same prevident, 
secretary and delegates continue lo serve 
the board (except three delegates who 
pa.s.sed awav during this period). The 
board is assisted by four neerkattis ap¬ 
pointed and paid by the government. The 
responsibilities of these neerkattis are to 
inspect the inlet channel, sluices, surplus 
weirs and bunds of the tank, to prevent 
illegal tapping from inlet channel and 
through the sluices, lo prevent encroach 
rnent tn the tank bed, etc. Till 1980, they 
were selected on hereditary basis from 
among hanjan households but after that 
it became open for everybody. At present, 
of the four neerkattis, three belong to the 
scheduled caste and one belongs to van- 
niar causle and their monthly remuneration 
is about Rs 400. Normally the sluices arc 
opened and closed only by PWD laskars 
(after taking the advice from JE), but JE 
concerned can open or close the sluices 
only with the recommendation of the 
board. 

While the powers of the Irrigation 
Board rests only up to the sluices, the 
body of nattamai, which we discussed 
earlier, takes care of the maintenance of 


maHt distirfbotanes ana iHnacmniKis ana 
water reguiation'balow the sluices. Thus, 
in the bigger and multi village tanks the,i 
institutions function in a much more] 
organised mannei than in smaller an4 
single village tanks."* 

in 

Functioning of Tils 

Functioning ol Tils in the selected' 
tanks can be seen from Table I. The table.; 
shows that the Tils function at varying 
degrees m the seiecied tanks; m some it 
is effective; in some it is less effective and 
in some others it is defunct. Out of 15; 
tanks, the institutions are effective in seven; 
tanks, they ate less cflcctive in two and 
defunct in six. In the seven tanks where; 
the Tils are ef letltvc, one can notice that 
the maintenance work of inlet channel, I 
main disirihutaries and fidd channels is ; 
done somewhat pei lodically in the past - 
five years. Also there exists a well, 
established system of water allocation call* 
ed ‘mural’ but appears to be at present 8- 
mere technique of (scaicity) crisis manage*; 
mcni. Moreover, in five out of seven tanks,; 
where Tils are effective, there exists 
specific irrigation funcitonary, vi*, 
kavaimaniyam. In the case of two tanks 
where it is less effective the maintenance 
work IS not done regularly allcast in the' 
past five years. Moreover, in both these, 
viliage.s, no system of water allocation- 
(tnurai) was foliowed in the past five 
years, in the case of six other tanks, the' 
I lls are defunct and in all of them there' 
was absolutely no maintenance work done 
in (he past five years. In fact, in four of 


1 SHI I 1 VslOINC. DK.KI 1 S Ol t .INI I lONlNO ol Ills 


lankrt liaiiiu-l 


J-'unciloniiig of Tils 
Maintenance of (in the 


l-xisicnce ol Irrigation 
l-unclionaries 


Degree of 
Hfcctiveness 



J’ast .S Years) 

Preva 

Kavai 

Natia- 

Ncet- 

of Tils 


Inlet 

Mam 

f'lctd 

leiK (• of 

main 

rnai 

kani 



C'haimel 

Distri- 

( haniiei 

Mura' 

yam 






huiancs 






i 

1 Kavenpakkani 

X 

0 

0 

X 

X 

* 

• 

Ijcss effective; 

2 Peruvalayani 

• 

« 

* 

• 

X 

• 

* 

1 flective 

3 Agavalani 

• 

0 


* 

* 

• 

0 

l-ffcciive 

4 Thakkolam 

X 

X 

X 

\ 

X 

• 

* 

Defunct 

5 Karivedu 

• 

« 

• 

• 

X 

• 

0 

hfleciive 

6 Pcrumbulipakkam x 

X 

X 

\ 

X 

• 

0 

Defunct 

Pnigainallui 

X 

X 

X 


\ 

X 

0 

!>efunc( 

K '1 hinippukurhi 

X 

X 

X 

X 

X 

• 

0 

Defunct 

V Pudupakkam 

• 

• 


• 

* 

0 

0 

liffecrive 

10 Par-inlhu! 

• 

0 

« 

« 

• 

0 

0 

Effective ] 

II Neervaliir 


0 

« 

K 

X 

* 

0 

Uss effective! 

12 Vclur 

* 

• 

• 

0 

• 

• 

0 

Effective j 

13 Vemhi 

X 

X 

X 

X 

X 

• 

X 

Defunct ' 

14 Siiungailiir 

X 

X 

X 

X 

X 

• 

0 

Defunct ! 

IS Kaliyur 

• 

• 

• 

• 

* 

0 

0 

Effective ' i 


* Refers to niatrilcnarioc work done regularlv in the pa.sl 5 years 
functionaries, 

X Refers to non-existence ot maintenance "ork and irrigation 
Soune: Survey 


and the existence of irrigation 
functionaries. 
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[uice work was reported to be undertaken. 
■’In these villages there is absolutely no 
system of water allocations. Although 
nattamai exist s in these villages, this Ixxly 
only take.s care of temple and village 
'festivals. Quite surprisingly in 14 out ol 
IS iank.s, the irrigation workeis exist and 
receive conventional payments. Howevci, 
the payments made to them vary at ross 
^villages according to the degree ol func 
.lioning of Tils. The payments aic far bel¬ 
ter in the tanks where I lls are effective 
than those where they aa- defunct (lable 2). 
In those tanks where Tils are defunct, ihc 
Aecrkatlis are mote involved in the village 
and temple festivals, beaimg drums diir:ng 
funerals and in some tanks they also pei- 
form some agrtculluial operations such as 
manuring, dewcedmg the field channels, 
bunding, etc. for which tficv gel some ad 
ditional payments In one case (Vnihi 
Iknk), even nceikatlis do not exist, and 
farmers u.sc the tank as ineicls a pcicula 
tion pond It was reported m this village 
that since faiincrs do not make paynienls, 
the neerkaltis rclused to woi k foi the past 
five years. 

On the whole, the avacutdars keep up 
the convention ol niainiaining neerkaltis 
(although most ol oihei iiisiilutional at 
mngements arc delunct) mainly tor village/ 
.temple festivals and toi other incnial work 

Neverthcles.s, in almost all ihe luiiks we 
surveyed it was reported that the Tils were 
in operation belore ihiee oi foui decades 


tion water became a private property— 
the private property for those who have 
access to resources to invest in wells and 
in water extracting mechanism. Thus, 
along with land, watei also has become 
an important productive resource. Hence 
these fanners who have access to ground 
water (which is private, more assured and 
amirollable) lust interest in Ihe tank water 
and Its niainicnancc and .so the collective 
effort m the maintenance work and in Ihe 
system ol water regulation (murai) got 
weakened. 

In fact the interviews we had with neer- 
kattis turn out to be the best evidence to 
suhsiaiitiaic this point. It was reported 
that the ncei kattis hardly receive full 
payments at present, contrary to the fact 
thai th«;ir forefathers were receiving 
substantially higher payments. They un¬ 
ambiguously point out the fact that the 
villain of the game has been the spread 
of well irrigation in the wet lands and lank 
commands. 

Sani<' point could be substantiated with 
some statistical details. Table 3 gives 
information on the well density in the 
ayucut and percentage of aU plots getting 
well n ngation (in 1985-86) as per our sam- 
[ile survey. We will notice that in all the 
SIX tanks where Ihe Ills arc defunct 
(Table I), vi/, m Thakkolam. I’erunibuli- 
pakkarn, Poigamallur, Tiruppukhu/hi, 
Vembi and Sirugaiiur, the well density 
(well per acre) is very high, i c. 0.18, 0.25, 


O.fiS. OJ)?'. 0.3% and 0J3 re^fectivety. In 
Tihippukhuzhi, although one finds only 
0.07 well per acre, the percentage of area 
receiving well irrigation is found to be 67.4 
per cent. For other tanks also it is con¬ 
siderably high and in three of them it is 
over 80 per cent. In fact the case of Vembi 
is the most interesting one, where the 
sluices have been kept closed for the past 
seven years and the tank solely serves the 
purpose of a percolation pond. (This is 
the only village where even neerkaltis have 
stopped worlung since 1980.) On the con- 
ttary, while looking at the tanks where the 
Tils are effective, the well deasity is found 
to he low and also percentage of area 
receiving well irrigation is insignificant, 
for instance, in the four out of seven tanks 
where the Tils are effeefive, Ihe well den¬ 
sity is found to be low and also percen¬ 
tage ol area receiving well irrigation is in¬ 
significant. For instance, in four out of 
seven tanks where the Tils are effective, 
vi/, fVruvalayam, Karivedu. Pudupakkam 
and Paranthur, the well per acre works out 
to 0.04, 0.01, 0.02 and 0,01 respectively, 
and even the percentage of area receiving 
well irrigation works out to be very low. 
Only in three tanks (Velur, Agavalam and 
Kaliyur) the Tils are effective but at the 
same time well pet acre is also high (0.20, 
0.14, and 0.21 respectively). This is pro¬ 
bably due to physical factors such as that 
of an assured supply to the lank (Kaliyur) 
from other systems and the locations of 
a tank in the head reach ot a supply chan- 


and were also reported to be eKcciive. It 
is this context, which warrants probing 
into the faciois imdctlying this varying 
degrees of lunctioning of Tils 


I IV 

Fum'tioninjg of t'lls 

iCONIROl OVl K ProIH I UVl Kl SODKI. I S 


; (a) Hiirer. One of the ii'ost significant 
^factors that has affected the lunctioning 
jpf the Tils IS the emergence of wells in 
Jthe lank ayacut. The spread ot well iriiga- 
■ tion in these districts (Chcngalpaitu and 
sNorth Arcoi) has been tremendous after 
fihe large-scale luial clecinficatioii (diir 
ing late 1950s) and this process perhaps, 
became faster after the introduction of 
liew technological package, which le- 
|)uired more assured and contiollabic 
ftource of irrigation. In fact, m the past 
i!x)uple of decades, well has become an im- 
iportant source of irrigation even in the wet 
^ands irrigated by tanks and spring chan- 
tiels. The underlying point is that hithcr- 
ijp the irrigation water was treated as a 
jtiroperty of a village society, to which 
ijvery individual user had responsibility 
^or its maintenance; but after the 


1-36 


1 .\«l l 2. Ni MHI K oi Nl 1 RSAI I IS AM) I Hl.lR Pm Ml NIS 

(f’adUy in Kgs) 


No laiikc 

No ol 

Kcgisicicd 

Payments 

Payments f>ayn,j.nis 


Ncer 

Ayaciil 

Pei Season 

Per 

Pei 


kali IS 

(Acres) 

f'er Ac re (in 

Season 

Person 




Marakkals) 

for the 

in Kgs 


Avacul 
(in Kg) 


limK\ where Tils ore effeiiive 
1 Peiusalayani 

2 

248 

1.0 

1240 

620 

2 Agasalam 

2 

445 

3 0 

6675 

3338 

.1 Kaiivedu 

1 

t7<) 

20 

3'’00 

3700 

4 Pudupakkam 

5 

Kf6 

30 

12.540 

2508 

s f*aianlhui 

6 1 4 

779 

2.5 

9738 

1623 

6 Volui 

i 

578 

20 

5780 

1927 

t KaliMii 

6 

530 

3.0 

7950 

1325 

ranks TU.s are less eJJet'Uve 

1 kiivennakkdrn 5^5 

NA 

NA 

NA 

NA 

2 Necrsrtlur 

7 

735 

1.5 

5963 

852 

lank', where '/’I/s are Jejuncl 

1 Ihukkolain 

*» 

518 

1.0 

2590 

1295 

2 i’crumbuhpalskani 

2 

129 

2.0 

1290 

645 

3 Poigaiiiallui 

1 

162 

2.0 

1620 

1620 

4 1 hirit|)puku/hi 

*> 

476 

2.0 

4760 

2380 

5 Vembi 

Nil 

144 

Nil 

Nil 

Nil 

6 Siriingallur 

1 

137 

20 

1370 

1370 


/yurc ‘ Data piesenied in this tabic is based upon the inierviews held wilh the irrigation workers 
amt this may not give an acrtiralc picture. 

One Marakkal - 5 Kgs. 

Sounc Survey. 
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Kalavai d:iannei). It may be bterMting to 
note here that in all tanks where the Tils 
are defunct and where the density of wells 
is very high, the supply from inlet chan¬ 
nel is also stopped. 

The fascinating point is that before the 
emergence of subsurface irrigation in the 
tank commands, the plots of land which 
were favourably located in terms of access 
to tank water for more than one crop 
(generally the head reach plots or the plots 
which are closer to sluices or the plot of 
land which receive water from the deepest 
.sluice) were valued high. However, after 
the spread of well irrigation this notion 
remains no longer true, for it is the plot 
of land which has got good ground water 
potential that commands better price and 
not the one which has loealional advan¬ 
tage in terms of closeness to sluices. 

(b) Conrml over Ijind and land 
Transfers: The land transfers (from upper 
castes to lower castes) have been taking 
place to a great extent m all (he selected 
tank ayacuts with a few exception, and this 
has resulted in the breakdown of old 
power relations. In most of the selected 
tank ayacuts, before four or five decades, 
it was reported that a greater proportion 
of wet land was held by brahmins and 
other high caste Hindus like mudaiiars, 
chettiyars, naidus, etc But at present 
Naickers have emerged as one of the ma¬ 
jor landowners in the tank ayacut and in 
several places, harijans aiso have acquired 
land to a signincani extent. Due to 
changes in ihe caste-class relations, the 
Tils which are were hitherto managed ef¬ 
fectively by the old landlords broke dowa 
As a result of (he land transfers, lot of 
caste factions have emerged which really 
stand in the way of effective functioning 
of Tils." In the case of Kaveripakkam 
tank, for instance, in the head reach 
village of the deepest sluice (Kaveiipak- 
kam) naickers have acquired lot of lands 
from brahmins, chettiyars and mudaliyan 
and in (he tail end village of this sluice 
(Eralacheri) harijans and pillais have 
bought land. Even when there is five 
months water supply in the tank, it was 
reported that naickers of Kaveripakkam 
never let water to flow to the tail end 
villages and this has resulted in .several 
disputes. Within the head reach village 
also (Kaveripakkam) there are conflicting 
interests between mudaliyars and naickers. 
This is very much reflected in the emer¬ 
gence of separate nattamai for naickeis in 
the past two decades; till then only 
mudaliar nattamai was taking all the deci¬ 
sions concerning the village. Such land 
transfers and caste factions are also seen 
in many other tanks such as Thakkolam, 
Perumbulipakkam, Poigainallur, Tirup- 
pukkuzhi, Sirungattur, Velur and Neer- 


are defunct. In other words, the land 
transfers resulting in change^ in the mode 
of cultivation and the emergence of caste 
factions within an ayacut do not provide 
a conducive atmosphere foi any collctiivc 
effort. 

Sub-division and fragmentation tiavr 
been another senous problem which is (he 
direct off-shoot of land transfers, in most 
of the villages suh-divi.sion and fragmen¬ 
tation have been taking place at a much 
rapid rate which comes in the way of cl 
feclive functioning of Tils When Uiere 
were relaiiveiy smaller numbci of land- 
owners belonging to one or two castes, 
management of tank-related activities was 
easier or the cojlcciive action was possi 
ble But the situation appears to be highly 
complicated after a large-.scale Irairsfci of 
lands to several castes and also number 
of holdings increased tremendously after 
series of sub-division and fragmentation. 
This really poses a severe threat for the ef ¬ 
fective functioning of Tils. F-bi instance, 
in Dusi-Mamandur tank (the ayacut of 
which is4,118acrcs, iiiigating 18 villages) 
number of sub-divisions a't the time ol 
first settlcnicnl (1882) were 8,6.18. Duiing 
the second .settlement (1913) it rose to 
11,829 and in 1982, the number went up 
to 14,378. In other words, average extent 
ix;r sub-division declined from 0.48 acre 
in 1882 to 0.29 acre in 1983. Similarly in 
Kaveripakkam lank (the ayacut of which 
is 6,200 acres, iirigating !4 viliagc.s), the 
number of sub divisions at the time of 
first settlement (i882) were 5,904, which 
rose to 8,293 during .second settlement 
period (1913). The number went up to 
11,809 in 1983. In other words, the average 
extent per sub-division declined from I.@7 
acres in 1882 to 0.48 acre in 1983 

The situation is more complicated when 
water rights are also sold along with land. 
Die complication is that when a plot of 
land is sub-divided. how to distribute oi 
transfer the water rights to respective sub¬ 
divisions? In fact, in one of the villages 
surveyed (Perumbulipakkam) when land 
transfers look place from brahmins to 
other castes, the karnam (village level 
revenue officer) who generally drafts the 
sale documents was bribed by several 
farmers for transferring extra water rights 
(more than what one is entitled to) along 
with the land they bought. This does not 
in any case assure water right. But once 
It is slated in the document, at some 
subsequent stage, the person may claim 
more water.- There were reported to be 
many such instances in this village which 
resulted in intra-ayacui disputes in 
the past. 

Yet anothei impact of land transfers Ls 
the emergence of absentee owners in the 
lank ayacut which also affects the cffec- 


■ tJv^ ■fli^dtlphffii'orTnS Inswnce, In 
Poigainallur, about 50 per cent of the 
ayacut land is h^ld by absentees (living in 
a neighbouring village but doing own 
cultivation) and in Sirungattur, alwiit 70 
tier cent of the land is held by farmers of 
a ncighbouiing village. Since nattamai or 
kavainianiyain of one village cannot ex¬ 
ercise cixiiiol ovci fanners of other 
village, l•olleclivc efioit relating to the 
lank ayacut becomes difliculi, and 
unmanageable 

In other words, following is the sci of 
conducive insiiiutional factors that 
preserved the 1 lls intact in the past. 

(i) There were not much of caste fac¬ 
tions; land was eoiitrolfed by one or 
two upper castes (who were in- 
vaiiably foiward both economically 
and socially). 

(ii) The mode of cultivation was primari¬ 
ly on the basis of tenancy contracts 
(mosiK sharecropping contracts); 
therefore, landlords were in a position 
to make use of then tenants for 
kudimomtnath works free of cost. 

(lii) Tank was the only source of irriga¬ 
tion and well irrigation was unknown 
III the tank commands. 

(iv) Ixrvel of development of technology 
was low; only traditional varieties 
were grown and HYV technology 
and other related input package was 
unknown. 

(v) There were not much of sub division 
and fragmentation 

t Mil 1 3 Will 1)1 NSI n ANIl I'l R < l NT ol 
Ari \ Ki < I iviN(. W'l M Ikkk.mion 


SI lankv Well FVr Ptr Cent 

No Acre ol Area 

Receiving 
Well tr- 
rigaiion 
in the 
Ayacut 


Tonk\ where Uh are ej/eelive 


1 Peiuvalayani 

11.04 

NA 

2 Agavaluin 

0.14 

NA 

3 Karivrdu 

0.01 

18.7 

4 Pudupakkam 

0 02 

30.8 

5 Paiaiiihur 

0.01 

2.8 

6 Velur 

0.20 

70.8 

7 Kaliviir 

0.21 

27.5 

Tanks where 1 lls are less 

effective 


1 Kaveripakkam 

0.13* 

NA 

2 Nccrvalui 

Nil 

Nil 

Tanks where J'lh are defunct 


\ Thakkolam 

0.18 

97.2 

2 Peiumbulipakkam 

0 2.3 

72.2 

3 Poigainallur 

016 

41.3 

4 Tiruppukuziu 

0.07 

67.4 

5 Vcmbi 

0.28 

89.9 

6 Sirungattur 

0.33 

83.8 


* Worked out for the entire Kaveripakkam tank 
ayacui. 

Source Survey. 
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(vi) Absentee ownership was almost 
unknown or not reported to be a ma¬ 
jor problem. 

So much to highlight the major institu¬ 
tional factors that might have contributed 
for the varying degrees of functioning of 
Tils. In the next few pages the extent to 
which physical and technical factors con¬ 
tribute for the weakening of Tils is 
discussed. 

Fmvsk m I ac roKS 

(a) Location. As per the conventional 
notion, the head reach tanks of each 
main/branch channels are always belter 
placed in terras ot availability of supply 
of water to the tank. This very much hold.s 
good as one can see from Table I. The 
Tils are effective in all the head reach 
tanks of main/branch channels (Peiuva- 
layam, Karivedu, Pudupakkam and 
Nfelur). Again in the tail end tanks, viz. 
Thakkolam (fcaveiipakkam surplus chan¬ 
nel) and Thiruppiiku/hi (Govindavadi 
channel), the Tils are defunct. In the ca.se 
of Neervalur, which is the tail end tank 
of Kambakkal channel, the institutions 
although not defunci, remains less cITcr- 
live. The case of Kaliyur (tail end of 
Kalavai channel) is unique. The supply 
from (Falar anicut) Kalavai channel stop¬ 
ped more than 20 ycais ago, but this tank 
receives almost regular supply from two 
other sources. Hence the Tils art still ef 
fective, although located at the tail end ol 
a channel. 

(b) Sources of Supply to a lank. .Supp¬ 
ly to a tank may be from two sources, one 
from PAS source and the other from iion- 
PAS sources. Wilhin the PAS source, it 
may be ditcctly from the inlet channel; 
from the sutplu.scs of upsiieam tanks or 
from both. The noii P'VS sources are 
through spring channels or from other 
systems. The availability of water direct¬ 
ly through an inlet channel is the most 
assured one; whereas the supply through 
the surpluses of upstream tanks is not 
assured to the same degree f or instance 
in most of the tanks where the Tils are 
effective or lcs.s effective, the supply is 
directly through the inlci channel (e g, 
Kaveripakkam, Peruvalayam, Agavalatn, 
Karivedu, Pudupakkam and Velur). Simi¬ 
larly, in most of the tanks where the Tils 
are defunct, the supply is through the 
surpluses of upstream tanks. There ate 
two cases where although the supply 
through the PAS sources is stopped com¬ 
pletely for over a decade, the 111$ are ef¬ 
fective basically because these ayacuts 
receive supply from non-PAS sources. Foi 
instance, it is more than a decade since 
water flowed through the Gafnor sluice 
(which is the most elevated sluice of 
Kaveripakkam tank). But sdll the Tils are 


effective basically bec^se this ayacut 
receives almost regular supply through a 
spring channel from Palar river. Again in 
the case of Kaliyur tank, the Tils are ef¬ 
fective even though water from PAS 
sources stopped more than 20 years ago. 
This is because, this lank receives supply 
from two other sources, viz, from Cheyyat 
spring channel and from Thandarai anicut 
(constructed acro.ss Cheyyar river). 

Apparently, in addition to the .supply 
channel from anicut sources, most of the 
tanks were getting supplies from spring 
channels. With a few exception, m most 
of the cases such springs were complete 
ly dried up at present. Preliminary survey 
was conducted in 27 tanks in North Arcot 
district, of which only five tanks still 
receive supply Irom spring channels, that 
too fot atHSul three to four months during 
monsoon months. In all others it is stop 
ped and in several cases the spring chan¬ 
nel has been silted up and encioached 
upon. The more typical cases are reported 
in Puduppak kam, Pcrumbulipakkam, 
Tliakkulam, Poigainallur, Tiruppukkuzhi, 
Vembi, Siuingattur and Karivedu where 
springs stopped supplying for more than 
20 years ago. Please note also that in most 
of these tanks Tils are defunct. 

(c) Sillation andLncroachment. In ma¬ 
jority of the tanks surveyed, the condition 
of the supply channels are in a misciable 
stale: They are silted up, encroached up<m 
or affected by heavy weed growth With 
the result, the supply channels arc narrow 
ed down Tbejcforc, volume of water that 
could flow in the channel is considerably 
reduced In tact in several of the cases 
these channels tiardly bring any water 
from the anicut sources. 

The supply channels are undei the 
direct conirol of PWD authorities but ap- 
isarently suffers from a prolonged neglect. 
Out of 26 tanks .studied foi the preli¬ 
minary survey, only in 12 tanks it was 
reported that PWD had undertaken some 
maintenance operations in the supply 
channel at least once in the past six years 
preceding our survey. Nevertheless, 
whatever little work undertaken by the 
PWD was totally not satisfactory and it 
apparently have helped only the contrac¬ 
tors who al.so have political contacts. The 
PWD authorities, howex'er, assert that the 
availability ol lesources for maintenance 
work is giossly inadequate. 

However, we found that in most of the 
tanks wheie the Tils are effective, there 
has been some concerted efforts to aug¬ 
ment the supply to their tanks through the 
supply channel, f or instance, farmers of 
Puduppakkam jointly desilted the inlet 
channel in 1985-84 and SOOmandays were 
spent in 15 days. Farmers of Parandur, 
Neervalur and Karivedu villages report 


that they hjirdly get supplies from the 
anicut, but still they jointly desilt the in¬ 
let channel mainly with a view to tap the 
rain water from the catchment area. On 
the other hand, in all other villagc.s where 
Tils are either defunct or less effective, 
there has not been any concerted efforts 
of any kind to augment the supply to 
tanks. 

Sill accumulation in the tank bed has 
been a .serious subject of dkscussion for 
more than a century. S Y Krishnaswami 
remarks: 

There is not much doubt (hat in years 
gone by, the tanks must have been very 
much deeper than they arc now and (hat 
ilicy must have had greater capacity If the 
Commission of 1878 (Famine Commis¬ 
sion) noticed that the bed.s of tanks v/ere 
getting silted up, then it is necessary to em¬ 
phasise that since then ibeie must have 
been silling up at an alarming rate...li this 
jsrocess goes on unchecked it is not im¬ 
possible to visualise (hat within the next 
30 or 40 years a gieat many of the existing 
tanks will cease to be m use and will 
therefore have to be abandoned.*^ 

The author’s vision has in laci come 
true, as several ol the tanks that were in 
use some 40 years ago arc at present either 
not seen at all or abandoned, m piarticular 
smaller ones. As a result of silt accumula¬ 
tion in the tank bed. the original .storage 
capacity has been considerably reduced. 
Although there arc no systematic esii- 
maies available on the extent of silt ac- 


1 MU 1 4 Avmi \Bil I : y o^ f Ki 1 

( M( HMl NT Am A 


SI lank-. 

No 

I- ree Free 

C alch Catch 

riicni ment 

Area Area Per 
(So Miles) Acre of 
Ayacui 
(Sg Miles) 

Idnk.i where TIh are effedive 


1 Peruvalayam 

I.2U 

0.0052 

2 Agavalam 

0.55 

0.0012 

3 Karivedu 

0.50 

00007 

4 i'udupakkani 

0.95 

O.bOH 

-S Paranihur 

3.92 

0.0050 

6 Velui 

2.00 

0.0035 

7 Kaliyur 

3.80- 

0.0072 

Tanks where Tils are less effective 

8 Kaveripakkam* 

12.00 

0.0019 

9 Neervalur 

3,00 

0.0038 

lanks where Ills are defunct 


10 Thakkolam 

07S 

00014 

II Perunibuhpakkam 

075 

0.0058 

12 Poigamaliur 

0.15 

0.0009 

13 Tiruppukuzhi 

0.16 

0.0003 

14 Vembi 

0.75 

0.0052 

15 Sirungaliur 

0 57 

0,0040 


• Computed on the total ayacui of Kaveripak¬ 
kam tank (6278 Ac). 

Source: Survey. 


A-58 


Economic and Political Weekly June 26, 1993 



cumulation in the lank beds, our own 
survey apparentiv indicates that it is quite 
a common {xoblem found in ail (he 
tanks suivevcd toi the preliiiiinary 
survey" farmers’ impressionistic reports 
confirm the tict that the .torage capacities 
of tanks have been icduied progressiveIv 
over a period of tune Official cstiiiiates 
on silt accumulation is available in the 
casf of oiM laigt tank si/ Kavciipik 
kam wheie (Ik watet level at the deepest 
sluice has been reduced tiom 'he original 
h iglit of feet to onlv I’’ leet and the 
t fftclivc sioragc cafiacilv has been rtdnc 
ed from 14/4 me ft to I 102 iiii It fas 
estima’cd in 1981) I he of ticiai cstim ites 
show that (lie rate of silt acc nmulation fia 
been 0 2 pei cent per annniti 

One of the mam leasons for silt icc 
nmlation in the tani beds has been due 
to temporal y c ncro.i( hment oi I n nicis for 
raising crops lift scgetablcs Ihegi swing 
of crops 111 the tank beds icttniuaic the 
problem ol siltati >n iiiainis b' c in c 
I trrners altci liarvt<t never take pains to 
remove (he plints I hi fa' been a c mi 
moil practise 'cp j ted i bt happening m 
most ol the lanki ,u sesed Another Ivpe 
of cncroaehmr'nt ishichi or.icsvhti pci 
maneni in nature is found in thr foitslioa* 
area and the exteiil ol tiicioaehincni 
varies fiom fbrrt n ii s to SO ai re's in the 
tanks suivc /ed 

(iJ) c ontuhOM of < c/f* hmt nt Area [ Ik 
siginfica lee of picsfrvmg ol cate him ril 
aira ha> lictii a piobKin ol serious discus 
Sion d U isi lor I tie past four or five 
decades (icrislniaswami 1947) Appaieni 
ly as a result of demographK pressua the 
catwhment aic. s fiavt been converted into 
ultivabk land’ and as a consequence, the 
supply ol watei to the tanks through 
supply (flannels have fteer. ledueeJ Ttiis 
has been leportcci a • a nic ic < ommon pro 
bicm in a'l the laiiks s*c have surveyed 

Neveithtitss, the ex'ent ol availability 
I’f fict catchment ar>a in a way assures 
supply to a tank 11 at is, if the free cat 
chment aiea is large enough for a par 
ticular tank then the users will have some 
guarantee of tapping ai least the lain 
water by wav of desilting and deweeding 
the inlet channel On the other hand if 
the fice catchment area is relatively small, 
then the users may not gel any such in 
ccntisc to enter into a collective effort 
The data shows that (Table4) at least in 
four ol the seven tanks where the Tils arc 
effective, the free catchment area per acn 
of ayacut is large (i e, m Peruvalayam, 
Paranthur, Velui, and Kaliyut) and in 
three of the six tanks where fils are 
defunct, it is seen to be leiativelv low 
(i e, in Thakkolam Poigamallut and 
Tiruppuku/hi) 

On the whole, the entire discussion per 
taming to the conditions of physical fac 


tors m acting upon the functioning ol 1 Ils 
drive us to two points, vi/, flow of sup 
phes and storage capacilv ol tanks Suji 
plies to the tanks are eithft itduccd oi 
cumpletclv stopped, and 'he sicuijit 
capacity of tanks n consideiabls >hiiink 
due tc' sill accnniulation and ciuionh 
inenis in the lank beds fhe fail cd the 
mattci IS that ail these duciicnalint con 
dilion< ol physical tai ibties rcinf i ci liu 
point (hat thrtiadilional iingaticm ir titii 
tions are in the (iioccss of diaiucc, id n 
in mosi of the taiif 

\ 

( one lusion 

It was indicated right at the beginning 
that the vatying degt,” s ut fuiiciioiiing >1 
Tils ire aitribnuf ic to a senes ol iiistitn 
tional and physi al fac tens flic institn 
t onal fa< tci’s arc >uch as nature ol co' 
tiol ove I pioduciive resources cbing’c in 
the land ownciship pattern in (cini >1 
cast'* and claM changes m the nuxfc c i 
ptodurtion and the kvcl cil dciclopini 
of productive foivcs the ptnsical lacliiis 
aic those of liHaiion of a tank uiurccs 
of supply to a tank sdtation and i 
croachmcpt in the supply channel and in 
llie tank bed nailability and the i oiidi 
lions of catc tinicni aica and so cm It w is 
also poinicci c at t irlic i that ail thc'c la, 
tors (both ipstiliiticmal and phv'iial) do 
not act in isolation nid thcieeMSD tconi 
plex inicraciio.i imoiig them I that 
elaborate on this point m the next couple 
of p.<iagraphs 

[Arhaps, I should slail by taking up the 
issue of dcvclopinml of sufi siiifact n 
ngalioii III the tame commands I ho 
development bn instance, cannot be 
viewed as an isolated phenomenon in 
dependent of oiher change that hoc 
taken place III the vdlagcs I andtranslers 
from upper castes 'o the hitheito ciilti 
vating castes have been a fundamental 
change that has taken plac c in the /lUagc' 
which in turn has resulted in the ciner 
gence of owner cultivation in the pit c of 
tenancy coiitrai-is fhe changes in lb 
mode of cultis ation < oupicd with the in 
troduction of new technology have indue 
ed farmers to go m lot an extensive 
devciopmein of well inigatiun in pu 
tirular wet lands " As a consequence ol 
private contiol and ownership to nnga 
non water (via, ground water) laiincis 
interest m the colkclivc effnrt lor mam 
taming traditional irrigation systems ge is 
weakened In other woids, ull these 
changes nnanib'guously reveal the fact 
that the traditional landlords who excic>> 
ed a great deal of power in prc'civing 
and controlling the traditional villagi 
systems including that of riaditional ir 
rigaiion institutions have lost their glory 


Iherefore, TI*s m ns normal course got 
di'integraicd or are m the process of 
disnitegialion m neist ol the tanks 
surveyed Hut (Ins is lust oiu part ol the 
story 

I he 1 cess to i id eontiol osei ground 
wale I has alscs al fee lid seiionsly the 
(I r iv.ii <.,m(iition> 'inli as supply from 
< let 1 It, me Is vtor \(it eapai ity of tanks, 
(le 1 result ol exiensise rkploitadon 
ol gioiiiid V itei (m parttculai m thecal 
chment aie is) the iiifle'w ol watci in the 
supply ehar.tiils hi' been c'lthen reduced 
1 * 1 ‘I >) ixcl loinpltiely Moicove, inmost 
( I ii ( tank SM ciiveyecl it was lepoited 
that ilu extensive development of well ir 
iigiiKii III the tie hint III areas has 
resuleiti in ifx r duceil oi no supplier 
I’on 'luiiig channels (whah were once 
icgnlaily feeding iht tank,) In tact, out 
ol t ink uivevtd in J f of them sup 
pin s throu) I spiing t b kiikIs ate either 
msigmlie mi oi stopried Moreover, due to 
extensive dcse lopnient of well irrigation 
a let wet use e>l gionnd waiei (in the 'ank 
(oiiifTiand ) the tanks withholding 
capacity I icefueiei ihclcfoic it is ap 
parent that the choactenstics and vary¬ 
ing dcgier of tnncliuning of I Ifs art in¬ 
fluenced by ibe e twnpk x inti i< etion of in- 
stitntionai anil physic it fa tors At the 
sn la r the vfbi suggcstexl ineascite of 
nsivdl ol Ills (li icaimy tiexxr instilu 
Dims) ippcai' to be a I (isy task, but the 
esidcncf' piosijcel m this pafiei unam* 
higuondY biiug out the tact that the pro 
bkm I not ill ihit > nipli but deeply 
rooted 


'Neife h 

llhf u liieii exiriiKeb grate till lii A Vai 
ilvirtathan iiiei k vigiia) who gave valuable 
eeimineii on an e iiliei diatt iil this papei 
(hirik lu lisi) lice I) K Sivasiibianianian who 
wi geneious III hi'ingsnm hi'lor lal infnr 
mill n reining i ka eiipakkam lank the 
11 Ml ive II iiim've remains] 

I Iht wiiiil kiiiliinai ininil refers to llii 
iiiiititciiiii I >1 lepiit woik undeiialren by 
ih till 111 iiilc b ves U|i|xisedtobeacol 
Ii Dm ailiim of i eotnmuniiy expending 
III mil voliii laiils III hi i pin or main 
I nan i u iik >' i (iik > 

)h Mid IS f >xU 4ili Idiiion Vol I 
pp on VI (hi s p is M«gf w IS pitiied in Haitga 
tl'IfiOi 

I S y Kiisliiiaswuii I well known govein 
iiicn> oilieial si iicd ihiic u i general 
instil u Ilf op niiin n long officers who 
hit ti ill with Iht iiiaiTiie nance ol minor 
iirq iiiuii works uni an t iig the mielligcnl 
lie public till ifitti III been svsitmaiii 
cil n run iiinn flowing ii t It iii the neglected 
conilii I ns it the sippl/ channels and 
IIII ini (mg iltin^ up i f ihi tied level ol the 
lank in I in t »c leiil insuff iciint7 ol (hi 
watii or ih iv i ul'Icitiniincxi by (he lank 
Ki 1 M III 1 VlitmcPaii mil registered as 
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fuel) tor each lank" See Kriihnaswjmi 
{1947), p 418 

4 See Kiishnacwami (1947), p 441 

5 “Many of ihe tanks have been nnixmncfing 
ult fOT centuries and hast lost stiy con 
udeiable piopoiiions ot thtii otiKinal 
capacittes to tht greit intur> of th< imps 
under them No effective remedy (oi this 
has been dtscuveicd and the probIt m is one 
in which become' increasingly seiious as 
lime goes on Set < ol I Ihs II9SS) 

6 This IS a pail of Hit laigc survey t ariied out 
by A Vaidyanalhaii and the piisrni author 
The study was on Managenieni ot linga 
non and Its f fteci on (*rsxluitiviiy undei 
thfferent I nviroiimt iital and feihnual 
C onditions' Ihe protect was funditf by tht 
Union Planning < nmmissioti govtinmtnt 
of India 

7 Foi lurlhei details see Vaidyniatliaii and 
Janakarajan (iindaied) 

8 Por a detailed discussion on liadilionat it 
rigalioii systems and then obligations sit 
( oward (I98(ib) Vaidyanathan |I9H^) 

9 See also Vaidyanaihan (I9HS) 

to There isanoihei such big tank called l>u 
Mamandur tank which we selected for tiu 
prrlmiinarv survey I In ayaiul of this tank 
IS about 4,200 acres spread over 18 villages 
like that ol ICavenp,ikkam tank lirigation 
Board exists in this tank also and functions 
in an organised manner 

11 See also Narayana et al (1987) and 
Rajagopal (1990) 

12 See Krishnaswami (194"') p 441 

13 See al,o MIDS (1981) 

14 See also for transformation lhai have taken 
place in rural North Aaol Disinii liatidira 
(1977), C hinnappa (1977) Haiiiss (1987) 
lanakarajan (1986) 
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Watershed Uevelopment 

A Contrast with !NKK1V.1R\ 

Kune hail ( hopra 

k Kaiirkotii 

H'asktandand aatenhedde\e(opmen[programme’, \%hdn.natu t u > m/ l<i\nu nt at nwtl tor Itnalpoputa 
lion an desigm d husu aU\ to tak < ad\antaf>e of thi natural < jpai if\ l< r i k n* rulu/n tnlu nnt n a hiotnass s t Mem 
1 he paper niuki t an asienmenl of the impluaitons of IPDP \Ki n in tf * / nd and \utfi r n lau d proyram 
mes tor einpUnment) eneration and naiura' lapi al rein nr ration a‘,si 11 na' < i rultin ’’onnuniol tonsrrxation 


1 OKU NT I [■> lo 

illiMatL piwLi tv h ivc tiita <h( tiKal points 
m th( Indiin (hvtntralistd pltns in th< 8tK 
Dll ubjK t has bcin to piovidi assistanii to 
the poor bv wav ot a>sct iriation oi wagi 
iiiiomi through r mploviiKnt Intigratid 
Kuiat Drvelopmiiit Programmes (IPDP) 
and Nationil Ri il Lmployment Progrim 
incs(NKl PnwR Ihr rirlitst S(liimrs in this 
ditrition 1 1 the lit 8Us the owahii 
tTo/gi' Vuiini (JKi / w IS iddrdtothi list 
ot sii h ('OM iniim Dii oiupto' 
liiiiiatii nginriil planning al<o emtrgtd 
around thi ikiukI MforrstUioii tliiough 
siKial loRMiv HiU'vhtd and waMdand 
drsdopintni prograiriniis loiusing on land 
rnd water managin eni win step|x.d up in 
a numbir ol ditfeitnt rigions Such pto 
giammes al > lesu'ted in leat ion of tniplov 
mint and tssils whilt aioiiir nfmg thiquali 
tv ol land itiii bioiiia prniratid them') 

I his paper urns at making in assessment 
ot thr implii ttions ol IRDP/NRl P nrsu> 
these Iind and wait alatid programmes lor 
impioynunt gimration assit creation and 
enviioiimcntal const ivatioii 

I he NRi P JKV kind of intervention eni 
phasises on t mpl vymem and assets and us 
impact on env iFonincnul ntgeneration is only 
an afterthought ' I e ion>equcni long run 
impait on livcIihocKls is limited Wasteland 
and waiershed devclopimm programmes on 
the other hand while cr ittng some employ 
'iieni and asset* ferrthe lixal population ate 
designed basically to take advantage of the 
natural capacity lot irgeneration inherent in 
a biomass based svsteni I he question which 
then arises is one ol analytically charicteris 
ing and empirically verifying the shoit and 
lung run gams from these alternative rural 
development stiatcgies 

The rural development programmes ol the 
government of India can he elassified into 
(I) those that ire directed towards asset and 
employment cieation such as IRUP, JRY 
DPAP DDP (2) those that are designed to 
remove structural impediments to develop 
ment such the land reforms and 
marketing i hemes and (3) those that are 
of an enabling kind i c 1RYSEM and other 
training oriented programmes The rust se* 
of programmes accounts lot the larger part 
of the outlay incurred by the Ministry of 


Ruidl Ucvcionne nt I he lo ns ot'll IPPI 
has belli on iiidii foi piu lU i i I 
disadvantaged pe >pli' A VII I Is t i ti 
have bn n ideiiiified qiialityin^ ill il i 
a heme fK3 oiithi othci hriui hi 1 1 > u 
on eommiiniiv tsstis includiiq t* si iliii 
stress land ti I w iter dtvcliipneii oeiil 
lorestrv ind soil I onseivatioii III i psei 
were also heiiig foeutcd on unde |l < NKI I 
and Rl 1 (iP 11 the 80s iiid llic Diouf hi 1 1 
lit ^Ica Prigrimmt ind D sen Ptvti p 
mint Plop inline tint have esisiul n e 
1971 II IS lo be noted howe vei ih it ihe in 
pliasi has hilled tiom ptiv itelv <>* iied 
as el to eoiiinniiniv assets 

In the 70 watershed development wis 
piimarily the eoneern ol the Indian Couii 
cil ol Agricultunl Rcscare h (I( Mt) \ 
numbii ol pilot preiiceis were e iirieel out ti 
Its regional eenties with a locus on ixe if n 
scientific cxpenmeiiiv with respeet to watei 
sbedeharactcnsiiis Itwavonlviiidie caily 
80s when issues of land degradation became 
sigiiifiiant that the watershed wa eeuieciv 
ed of as a planning unit Some pilot piojce i > 
such as Sukhomajti m Harvani beeamc 
significant is development intervii tiotis 
Ihus watershed management as a teasible 
policy of land and water management came 
into Its own Ihe mphasis laid bv ihe Na 
tional Waleishid Dcvelopmcnl Hoird on 
Wasteland development on the bisi ol in 
tegrated ngional planning and Ihe iiolioii ol 
micro planning m ditferent agio e limatie 
/ones gave further fillip to Ihe toiU'P* vf 
watershed development 

NRLP ANO IRY 

The NRl P wav launched in Oiuiher 1980 
(as p/it of Sixth Plan programme! and 
became a regulai plan piogramme from 
April 1981 The progiamme w as expected to 
generate addmoiial gainful employment in 
rural areas tothe extent of 100 40Q million 
mandays per annum cieale durable eoin 
munity assets and improve nutritional status 
and living standards of the poor \s ttim 
pared with the Food for Woik P ogramnit 
creation of durable public assets was the tea' 
distinguishing feature ol the NRt P During 
the Seventh Plan the broad objectives rt the 
programme remained the same as in the 
Sixth Plan NRl P was lo be implemented 


a ledUiihv siwm oriel ulitmi on a ^0 M> 
liiiiir b ISIS V iweiii ill leiuu and the 
( U( 

I he j logi itmiu hid a substaiilial impact 
III uim ol siabiiistt). wtgis m the rural 
K 1 < nt titling pints ol foodgraiiis and 

treiiinga vide van tv ol «.ommunity assets 
wliuli litiptd in r using tht levels ol living 
ol ine rural | upiil ilion 

Soiit iHdfief alures w< It built into the 
Nkl i t iiitpli ini nted diitiiig the Seventh 
I'll I u w iv < p lid un II r I he proj lamme 
w I to b< at (I u with thi minimum agneui 
lui il wagt picy tilled toi iht area Ihe quan¬ 
tum ot iixidgtains as p<.iI of the wagt should 
bt sill h as to In adequile ft i the family’s 
IK 111 III tn> ea ( the loudgMiii lomponent 
she iilel 1101 exe < ed 2 kg |>e h< ad per day In 
oidti 111 insure Ihel heurtits ot this pro 
giauimr leaihed the we iki i sections of Ihe 
s(N If ly at letsi 10 per eeni of the alloi ation 
iindei the pi vgrainmr wis lo bt earmarked 
toi utilisation ixi lusivt ly on programmes of 
duett benefit lo wheduledcastes eg dtink 
mg water wiliv envininmcnt il improvement 
works III lianjan lue iliiit s and housing for 
them Another Iraetion of at least 10 per 
ceni ol alloeaimn undei the programme vvas 
10 be spceiallyearmaiked l<>i utilisation on 
prugranimea ot sixiai forestry and energy 
plantations I vtn with thc*< spreifieations, 
Iht NRl P roniinued to be a programme lor 
ineomt and asset generation with limited 
locus on distiibuiionil and environmental 
aspects Itbir I giv s the expenditure, 
employment end assets leairel m NRf P 
piognnmc bt tween I 98 S 86 and 1989 90 

lievm Apin 1989 Ihe twei employment 
piogrimmes in operation (i e the NRl P and 
the Rl FfiP) were ineiged logeiiiet into a 
tingle I iiral employmeni piogramme known 
a idwah II Ro/gar Yoiana Vh hile the range 
of a>sctv that can Ih eieatrd undei JR\ con 
tmued In Ik stxnrw hat vimilai to that undei 
NRl P pititrenei wav to be given to (a) 
wo ks having jxitential ot maximum direct 
and com in iing hi nefii to the members of 
the pewertv gmups ind fb) assets which were 
Ol eould bt owned bv oi are assigned lo 
groups ot beneficiaries High priority was 
to he given to infiasiruciuial works which 
were re quite il lot povctly alleviation 
prnj I in itit s 
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* l(»lo be noted that Mxrial forestry, tree 
'planiarion, soil conservation works, con- 
structiun o( village tanks and such other 
natural capital augmenting works have been 
a part of both NRM' and JRY st hemes 
Community asset creation, signil'canl in its 
own right, constitiinrs the rest of the pio 
gramme In addition to this, augmentation 
of natural capital based mfhuaructure is also 
undertaken under the DPAP and the 1>I>P 
The DPAP IS iindri unpleiftenlation in 61^ 
blocks in *>l districts and the UDP in HI 
blocks III 21 distiicts I hts |s a programme 
focused on dcgiaded environments and 
watershed developments The coir com 
ponents of the programme ate soil and land 
devetoprt]ent, water resources and moisture 
conservation and deveiopnicnl, aiiorrstation 
and pasture development Fxpendituie pro 
vided under these two programmes in 
1991-92 was Rs 111 croit for 112 distiicls or 
approximately Rs 1 croie per d'stntt In land 
and water resources development, a< i •« 
meni has been only atiout 29 61 per cent iivi 
33 41 per cent nt laiget in DPAP and 4(109 
per cent and 4S 07 per cent o( targei in f>DP 
programmes respectively ^ Afforestation has 
flured belter with 65 19 pei tent of target 
achieved under DPAP and 102 04 per cent 
under Dt)P 

In sum, programmes ot riiial development 
also have given attention to building up oi 
natural capital fhev have had, however, 
Imiiied impact even in let ins of area covered 
Further, there have existed problems ot fhe 
effectiveness of coverage, as pointed out in 
several esaluation studies ' It shall be 
argued m this paper that this is due to the 
lack of integration lietween generation of 
bvelihoods and augmentation ol ecolt^icaJly 
degraded environments Such integration 
can only be achieved if the linkages iretween 
livelihoods and im|>ioved enviionmenis ate 
underslexxJ in the coniex* ot ecolugual en 
titles such as wateisheds oi cutegones of 
wasteland 

PRtH.RAMMIS OI WASH I ANIl ANII 
WAURSHI'S DI Vt ItlHMlNI 

The focus of programmes ol wasteland 
and watershed development is dirfenni from 
that of NR£P Ol FRY Hen’ the slatting 
point IS the existeme of degraded land of 
different kinds and in ditfeient agro-climatic 
contexts Degraded land together with its 
water and biomass msouive is the base from 
where an income, asset and enviionipem 
regeneration pn^iramme begins 

Soil and watci conservation programmes 
for degraded land have existed in India on 
a limited scale Till the end ol the Sixth Five 
Year Plan (1981 84), nearly Rs 8,616 million 
had been sfient on improvement ol about 
25 8 million hectares of the land with various 
soil and water conservation measures in the 
earliest phases, such programmes were con 
fined to the improvement ol agricultural 
lands and contour bunding was the mam ac 


livity. It was only aftet the mid-SOs that the 
concept of integrated land-use planning was 
introduced and with it came the realisation 
that such development should involve both 
vommon and private lands ^ 

Such programmes gamed momentum 
aftet some estimates ol extent of wastelands 
in the countiy wcie made by the National 


Wasteland Oewlopment Hoara (Nwub; hi 
IM 5. One of the principal obifctives of the 
Board was to identify wastelands in the 
country and to create reliable data base and 
documentation of wasteland development 
This was done at two levels The NWDB set 
up a task force which earned out a classifica¬ 
tion of vanous kinds of wastelands Second 
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Year 


No 

19X5 86 

1986 87 

1987 88 

1988 89 

1 1 urids uliliscii 

lakh Rs 57.195 

)l.775 

78 871 

90,184 

II (a) 1 mplovinriil gcneraird 

lakh iiiandays 7,165 

7,954 

7 708 

7,950 

(b| I xperKlituic 
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18 15 

21 26 
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1 akh heels 1 16 

2 18 
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1 50 
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0 1' 
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0 |9 
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pans hayai 

l.iHl Nos 0 51 

0 2V 
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02/ 

11 Other ssorks 
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i ‘6 

1 ri9 

195 
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1 28 14 
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005 

t Dunking »ale wells pond 
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1 70 

0 7’ 

9 School buildings 

1 akh Nos 
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1 akh No' 

om 

0 12 
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Ifl Mm IKIKI WAS 

identintd. Wkstciand in the country was 
estimated at 129.58 million hectares with 
93.89 million hectares being non forest 
wasteland 

The ecological characteristics of the land 
base of the economy were spelt out further 
when the NWDB undertook intensive classi 
fication of different kinds of wastelands in 
146 districts identiHed as having more than 
IS per cent of area as wasteland Thirteen 
categories of wasteland were identified and 
It was seen that the nature of degradation 
varied substantially acioss states and agro 
climatic zones About 60 per cent of the total 
degraded land was found to exist in the 
large- and semi-and tracts of cential, ^stern 
and southern India Most of this land was 
part of the categories of ‘degraded forests 
and ‘upland with or without scrub’ Alkaline 
and saline land existed in the coastal areas 
of Gujarat and in parts of the middle and 
trans-Ciangetic plains The Himalayan 
foothills were affected mainly by soil ero 
Sion caused by water runoff, and the western 
dry region mainly by wind erosion lable 1 
shows nature and spread of wasteland by 
agro-climatic zones 

Since 1989, an integrated view of waste 
land development as a people's activity has 
been taken Wasteland development m this 
perspective focuses on afforestation, 
simultaneous creation of assets such as 
tanks, check dams, water disliibution 
systems, and adoption of soil and moisture 
conservation methods The obiective is to 
bring land back to its optimal level of 
biomass production I he nature of the assets 
required to ensure such revival of wasteland 
would necessarily depend on the kinds ot 
wasteland as also the property nghts exisimg 
thereon This integrated perspective increases 
the potential for employment Icological 
linkages crucial lor such an integrated view 
differ according to the nature of the 
wasteland The categories 'upland with and 
without scrub' and ‘degraded forests’ are 
usually found tii watersheds spread over dif 
frrent parts of the country 

>Muteland development in many areas 
ukes the form of watershed development 
programmes The programme here is focus 
cd on the watershed, an ecological umt com- 
pnsing the enure land area draining into a 
common region.’ The focus on watershed 
development enables a common linkage to 
be made between the somewhat disjointed 
devdopment interventions in the area of soil 
and water conservation and wasteland 
development It also hnks such interventions 
with an ecological view of the constraints 
on development by taking into account the 
water and land availabihty in the watersh¬ 
ed In this context, it is imporunt to note 
that the agro dimauc legioruil planning ap¬ 
proach of the Planning Commission has 
identified the east, central, west and 
southern plateau and the Gujarat plains ns 
the regions where integrated watershed 
devdopment is the rdevant strategy 


ivusmwwfs. t i 


jecis have been implemented both under dif- 
fcient schemes of state and central govern 
inenis and by diflerent non government 
agencies Table 4 gives coverage; apendiiuic, 
employment and asset creation in some ol 
these projects Rales of return where as.iila 
bic and other effects are also tabulated I he 
lahlt reveals that each project has its own 
pattern n( asset creation and conicsioeniiv 
cosi and benefit flows As a category ol 
development intervention, therefore, such 
prnjcc ts do not fall into p strait lackeled pat 
tern '' location determines the nature of the 
project Assets cnraicd are usually ram water 
harvesting pone's, check-dams, contour 
bunds, fuelwisod and fodder ptantaiions 
I he type vt assets differ according ti> 
wheiher ih( proiccl is Icxatcd in a water 
scarce, moderate rainfall or an assured ram 
fall /one ■ All assets are, however, natural 
capital augmenting Their creation also 
icsults simultaneously in employment, in 
creased cropping intensity and increased 
vicid per hectare It is found that cropping 
intensity increases by about 15 pci cent, and 
yield by about three to four quintals per hec 
tare Soil losses arc reduced substantially, 
ground water availability is augmented and 
a better green cover is provided for land, 
both by aiforestation and natural 
regeneration 

1 he second round effects of the initial 
benefits are reflected in the spread ol ac 
tivities such as basket- and rope making, 
marketing of I run and medianal products, 
livestock development made possible due to 
■he belter uutpui <>f fodder and grass from 
common lands so on In the emergence of 


the existence or otherwise of peopteft par- 
lieipaiion is an impoitani factor and the 
total impact ol the project differs according 
to the extent of C PR and PPR linkages. Pro¬ 
jects such as Ralegaon Sidhi, villages of 
Palamau and S^ukhomajri which hast 
witnessed the best eliccts have been 
charactenc'-'l b; die p>'sence of a hi^ 
degree of r»eo pic’s involvement 

NRf-P MRSIJS WaH-RSHLD 
MANMiIMINT PRtXfRAMMI'S 

The question that arises when a dev^op- 
mcnl intervention is being planned is: how 
would waleished management programme 
compare with the alieinative of an NREP- 
IKY kind ot piogiamine that creates 
employment and assets and in consequen¬ 
tial increases in present and future incomes. 

I he watershed management programtiK has 
an additional potential that ol creating the 
possibility of a regeneration of natural 
capital The question is framed in an 
analytical framesvoik The following sym¬ 
bols a-e used in developing the moM: 
letX One lime finance fora progiamm 
a P Consumption component of X 
undei the watershed and NREP 
programmes respectively They ac¬ 
count for immediate wage income 
from the piogrammc, treated 
synonymously as consumption. 
Incremental eapttal output ratios 
under the (wo programmes. Thew 
represent the potential of income 
generatKin through asset crcatiott. 
d Social rate of discount 


TaII. 1 T NMI Kl AND SPKI ADitl OlCtRAIH l> I ANO AND IN India BV Af.ao ( IIMAIIC Rioiuns 


/oni 

Wasteland* 

<laikh 

Heciaies) 

Western Himalayan region 

tl 98616 

I astern Himalayan region 

i6 02S06 

lower CiangetK plains 

122877 

Middle (langriu plains 

144156 

Uppei CiangetK plains 

6 9171 

Trans Oangetic plains 

1430 

i.asiern plateau 

19 12150 

( rntral plateau 

41 28376 

Western plateau 

33 87416 

Soulhein plateau 

45 15793 

fast coast jilains 

21 71539 

Western plains and ghat 

9 82)09 

Ciujarai plains and hill legion 

16 22527 

Western dry region 

0 98098 


Major loini* ot Degradation 


Barren, locky snow cover'd land 
Shifting cullivdtion, dcgiaded ioresi land 
Upland (with oi without scrub, degraded forest 
land 

Degraded forest land, land altrcied by 
alkalinity sahntly 

Afkaliniiy, salmiy, gullied, ravinous land and 
waterlogged 

Degraded pasiures, upland with or without 
Scrub 

Dcgiaded foicsis, upland wiih or wiihout saub 
U pland with or w nhout scrub, degraded loresis 
l*pland with or without icrub, degraded forests 
Alkaline, salmi land, upland with or without 
sciub 

Upland with or w ithoul scrub, degraded Foiesl 
Upland with or wiihoui scrub, degraded forests 
Upland with Ol wiihoui scrub, alkaline, saline 
land 

Sands, desriiic. upland with or without scrub, 

degraded pastures 

<23 546 million hectares) 


215 4612 or 


Sou/Ie Compiled from National IMasteland Development Board <1987) 

* Based on I46di$tnct data only, idcntiried as hasmg mure than 15 per cent of gcogiaphical 
area as wasteland 
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NOTIFICATION 



Lok Jumbish Proiact kas b<Min started in Raiasthan for providing basic education to all by the year 2000 through the process 
of peoples movement involvement and upgradatinn of capability of teachers and improvement of quality of primary education 
Applications are invited for the following posts at headquarters of Lok Jumbnh Parishad, an autonomous and independent body 
located at Jaipur 


S. No Deeignstion of post and 
indicative scale of pay 

j Deputy DirMtw7Academic Fellow 

Scale 3200 4625/3700 5700 
(two posts at headquarters) 

These officers will be responsible for 
programmes such as training/nonformal 
education/curriculum development as 
weH as for implementation of the project 
in the field 

2 Coordinator, Women's development 

Scale 3200 4625/3700 5700 
(one post at headquarters) 

This officer will be responsible for 
women's development programme and 
for implementation of Lok Jumbish 
Project in the field 


Eligibility and qualifications 


Permanent employees of Education Departments of Govt of India or Govt 
of Rajasdtan or .any Govt or non Govt educational Institution or a 
University in minimum scale of pay of 2650 4500/3000 5000 with sounij 
knowledge of pnnciples and practices and interest in teacher education/ 
educational research/primary education/nonformal education with a 
minimum of 7 years experience of teaching/educational administration 


(V) Permanent empfoyees of Education Departments or Departments dealing 
with Womens Development of Govt of India or Govt ofRajarrhan or any 
Govt or non Govt educatonal institution or a University in minimum scale 
of pay of Rs 2600 4500/3000 5000 with sound knowledge of principles 
and practices in Womens Development and basic education with a 
minimum of 7 years experience in teaching/education administration' 
women s development 


3 Academic Officer/Associate 
Academic Fellow. 

Scale 2600 4500/3000 5000 
(two posts at headquarters) 

These officers will have role at 
responsible level in academic 
programmes and implementation ot Lok 
Jumbish Project in the held 


PAY FIXATION 


(2) Persons with expenenco ol work m voluntary agencies or autonomous 
organisations with expenence referred to at (2) above with minimum ot 7 
years expenence at senior responsible level Selected persons will be 
appointed on a contract basis on a consolidated pay which will be 
determined on the basis of experience and qualihcations and would be 
between 5000 7000 p m 

(1) Permanant employees of Education Departments of Govt of India or 
Govt of Rajasthan oi any Government or non government educational 
institution or a university in minimum scale of pay oi 2000 3500/2200 4000 
with sound knoi^ledge of pnnaples arnf practices in basic educatiort/ 
educational research/women's development/teacher education etc with 
minimum of 5 years expenence in teaching/educahonal administration/ 
women development 

(2) Persons with experience at responsible level in voluntary agencies or 
autonomous organisations of at least 5 years m areas referred to at (1) 
Selected persons will be appointed on a contract basis on a consolidated 
pay wich will be determined on the basis of expenence qualifications and 
would be between 4500 6500 p m 


Scales ot pay given in column No 2 are indicalive Suitable candidalaB may be considered for higher scale of pay Persons 
coming from Govt service, autonomous bodies and educational institutions opt 
for hyahon under Rajasthan Service Rules in the indicative scale of pay or 

for promotion to the next higher post in their respective service rules, in which c«m ttwir pay writ be hxed according to relevant 
provisions of Rajasthan Service Rules or 

to retain their scale of pay with deputation allowance according to Rajasthan Sarvice Rules 


CONDITIONS OF APPQMTMENI. 




The maximum age limit for posts in categones 1 and 2 is 50 years and m category 3 45 years 

For the present all appomtmants will be hll the end of may, 1904 Decttion regarding further extension will be made in 
Mandi 94 

Notwithstanding 2 above. Lok Jumbish Panshad reserves the nght to terminate contract/deputation on a month's notice 
The special benefit of promotion pay fixation etc is confined to the duratun of appointment in Lok Jumbish Panshad 
If a seleotad person receives promotion or increase in pay on the post on which he holds lien corresponding benefit will be 
given to him m Lok Jumbish Pqpshad 

All epphcants should sand tM«r applications through thoir Heads of Departments or Head of the Institutions 
While making appkcalions inlomulion should be furnished regarding 1 postapphedfor, 2 Name, 3 Father's/liusband's name, 
4 Dale of biilh, 5 SC/ST if appbcable, 6 Educational qualifications, 7 Presant scale of pay and place of posting, 8 Date 
smca present scale is drawn. 9 Date ol appoiniment. 10 Postal address 11 Signatures on application with date, 12 
Forwarding remarks of Hoad ot Department/lnsotution 

Applicatnn should be received in fiw office of Proiaet Oirecier, Lok JumWeh Parishad, P. O. Box No. 411GPO, Jaipur 
within 21 days of publicalion of this notification 

Proiaet Diraetor 
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W): Slock ornMitm cn^ «l time (t). 

S ; Rme of legeneraiion or deplelion 
or nuttial capitid depending upon 
US sign 

The two kinds of interventions for poverty 
allevuition being considered here result in 
consumption benefits, both nt the present 
and in future. Income genemtion is synony¬ 
mous to consumption benerit, since the sav 
mgs rate of the poverty class IS zero The pre 
sent value of these can be i epiesented by 


ax I 


J«»>f' 


dt 


- X losf 1 

d e. 

for watershed progmmme 

m 

«nd px + f (I- p )■” e * dt 

for NREF programme 


(I) 


( 2 ) 


It can be easily seen that the two income 
benefit streams are identical as long as the 
ICORs are equal and exactly equal to the 
inverse of the discount rate d On the other 
hand, if the ICOR under watershed pro 
gramme is lower than I/d and that under 
NREP IS equal or higher than I/d then the 
present value uicome benefits under water¬ 
shed programme is always hi^er The 
revene will be the case if ICOR under water¬ 
shed programme is higher than I/d and that 
under NRfcP hiwcr or equal lo I/o’ 


ltiskniwm,lKMWver,M4i^M^lSW^ 
tion III that vmietshed development pro¬ 
grammes are cruaally tUfferent Irom other 
interventions ai that they create the condi 
lions lor regenerating the natural system 
which IS then a source of future tonsump 
lion benefits A thud component of benefits 
accruing from such programmes u therefore 
Ihe saving in investment funds which would 
otherwise be required to reach the same level 
<of consumption in future. The regennaiion 
rale of natural capital under the watershed 
programme is specified as 

S - dSCOfl S(t|/K], 
whcie K IS a sunstaiii (I) 

Equation (i) implies that regeneration of 
the natural system, once it begins, perhaps 
with the cauivst provided by watershed 
management, follows a logistic growth 
path * 1 he rate of growth of the resource 
stock IS poutive ai first, readies a maximum 
and then decline* as the stock gets bigger 
The maximum is reached when S(t) ■ K at 
an infinite tunc, which is peicetved as the 
carrying capaotv of the environment I he 
miiial value o*' this stock is set to be 
K/(l f B) 

We assume that the initial investment of 
X would take the village economy from a 
low level of natural capital S(o) to its full 
carrying caparii> K In a sense X/[(K S(o|} 
X(l + B|/KB IS an average rate ol invest 
meni to reach K stalling from S(o) follow 
ing ihe regeneiaiion path given by equation 
(I) In the absaice of such an initial invest 
men! X, the akernative would be to keep on 
investing every year so as to arfest degrada 


TSOTWHBBin , 

Regenerated natural capital ihrouglt 
watershed approach is, in other words, a 
subsiilule (or fuiuit mvestmem in man¬ 
made capital 01 other asset creation to pro¬ 
vide inuHDC to rural poor The present value 
of saving ot investablc resources aitnbuiable 
10 this third component can be approx- 
imaied as 


Ik 


S(o) 


] S(0 


■» dt 


(4) 


I SHI I S I'KOSPK IS Ol (.iSINSIKOM 
V AllK,Mil) Puck kammi 


is Slot •‘'cseni vshic l omments 


u 

Vol 

SdMIlgS lioin 

iiivrsting on 
naiural 
s ipiul in 
luiuie al 
liihuied to 
warn shed 
prograinnw 


0 2S 

Jl n 

1 1)1 iiiirrased 

oso 

61b 

natural captial 

0 7' 

.’2i 

gap B, Ihe savings 

100 

100 

Irom whar would 

1 2S 

0 48 

have been spent 

1 SO 

0 22 

on legeneiaiion 

1 7S 

007 

decreases and at 

7 

002 

some high level 

3 

OIS 

of tiir gap. It even 

4 

0 IK 

becomes negative, 

S 

0 18 

thereby mcasui 
mg, aciually in 
creasing cosis to 
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SI Name and 

Source 

Nature of Fiojeci 

1 lives tmeni 

Relurr 

Remarks Impaii 

No Localton of 



( osi Per 

Gross or 


Project 



Hectare Rs 

N« (Rs Per 
Hectare) 


1 Jolgaon 

Saksena 

Water reservoir 


3,900 to 

B/c ratio 128 IPR 12 33 

(Maharashtra) 

(1989) 



5.000 


2 Ahmednagar 

Nawadkar 

Landshapmg, contour 


2,455 

B'c laiiu 103 inciease in nci sown area ot 

(Maharashtra) 

and Shaikli 

bunding, moisture 



14 pel cent 


(1989) 

conservation 




3 Ralegaon Sidhi 

Paulil988) 

Naia bunding, contour 

9.689 


increase in yield of lowar 100 per cent, bajra 

(Maharashtra) 

Alvk (1990) 

bunding, tanks 



50 per cent, drinking water available within 
100-150 metres of each household 

4 Naigaon 

Daiyc (1988) 

Percolation lank 

II 164 

212 

Increase m yield of 7 25 quintals Irom a base 

(Maharashtra) 

Alagh (1990) 

storage 



ol 1 2 quin'als 

S Tbipura 

SPWD 

Wstershed 

4,246 

3 764 

Doubling of bajia and lowai yields 70 

(MP) 

(I9g8) 

deveiopmem 



cioss bred cattle plan foi 2 lakh tim 

6 Kolar 

Singh, K 

Bunds graded 


1,970 

Increase in yield of giuundnui. 

(Karnataka) 

(1989) ' 

contours farm ponds 



figermillei pigeon pcs 

7 Sukhomajri 

Chopra 

Rainwater harvesiing 

22 2 21 

7,979 

Benef'is lo village* and lo governmem 

(Haryana) 

Kadekodi 
and Murt> 
(1990) 

Singh 

afforestation 



IRK of 19 per cciii 

8 Kandi 

I ivesiflck develupmcni 



Overall rale ol niuin 12 57 per leni rate ol 

(Punjab) 

and Singh 

soil conservation. 



It) forrsirs is ) per cent 


(1991) 

afforesiaiion 




9 Samiihed 

SPWD (1988) 

Afforestation 

1 son 


Returns in terms of ptaniaiion iih in water 

(Rajasilwn) 

Alagh (1990) 

caitle granng 



table and fodder in 312 acres of land 78,000 
vamplmgs planted 

10 Sikanderpu' 

Singh and 

Usar reclamaiion 

11 220 


255 days of gram requiiemenl lor a family plus 

and Kolpurva 

Bajaj (1988) 

project 



400 days of f tdder for a piir of animals 


Note The details regarding sources of these siudies are listed under rrferenics 
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A-6S 


Stock oF lutunl coptui 


K !• I trryiBf lapicity 


<- Path >1 lid iml iigcnfidiuiii with 
wildshnl iptrodili 


S(0) 


De* 

dppi 


ildiitm wiitioul drdtdshiU 
kIi 


lime III yrdi\ 


Using the expression (1) for S(t) this sav 
ing can be dethi.ed as 
X 

— |B (I I B) lop B| 

D 

The total gain under the water lied apinuat h 
would then be the direct iiKomt btneliis 
under expression (I) plus the social natural 
capital gam in cxpiessio' As long as iht 
present value total gam undei i watcished 
approach is at least as great as that under 
an NREP programme, the loi mcr approat h 
IS wrath considering to repliiate m different 
regions in the country 

Is watershed pre^ramme universal!) rcle 
vant^ It depends upon us icgcneiative poten 
tiai The savings of investment tost on 
natural capital regeneration attributable to 
watershed management, as shown in expres 
Sion (5) depends upon the gap between the 
carrying capacity K and the t unent state of 
nalund capital S(o) for higher is this gap, 
lower will be the savings m this investment 
cost, as can be seen from Table ^ 

As can be seen from Bible ^ (oi a ^riti 
cal. I e, disastrous natanti resource degrada 
lion, the watershed approach may not be the 
most suitable option But, lor marginally 
degraded hilly tracts and forest slopes, the 
watershed management with employ meni 
and empowerment can become a more viable 
option 

Conventional JRY/NRfcP type of rural 


development interventions are based on the 
principle of adding to assets or incomes. 
WalershrsI management programmes and 
natural resource base augmenting develop¬ 
ment rnterscntions which are designed to 
result m savings and investments as luiure 
mteivcntioiis This is the cssemc of sell 
sustaining strategies based on augmentation 
of iialiiial I apiUl I he present paper argues 
ihai, if natural capital regeneration follows 
d logistic path there exists a set of condi 
tions under which the latter kind of interveri 
non IS preferable. It appears that marginal 
ly degraded areas would benefit more from 
them in terms of saving in future investments 
and attaining then potential biomass and its 
sustenance More heavily degraded areas 
may require a different, perhaps multi 
dimensional and iruiU-disciphiiary strategy 
It IS worthwhile, m this context, to ex 
amine the agro-climatic regional planning 
approach I,dige tracts in the and- and semi- 
aiid regions of the country have been iden 
tified as appropnate for an integrated water 
shed management approach in the eastern 
plateau legion, for instance, 105 thousand 
bectares have been set apart for such an ap 
prom'h* The approach suggested m this 
papei lequires a further ranking between 
sub legions m this aone in terms of degree 
of degradauon Such a ranking would help 
m identification of less degraded areas where 
investment m natural capital augmenting 


degraded regions requite atber conventional 
kind of JRY/NREP programmes on a con 
tinual basis or major afforestation and soil 
conservation programmes as specific 
forestry and land management options 

INolf's 

1 OI Iht ouilay of Rs 1 son i lorc m i"'/i vz 
Rs 2,108 1 rare were or fRY Rs 1% 40 crore 
on IRDP and Rs I III irorr on the DPAP 
and OOP pioyrammes 

2 See Annexure XWII ol Ann i Report of 
Ministry ot Rural Devtlopmc it I*I9I 92 

3 See Daniwala (I98S), Dnze (1990) Hirway 
(1985) Mahaidra Oev (1990) PI (> J98M 
C H H Raoand P Rangaswaniv (1988) RBI 
(1984) Subha Rao(l9gS) and If MR (1984) 

4 Number ol Studies have shown riu logiial 
need lu link C PR and PPR at iiviiic See for 
example ( hopia and Kadekodi (I99(i> 

5 )oi a detailed dta.riplion of watershed 
regional charactcri'tics see Raiageipalan 
(Wl) 

6 foi a lesiew eif these programmes see 
Dhiasanarasana and Saslrs (1990) 

1 If ihc K OKs ate nut Ihc same in the two (iio 
giamines (hen also it is possible foi the two 
incesme siieams lo lie equal lor some lom 
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intiniuly many eomhinalions eil 

,®.i " P 

8 Using eqiialion (I) an expicssioii loi S(l) 

can he dedusedas S(t) ^ whuhi 

I ♦ Be ” 

a I igistic glow It path liii the naliii il capital 
where B (K Seo)) S(o( 

9 See Alagh (1990) foi the derails Ihe i,islern 
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THE SAKURA BANK, LIMITED 

^Formerly known as THB MITSUI TAIYO KOBE BANK, LIMITED) 
(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 



PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH. 1993 


Nolcf and Schedules to the accounts form an integral part of 
the Balance Sheet. 


As Pet Our Report of Even Date Attached 
Fbr P. C. HANSOTIA & CO. 

Chartered Accountants 
Sd/- 

(Ravi H. Vazitant) 

Partner 

BOMBAY 

Dated: June 30, 1993 


Schedule Year 
Ended 


(000*s omitted) 


Year Year 

Ended Ended 

31.03.93 31.03.92 

R$. Rs. 



266,295 194.350 


94,531 


213,041 


1. INCOME 

interest earned 13 

Other Income 14 

TOTAL 

II. EXPENDITI'RE 

Interest expended IS 

Operating expenses 16 

Provisioas and 
contingencies 

TOTAL 

III. PRfWIT/LOSS 

Net profit/Loss(-) 
for the year 
Profit/Loss (-) 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

Thutsferred to Head OfTa-e 
Balance carried over 
to balance sheet 

TOTAL 

Notes to Accounts 17 


Notes and Schedules to the accounts form an integral 
Profit and Loss Account 



63,556 


155,897 




part of 


For THE SAKURA BANK, LTD. 
Sd/- 

(S. Yhmamoto) 

General Manager 
A 

Chief Executive Officer in India 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI lAIYO KOBE BANK, LIMITED) 
(Incorporattd in Japan with Limited Liability) 

BOMBAY BRANCH 


Siiiifidiile 1—C«|»ilal 

Nominal Value of Sccunties 
Deposited with the Reserve 
Bank of Indu under 
Section 11(2) of the Banking 
Regulatioa Act, 1949 

Scbednle S—Reserves and 
Sotplns 

I. Statutory Reserves 
Opening Balance 
Additions during the year 

II Balance in Profit and 
Loss Account 

TOTAL (I and II) 

Sdirduir 3—Deposita 

I Demand Deposits 

i) From Banks 
ii) From Others 

II Savings Bank Deposits 
III. Ikrm Deposits 
1 ) From Banks 

ii) From Others 

TOTAL (I. II and 111) 

Schedule 4—Borrowings 

I. Borrowings m India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other Institutions and 
Agencies 

II. Borrowings outside India 

TOTAL (I and II) 


Secured borrowings included 
in I and II above—Rs. Nil 


SCHEDULES TO BALANCE SHEET 


(000’s omitted) 



As on 
31.03.93 
Rs. 


As on 
31 03.92 
Rs 




62 10,471 

51 7,691 

,820 38,217 


109,633 56,379 


75 2259 

18U42 175,639 

48,478 44,466 


M32.647 867,014 


1,762,542 1,089,378 



(000’s omitted) 



SdieduL* S—Other liabilities 
and ProvisiiMiB 

I. Bills Payable 

II Inter-Office Adjustments (net) 

III. Interest Accrued 

IV. Others (including Provisions) 

TOTAL 

Srbedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash m hand 
(including foreign currency 
notes) 

II. Balances with Reserve 
Bank of India 

i) In Current Accounts 

ii) In Othei Accounts 

TOTAL (I and II) 

Sdhednle 7—Balances with 
Banks and Money at Call 
and Shoit Notice 

I. In India 

i) Balance with banks 

a) In Cuirent Accounts 

b) In Other Deposit 
Accounts 

li) Money at Call and Short 
Notice 

a) With banks 

b) With other institutions 

TOTAL (1 and ii) 

II. Outside India 

i) In Current Accounts 
H) In Other Deposit Aocounu 

iii) Money at Call and 
l^ort Notice 

TOTAL (i, II and iii) 

GRAND TOTAL (I and II) 



200,000 


201,793 




260,931 


261,991 I26A2S 





552 

1,564 

202,345 

2207 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK. LIMITED) 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES TO BALANCE SHEET 



(OOO's omitted) 


As on As on 
31.03.93 31.03.92 

Rs. Rs. 


Sdiedule i—InveslmciitD 
I. Investments in India in 

i) Government Securities 

ii) Other appioved 
Securities 

iii) Shares 

iv) Ddbentuies and Bonds 
V) Subsidiaries and/or 

joint ventures 
vi) Others (to be specified) 

TOTAI. 

II. Investments outside India 
GRAND TOTAL (I and II) 

Stdiedule 9—Advances 
A. i) Bills purchased and 
Discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 

iii) Term loans 


II. Advances outside India 

i) Due from banks 

ii) Due from others 

a) Bills purchased and 
discounted 

b) Syndicated loans 

c) Others 

TOTAL 

GRAND TOTAL (C. I and 11) 



(OOO’s omitted) 


As on As on 
31.03.93 31.03.92 

Rs. Rs. 



TOTAL 

852.187 

625.646 

i) Secured by tangible assets 

M2.SOO 

380.342 

ii) Covered Bank/ 



Government Guarantees 

i 

- 

iii) Unsecured 

209,687 

245,304 

TOTAL 

852,187 


Advances in India 



i) Priority Sectors 

42,714 

42,376 

ii) Public Sector 

- 


iii) Banks 

- 

1 ^ 

iv) Others 

809.473 

i 583,270 

TOTAL 

852,187 

625,646 



Schedule 10—Fixed AssetK 

1. Premises 

At cost as on 31st March 
of the pieceding year 

48,038 

48,038 

Additions during the year 


- 

Deductions during the year 


- 

Depreciation to date 

(10.559) 

(7.441) 

II. Other Fixed Assets 
(including furniture and 
fixtures) 

At cost as on 3ist Idarch of 
the preceding year 

12,100 

12,403 

Additions during the year 

570 

502 

Deductions during the year 

(480) 

(805) 

Depreciation to date 

(7.472) 

(6,279) 

TOTAL 

42,197 

46,418 

Schedule U—Other Assetii 

1. Inter-Office adjustments (net) 



11. Interest accrued 

55,153 

25,217 

111. IlLs paid in advancc/tax 
deducted at source 

_ 


iV. Stationery and stamps 

“ 

- 

V, Non-banking assets acquired 
in satisfaction of claims 



VI. Others 

18,677 

9,538 

lOTAL 

73,830 

34,755 

Schedule 12—-Contiiigcnt 



Liabilities 

1. Claims against the bank not 
acknowledged as debts 



11. Liability for partly paid 
investments 



III. Liability on account of 

outstanding forward exchange 
contracts 

237,533 

41,693 

IV. Guarantees given on 
behalf of constituents 

149,986 

145,510 

V. Acceptances, endorsements 
and other obligations 

287,110 

398,224 

VI. Liabilities on bills of 
exchange rediscounted 

27,655 

- 

TOTAL 

702,284 

$t5An 
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THE SAKURA BANK, LIMITED 

(Formerly known a& THE MITSUI 1AIYO KOBE BANK, LIMITED) 




(Incorporated m Japan with Limited Liability) 





BOMBAl 

BRANCH 



SCHEDULES TO PROFIT AND LOSS ACCOUNT 



(OOO’i omitted) 


RXlO’s omitted) 


Year Ended 

3fear Ended 


Thar Ended 

Vear Ended 


31 03 93 

3103 92 


310393 

3103 92 


Rs 

Rs 


Rs 

Rs 

Sckedule IS—Intocsl Earned 



Schedule 16- •Operaling' 
Expenses 



1 Inteicst/ducount on 






advancca/bilb 

162,990 

107,016 




II Income on investments 

52,349 

34,140 

1 ftyments to and provisions 



III Interest on balances with 



for employees 

9,019 

7,950 

Reserve Bank of India and 
other mter-bank funds 

24.832 

21,336 




IV Others 

n 

2460 

II Rent, taxes and 




- , 


lighting 

1,108 

1,160 

TOTAI 

240,243 

164.932 


Schedule 14—Other Ineomr 



111 Printing and 
stationery 

617 

307 

I Commission, esichangc and 






brokerage 

8,927 

6,898 

IV Advertisement and 



II Profit on sale of investnKnts 
Less Loss on sale of 



publiaty 

33 

18 

investments 






nil Profit on revaluation of 



V Depreciation on bank’s 



investments 

Less Loss on (evaluation of 



properly 

4,537 

4,937 

investments 


- 




IV Profit on sale of land. 



VI Directors’ fees, allowances 



buddings and other assets 

Less Loss on sale of land. 

26 


and expeiBcs 

7 

6 

buddmgs and other 
asseu 

(238) 


VII Aiiditon* fees. 



V Profit on eschange 



and expenses 



transactions (Net) 

VI Income earned by way 

14498 

13413 

(including branch auditon) 

38 

38 

of dividends etc. from 
subsidianes/oompanies 
and/or jomt ventures 
abroad/in India 



VIII Law charges 

7 

6 

VII Miscdlaneous income 

2.739 

9,187 

IX Postages, telegrams. 



TOTAL 

26,032 

29398 

telephones, etc 

344 

372 

Schedule 15—Intefeal 

Expended 



X. Repairs and maintenance 

660 

394 

1 Interest on deposits 

11 Interest on Reserve Bank of 

93448 

71,723 

XI Insurance 

838 

307 

India/inter-bank borrowings 

1443 

1423 

XII Other expenditure 


2374 

III. Others 

2,141 

322 

2448 

TOTAL 

99,034 

73A72 

TOTAI 

19A76 

iijm 
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THE SAKURA BANK, LIMITED 

(Formerly known a» THE MITSUI TAIYO KOBE BANK. LIMITED) 

(Incorporated in Japan with I imited I lahilityl 

BOMBAY BRANCH _ 

SchediiJr 17—Nolm fvritun«t part of the arcouato for ikr year rodrd Slat March, I99S. 

Piinapal Aitounting Poliucs 


1 (kncnl 

Ttif aocompanying fuiaiKia! itaicmenk have tKcn prepared on historical coeii basis and conform to the statutory provisions and practices prevailing 
(n the count ry 

2 a) Revenue Recognition 

Items of income are generally accounted lor on accrual basis 

Expenditure are accounted on a rash basis except for Interest Payable, Bonus and { x gratia 

b) Net Piorii 

The net prorn disclosed in the Profit and Loss Account is after 
i) Provisions for Interest Thx and liKome Uu in accordance with the Statutory trquirrmenls 
u) Provision* foi doubtful advances 
III) Other usual and necessary provisions 

c) Head Office Administrative t-xpenses 

The branch has not debited HcadOffice Ad mimsiralive expenditure to its Pro fit and loss Act ouni but has claimed the same lor tax piuposes 
} Transactions involving Foreign Exchange 

I) Monetary assets and liabliities are transldted at the exchange rates prevailing at the close of the yeai 

II) Income and Expenditure items aie Iransialed at the exchange rates ruling on the dates of tlie transactions 

III) Id terms ol FI f)AI amilar. Profit or loss on pending forward contracts have been acquitted for 

4 Investments 

I) In Bccordanct with the guidelines issued by the Reserve Baiilr of India, the investments of the Bank have been bifurcated into “l^rmanent 
Investments" which are nmmally held upto the date of malunty and “Current Investments” -which need not be held upto the date of 
matutity In respect of permanent investments the difference between the redemption value and cost of acquisition of investment will be 
accounted for as Profil/Loss in the year of redemption In respect of current investments, the same are i^ued at cost or marker price 
whichever is lower 

ii) The total market value of quoted investments (cost Rs 568,117, py 376,412) is Rs 578,476 (py 420,998) 

5 Advances 

i) Provision for iloubtiiil advances haw been made to the satisfaction of auditors based on guidelines issued by Reserve Bank of India m this respect 
u) The bank hat not credited interest on advances classified as non performing to its uuome at spectfied in the guidelines issued by the Reserve 
Bank of India in this respect 

Ui) 'tovision m respect of doubtful advances have been made on a gross basis without considering tax relKf Such provisions have been reduced 
from advances 

6 Fixed Assets 

i) Premises arc stated at historical cost Other Fixed Assets are slated at original cost of acquisition including taxes, duties freight and tuber 
inctdemal oipenses related to acquisition and installalion of the concerned asset 
u) Fixed Assets are depreciated on the Reducing Balance Method over their esiimated fafe as determined by the Management The rates of 
depteciauon applied are higher than those presenbed in Schedule XIV of the Companies Act, 1956 except for computers for which the 
rale used is 36 9% 

7 Staff Benenu 

i) Ontuity and Superannuation Benefits 

The Branch has availed of Croup (iiatuily Scheme with I ifr Insurancr corpoiation of India m respect of payment of gratuity to all emptoyees 
other than expatriate employees and has also availed ol Employees' Gioup Superannuation Scheme for providing pension benefits to its 
officen, other than expatriate officers 

II) The amount of bonus payable to its emptoyees as per Payment ol Bonus Art, 1965 and ex gratia is fully provided for and Uiaiged to the 
Profit and Loss Account 

Notes forming pan of the Accounts 

Previous year’s figures haw hcin regrouped/iearranged, wherevri necessary 

Auditoia' Report 


Vlfe have audited the Balance Sheet of the Bomtmy Branch of The Sakura Bank, limited (formerly known as The Mitsui Tkiyo Kobe Bank, Luiutqd) 
as at 3lsl Maich, 1993. signed bv us under lereiencc to this report, and the idattve Profit and loss Account of the Bombay Branch of the Bank 
for the year ended on that datr 

in acoontance soth the pravisiOKS of Section 29 of the Banking Regulation Act, 1949. read with the provisions of sub-sections (I). (2). and (5) 
of Section 211 and subsection (5)orSe(7ion227 of the ( ompanies Act. 1956, the Balance Sheet and Profit and 1 oss Account together with the 
MXet thereon are not required to and are not drawn up in accordance with Schedule VI to the Companies Act, 1956 The accounts an; therefore, 

drawn up in conformity with Form ‘A and B’ of the Third Schedule to the Banking Regulation Act, 1949 
Wib report that 

(a) We have obtamed all the information and exphuiations which to the best of oui knowledge and belief were necessary, for the purpose of our 
audit and found them to be satisiactoiy, 

(b) The transactions which haw come to our notice haw been, in our opinion, within the powers of the Bombay Branch of the Bank, 

(c) In out opinion, proper books ol accounts as required by law haw been kept by the Bombay Branch so fat ss it appears from our aammation 
of those books, 

(d) The abow mentioned Balance Sheet and Profit and Loss Account of the Bombay Branch of Bank dealt with by this report are m agreement 
wHh the books of account, 

(e) In our opimon, and to the bat of our information and accordmg to the explanations given to us, the accounts together with the notes Uiereon, 
give tlK mformaiion required by tire C ompanies Act. 1956, in the manner so req uiied for banking oompames, and on such bans the said Balance 
Sheet gtva a true and fair view of the state of affairs of the Bombay Branch of the Bank as at March 31, 1993 and Pront and Loss Account 
gives a true and fair view of the Pront of Ihr Bombay Branch foi the year ended on that date. 

For P C HANSOriA A CO 
Chartered Accounianu 
Sd/ 

Bombay (RAVI H VAZIRANI) 

Dated June 10. |991 _ _ _^f*!**L 
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SPECIAL AR1WCLES 

. . " M l -' ' ■ ' . . .'■l.l. . . . . . . 

Economic Reform, Poverty '' 

and Migration in China 

IVltT IN«>lan 

China under Mao tifihllv controlled inter-regional migraiion through fio/udatiori registration and the rationing 
systems Since the early 1980s the extent of migration has mi reused enormously, so that t 'hma’s migrant labour 
market increasingly resembles that oj other large deeeloping lountrus 

This article is a preliminary attempt to analyse this new phenomenon in post reform f hiriu 


1 he cc)uilibrium or i ural poverty owes its 
iniractabiliiv to the relationship of people 
to land—to a population so numerous and 
dense in relation to land resources that, 
even when all share equally in the product, 
all are pcxir Succour of one sort Oi 
another was assumed to be the answer 
I he answei was, in fact, a mass escape 
from the area However unpleasant, 
urban poverty is a less comprehensive and 
a less stable and intractable form ol 
deprivation Industrialisation and the 
asscKiated urbanisation - the escape to 
urban employment have not usually 
been thought as wholesome as remaining 
on the farm In the prescription for 
human betterment there is no greater con 
stant than the belief that poor people are 
better off if they remain very poor but in 
the fresh an [Galbraith 1979, p 81) 

f'HlNA’s economic reforms since the 
mid-1970s have produced ronarkablc pio 
gress in reducing the number and propor¬ 
tion of people m poverty However, there 
remains a large number oi poor people 
concentrated in clearly identifiable 
regions There are laige problems in 
achieving further reductio'is m poverty at 
China’s ievei of development The Chinese 
government currently is re-thinkmg its 
strategy towaids poverty reduction in the 
1980s Its mam focus was on reducing 
poverty 1^ aiding impoverished areas to 
raise their level of development' Indeed, 
the government body charged with the 
task of poverty reduction in poor areas 
was called the ‘Leading Group for the 
Economic Development of Poor Areas’ 
Ljtlle attention was given to the contnbu 
uori that migration out oi poor areas 
might make to poverty reduction, and in 
deed,' long distance migration often was 
discouraged 

, TIfis paper argues that oui-migration 
has a potenuaily large role to play in 
reducing poverty, but considers that there 
are many special institutional barriers to 
migration m China It points out that the 
effects of increased out-migration from 
poor areas are not all beneficial, and that 


(.aretui attention needs to be paid lo ilu 
negative asfietts of a large imreaso in mil 
migration .Moreovei, it argues that mush 
of the iturcascd migration in < Inna lo 
date has octui red within rcLuisely well oil 
provinces so that the total inipaii ol 
migration upon pom areas should not hi 
exaggerated 

e hina umlei Mao lightly eonirolkd 
inter regional iiiigiation through the 
population registration (Tiukou’) and the 
rationing systems Sin<e the earlv 1980s 
the extent of migration lias increased 
enormously, so that C hina’s migrant 
labour market increasingly lesenibles that 
of other laige developing countries, 
though there are important country sfieci 
tic leatures In Irvmg to evaluate the irn 
plications lor poor regions ol this ini(K>r 
taut development, this paper examines the 
following issues (1) the impact of (.Tuna's 
reforms upon the dimensions and location 
of poverty in C hina, (2) the i cintiibution 
made by migration to poverty reduction 
in other places, (I) the supply of migrant 
laboiii, (4) the demand for migrant 
labour, and (S) the cllect ol migraiion 
upon regions from which migrants origi 
nate I mallv, it suggests some policy 
conclusions 

A prope: study of this nesv phenomenon 
in post reform China is in i ts infancy and 
information on many crucial aspects does 
not yet exist, at least m the public domain 
I his article is a very preliminary attempt 
to analyse this phenomenon 

CHINISI [lONOMIt Rikikmsano 
POV f-Kl Y 

I he bioad outlines ol China's political 
economy since the death of Mao Zedong 
in 1976 ate well known In the shai{>csi 
contrast to the former centrally planned 
economies of eastern I.urnpe and the 
USSR, the communist party m C'hma (as 
well as in Vietnam, I^os, Hurma and 
Noilh Korea) was not overthrown How 
ever, it did shill away trum toiaiiiananism 
towards a more rational, secular and pio 


lessional sislc ol govc'iiiiiK nt, much closer 
lo the autlioritaiianisin ol Ikiwan or 
Siiijih Korea in the I96(K and 1970s 
Under this sitoiig nationalistic leadership 
the ( hinese leadership pul into place an 
experimental, gradual leiomi process, apt 
Iv described as Toiuliuie stones to cross 
thi rise Ill ccHitiast to the 'one cut ol the 
kriile' siraiegy espoused by most reformers 
III eastern I iinipc and the tormei USSR, 
and by tiu sast body of advisors to the 
foimer sot lalM countries Huge advances 
were made in irniodiicing a i.ompetilive 
market etonomy Rural land use was 
dccolleclivisc'd, rural non farm enterprises 
shifted quickly lo independent operation 
and profit sc'cking, hi", thanges occurred 
in the management and organisation of 
state cnierpiises’ assets { hina was re¬ 
integrated into the world economy and a 
large propoiiioii of pi ices had been freed 
by the early 199(K 

However, the vast bulk ol industrial 
output still was prtiduccd in enterprises 
that were owned eiifiei by the state or by 
local communities farmland still was in 
local community ownership The ‘yuan’ 
was still not convertible and importers fac 
ed a battery of controls Planning con¬ 
tinued to play a key role m resource alloca¬ 
tion, with manv key prices still set by the 
state riie state at the ceniial and local 
level continued lo obtain a laige share of 
resources to use for common purposes, 
f oncepis of ‘lairness’ (‘gongping’) con¬ 
tinued to play an important role in na¬ 
tional policy making The Chinese 
guscrnmcni described its strategy as that 
of a ‘socialist market economy’ A 

The most important c nterion by whiol 
governments in all settings, but especiali- 
ly in poor countiies, are judged by the^ 
own populations is then success ih 
economic affairs, and particularly in pro¬ 
viding employment and raising incomes. 
In the former communist ccruntries in 
eastern Europe and in Russia, the relorms 
smee 1989 have produced desperately poor 
short-term economic result s C hina’s in- 
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vrefiic‘iii«i^ |i«in iiruuuv'cw uuc»i«iiuiitK 

economic Ikdvance over the course of a 
decade and a half ’ In the first decade or 
so of economic reform C hina ouipeilorm 
ed afanusi all devclopin)i countries in terms 
of output growth and expor t per lormance 
(‘Hible 1) Moreover compared both to 
most developing countries and to most of 
the reforming former Stalinist economics, 
It remained relaliv^tv unburdened by 
foreign debt and had at htevod fast growth 
with relatively low inflation ( hina’s 
system of authoritaiian poiiticat control 
enabled her, in contrast to most other 
developing countries, to be able to con 
trol population growth, despite the bulge 
in the repioduciiig age cohorts in the 
1980s Moretiver,despite aspectsin which 
inequality im reased sharply m the 1980s, 
China did well ai raising (he incomes of 
the poorest 40 per cent of tlie population 
This IS reflnted in ihe impiovement in 
already extremely favourable ‘basic needs’ 
indicators (fable I) f he iinprovemeiii n 
economic performance was achieve i 
through a sharp improvement in oveiail 
economic efficiency, reflected in the fact 
that the growth of output was acconi 
panied by an extraordinary surge in 
popular living standaids in the I9H0> 
(Ibbie 2) C hina’s economic performana 
in the 1980s was much better than that in 
the mu'' relevant comparatoi country, 
namely, India, and was vastly better than 
vinually anyone in the late 1970s could 
have hoped Were east I urope and the 
former USSR to achieve sompaiabie ad 
vanccs (beginning from a much higher 
base, of course) in ilu t990s, then 
reforms would be regarded as immensely 
successful 

A combination oi triiklc down from 
rapid growth and expluit goveinnicni 
policy to assist poor regions produced a 
remarkable reduction in poverty in C hina 
in the post Mao peiiod 1 lie World Bank 
has attempted to construct a constant 
poverty line lor ( hina fioni the late 1970s 
through to the late l98fK and estimates 
that the total n umbel in poveity fell from 
around 270 million in the 'ate 1970s to 
around 100 million only one decade later 
(Ikble 3) 

Local studies such as 1 yons on Fujian 
province confirm the huge achievcnieiit 
in the 1980s “|U]iiless Fuiian is grossly 
unrepresentative, China has indeed pro 
xcuied a war on poverty of remarkable 
(hmcnsions and certainly one deserving of 
greater attention than it has received >o 
date” [Lyons 1992, p 64) 

In sharp contrast, there is no doubt 
whaievet that the dimensions of poverty 
in the former Soviet Union have increas 
ed sharply in only a short period since the 
late 1980s, as the former political system 
collapsed, national product tell pteci 


pilUtlMJa miu, UI^VU Vii V/ «M- 

visors, policy makers attempted to make 
a ‘leap* into a market economy’ in India 
also there has been a rise in absolute 
povcily, the numbei growing from around 
100 million in 1970/7! to almost 340 
million in the late 19K(K (Minhas 1991, 
p I67S1 

However, the absolute numbeis in 
(xiverty m ( hina have declined little sini e 
the mid i98(K The mam body of the re 
maining pooi pirople in ( hina are ruial 
dwellers living fai from the mam centres 
of economic activity on the east coast Ac 
cording to the World Bank’s calculations, 
in 1989 over V per cent of the poor pco 
pic in C hina were located in (wo large 
regional concentrations in the north wesi 
(23 I per cent) and in the south west (29 2 
per cent) [World Bank 1992, p 37) The 
provinces with the highest proportions of 
poor pcopU were Gansu (34 per cent), 
Oinghai (24 per ccni). Inner Mongolia (24 
per cent) Shaanxi (20 per cent), Yunnan 
(19 pci cent), Xinjiang (19 per cent), 
Ningxia (19 per rent), Guizhou (18 per 
cent), Shanxi (17 per cent), and Henan (17 
per cent) [World Bank IW2, p I"*) None 
of these provinces was coastal, and most 
ol them weie in remote inland parts of 
f'hina 

The World Bank summansed the loca 
tion of (he remaining regional concentia 
lions of poverty as follows “China’s worst 
remaining poverty is concentrated in 
remote and mountainous areas where, in 


IIHinkl un;«i«vw umiu wwiimimnii 

IS particularly tewre, and limited trans¬ 
port, power and o’tlKr rural infrastructure 
constrain development Minority peoples 
and members of households disadvantag¬ 
ed by illiteracy, ill health or other 
disabilities constitute a disproportionate 
share of these poor” [World Bank 1992, 
p4l] 

Despite large increases in average in¬ 
come in China in the l98Qs, and much 
evidence to show that even the poorest 
areas in China experienced considerable 

Tam I 2 C HANCiFS IN SlANDARO Ol L|VIN(> 
IN C HINA, 1978 89 



1978 

1989 

Index ol real pc consumption 

100 

VIO 

Consumption pc of 



Oram (kgs) 

196 

242 

Edible oil (kgs) 

16 

54 

Pork (kgs) 

77 

156 

Fresh eggs (kgs) 

20 

60 

Sugar (kgs) 

34 

54 

Cloth (metres) 

80 

116 

Ownership of consumer 



durables (ito/lOO people) 



Sewing iiMchines 

3 S 

12 2 

Watches 

85 

501 

Bicycles 

77 

32 8 

Radios 

78 

23 6 

TVs 

03 

149 

Housing space pc (sq metres) 



Cilies 

36 

66 

Villages 

8 1 

17 2 


Soun-f /C.TJ/Y 1990, pp 4<MZ 


IaHII I (OMIAHAIIVI [ CONOMK Pl Kl OKM ASM I Ol ClIINLSL I CONOMV IN THI I980s 



China 

India 

low 

Income 

Countries* 

Middle 

Income 

C ounincs 

Average growih rail 1980/89 (per tent) 

t.DP 

91 

53 

1 4 

29 

Agiiiullurt 

6 3 

2y 

2 5 

26 

Indusliv 

126 

69 

3 1 

30 

Services 

91 

65 

44 

28 

Astiage annual leal growth rad of xporis. 

1980/89 (pel sent) 

II S 

58 

08 

55 

Average annual growih rale oi population 

1980/89 (per ceni) 

1 4 

2l 

21 

2 1 

Average annual lair of inflaiion, 1980/89 

(per cent) 

5 8 

7 7 

14 9 

73 0 

Debt service as per cent of expoiis ot 

goods and services 1980 

46 

9 1 

114 

261 

1989 

98 

26 4 

a7 4 

23 1 

Index of average pc food consumpiioii. 

l987/8«> (1979/81 - 100) 

128 

113 

103 

101 

Daily calorie intake pc l%5 

1931 

7103 

I960 

2482 

1988 

2632 

2104 

2182 

2834 

Ciude death rate (iio/IOOO) I96S 

10 

70 

21 

13 

1989 

7 

il 

13 

8 

tnlant mortalily rale (no/IO(X)) 1981 

71 

121 

124 

81 

1989 

30 

95 

94 

SI 

1 lit e\)ieiiancy ai hitih (years) 1981 

67 

52 

50 

60 

1989 

70 

59 

55 

66 


/Viire * ( xcludmg India and China 
Stwne tVorld Bank 1983 and 1991 
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mooim gromn (see e g. Noitti «Mi Sender 
1992, and Lyons 1992), growth rates of 
income in well located, mainly east coast 
regions were much faster than in other 
areas In the late 1980s there svere large 
regional income differences (Table 4) 

Income levds in the better-off east coast 
provinces such as Jiangsu and Zhejiang 
were more than double those in the most 
impoverished hinterland provinces, of 
which the poorest was Gansu in noith 
vwst < hina (fable 4) Moreover, in the 
nchesl parts of these better-off provinces, 
incomes were much above the provincial 
average Average niial income in the 
suburbs of a city in i rich cast coast pro 
Vince could be as much as 10 times that 
of an impoverishc<* lounty in the hinter 
land (lablc 4) Howt < t even within rich 
jnovinces thert Kiiiained pockets of 
poverty loi example, in rich coastal 
Jiangsu province tlit average per capita 
income of rural dwellers in the northern 
prelectuieol Huiyin (population around 
II million) was only aiound two thirds 
of the provincial average, and around one 
third of that in the Shanghai suburbs 
(itself situated within the Jiangsu pro 
Vince, though administered separately) 
Moieovei within that prefecture there 
were some counties, such as Shuyang 
(Table4) (population < ^ million), with in 
come levels much below the average lor 
the prefeclure 

Broadly speaking, it is much caster for 
a government to impiove poor peoples' 
Physical (Juiltlj ol Life indicators 
(PQl I) than it is lo laise then incomes 
The provision if improved health and 
education tor poor people are relatively 
cheap and easy to piovide compared to 
the complexity and expense of raising m 
comes lor the pemr In India, for exam 
pic, the PQl I indnatois have improved 
sharply since the 1960s,^alongside a use 
in the number vif people below the poverty 
line Most Aliican countries have seen an 
improvement in their PQl I since the 
I96<K, alongside widespread declines in 
real pet capita income In China also, 
building on the improscmcnis of the 
Maoist pertoo, ’cvels of PQl I provision 
for poor people by the late 1980s were 
high for the level ol income'' One conse 
quence of this was that many poor areas 
had achieved relalivelv low death rates, 
but the lagging levels ol income and 
employment had left birth rales and 
natural population growth much above 
the national aveiagc (lablc 5) 

MKiRAIION AM/ PC'VIRI Y IN OlHLR 
C (»N'I-XI> 

Migration has played a major part in 
economic life of all economies undergoing 
economic development Well studied ex 


amples of Riigniioii of people away from 
poorly located areas lo fast growing ones 
with greater job opportunities range from 
Britain during the Industrial Revolution 
to India in the past few decades In any 
setting in whic h the government has little 
control over migration, economic develop 
mcni and large amounts of migration out 
of pewr regions are inseparably linked in 
the long run all ol the advanced capitalist 
economies have moved towards high 
average national incomes with large area* 
of relative backwardness with low popuU 
tion densities from which migrants have 
moved These langc from the Highlands 
of Scotland, the Apjialachian Mountains 
in the US to tnc Mezrogiurno in Italy 

In the 19th c entui y in the indusmalisuig 
countries of f uropc, fast growing regions 
witnessed a large migration of rural 
dwellers Into urban eniploymcnl and 
kinger distance migration of people liom 
slower to fasici growing areas within the 
national economy^ large intrinaticmal 
emigration, of'en irom relatively poor 
areas within the advanced capitalist cuun 
tries occuned m the late IIRh and eariv 
20th century It is estimated that around 
S2 million people left Luropc between 
1815 and 1910 |Baines 1991. p 9] One 
sinking example ol this was the huge 
emigration (totalling over seven million 
between 1815 and 1910) [Baines 1991, p 9) 
of pool people from Ireland in 19th cen 
tury to mainland Britain and to ‘lands of 
recent settlement’ This led to a large tall 
in Ireland’s population, from 8 2 million 
in 1940/41 to 4 4 million in 1910/11 
[Mitchell 1971, p 747] 

An important chaiacteiistic of migra 
lion as a contribution to the reduction of 
poverty is that it is a relatively costless 
strategy for the national government “It 
has only raiely required the active in 
tervention of governments More often it 
has needed only their acquiescence and, 
most often, in recent times, only their 
non vigilance It has placed no strain on 
the capacity lor public action of the poor 
counlncs" [Galbraith 1979, p 98] Rais 
ing incomes for large populations in jxior 
regions mav be a much more expensive 
way for the national economy to reduce 
poverty 

hvaluation of this phenomenon is com 
plex in principle it is necessary to 
distinguish the costs and benefits to at 
least three different groups (1) the nation, 
(2) the region which is receiving the 
migrants. (3) the region from which the 
migrants originate, distinguishmg between 
the effects on the migrants themselves and 
on the region as a whole The focus of this 
paper is upon the imjiact on the region 
from which the migrants onginate. Despite 
extensive studies in different countries 
there ts considerable disagreement over the 


impact ol migration upon the icgKNi froni 
which migrants oiiginate.’ Both ‘spread’ 
effects, which benern 'he sending region, 
and ‘backwash’ effects, which may harm 
It, can be identified in principle (Myrdal 
1937[, and it is necessaiy to examine 
carefully the evidence for any partauiar 
< ase befene reaching a conclusion about 
Iht net inipacl of migration 

ISHII J DiMINSIONOI I^IVlini IN( HINA. 

I97S90 



1978 

1983 

1990 

loial popiiidtioii Ini) 

961 

1059 

1143 

lliban 

172 

231 

102 


(17 9) (21 7) (26 4) 

Rural 

790 

808 

841 


(821) (761) (736) 

Average per capita 
liKoinr (1978 yuan! 
Urban 


5S7 

685 

Rural 

I’ioveriy line (current 

114 

124 

319 

yuan/year) 

Urban 


713 

319 

Rural 

98 

190 

275 

incidence of povcriv (million) 



Total 

270 

9/ 

98 


(280) 

(92) 

(86) 

Urban 

10 

1 

1 


(4 4) 

(64) 

(04) 

Rural 

260 

96 

97 


(110) 

(119) 

(II 5) 


Nom Afiei three years of aj^reni sugna 
lion in real rural pet capita consump 
Hon, a substantial further growth oc 
cuned in 1991 (SSB. /Of JZY. 1992. 
p 42) HmI the 1991 data been made 
available to the World Bank, it is like 
ly thai there would have been some 
(unhei reduction reported tn rural 
poverty 

Figures in brackets aie penentages 
hounr World Bank 1992, p v 

lABir4 RfC/IONAI Diiiirini ISInAvIR/SC/C 
Pl-R C APIIA Rurai Ntl |N( OMl. 1990 

vt'iw/l) 


C hinad) 610 

Baling suburbs!I) 1261 

Shanghw suburbs! I) >665 

Zhejiang province(l) 1043 

Jimgsu province(l) 8S4 

wiikm whfch 

Wuchang city suburl>s(2) 2001 

Changshu nty subuib^2) 1856 

Huiyin prerectuie(2) 374 

wilhin whuh 

Shuyang oouniy(2) 337 

Gansu province! I) 399 


(1989) 

wrtkm wkuk 

Linxia Hui autonomous prrteciure(3) 273 

(IW) 

mntkin wkuk 

Dongxiang autonomous couiiiy(3J 216 

(19891 


Sources (I) SSB ZGNCTJNJ, 1991, 207 

(2) SSB(JS) JSTJNJ, 1991, 314 13 

(3) SSB OSTJNJ, 1990, 710 
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liUFPLY OF MIGRANTS 

Adminisimtive controls: Prior to the 
1980s tight constraints were exercised over 
migration, cxpccialiy from rural to urban 
areas. Indeed, by the late 1970s China’s 
urban population was reported to be just 
18 per cent of the total population 
(Banister 1992, p 17], compared to 24 per 
cent in lower middle income countries and 
45 per cent in upper middle income coun¬ 
tries (World Bank 1983, p 190). China’s 
level of urbanisation was on a par with 
impoverished African countries. 

In the 1980s ofricial attitudes mostly re¬ 
mained hostile to migration. A major part 
of this hostility was connected with the 
fear of urban insubility should large 
numbers of people flood into the cities. 
The government retained the official 
residence registration system, known as 
the hukou. Moreover, central government 
policy contimred to be shaped by a philo¬ 
sophy that regarded it as undesirable that 
agricultural land even in high cost, mar¬ 
ginal areas, was left to go uncultivated due 
to migration: “(Tjhe prevailing official at¬ 
titude seems to be that China has so little 
cultivated land that all of it must continue 
to be tilled, even the poorest agricultural 
land. So, for example, instead of rejoicing 
when residents of poor mountain villages 
spontaneously move to nearby developed 
plains, the semi-offunal nriedia laments the 
^Miidonment of the formerly cultivated 
mountain fields” (Banister 1992, p 22]. 
Rates of officially registered permanent 
migration across provincial teundaries 
and into cities did not rise markedly in the 
1980s (Banister 1992]. 

in the late 1980s, limited re-settlement 
schemes began to be experimented with 
inside north-west China on the lower 
plateau. These appear to have been quite 
successful in raising the incomes of the 
rural dwellers who were re-settled. How¬ 
ever, in oixter to raise migrant farmers’ in¬ 
comes it was necessary to provide farm in¬ 
puts, notably electricity for pumping 
water, at heavily subsidise prices [World 
Bank 1992, pp 79-80]. 

De facto controls over migration relax¬ 
ed sharply in the 1980$ as a consequence 
of the reforms. The main factor was the 
rapid growth of a free market in food, 
since control over access to rationed food 
had been a major instrument of previous 
control over migration. In addition, the 
growth of a market economy and removal 
of ceilings on personal incomes provided 
much enhanced personal incentives to 
migrate Improved incomes increased the 
ability to do so. Moreover, the fiscal 
decentralisation and growing responsive¬ 
ness of local governments to local interests 
increased the incentives of local govern¬ 
ments in relatively poor areas to en¬ 
courage migration in order to help reduce 
poveny locally. 
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utmenstonsr. In the late 19608 the number 
of temporary' migrants gready exceeded the 
number of permanent migrants. The size 
of the 'floating population’ grew rapidly, 
with perhaps as many as 70 million, main¬ 
ly rural, migrants in this category 
(Banister 1992, p 20]. However, a large 
number of the 'temporary’ migrants have 
already been living for several years in the 
place to which they have migrated, recall¬ 
ing Galbraith’s comments on the 'tem¬ 
porary’ nature of much migration else¬ 
where: “There is an elaborately cultivated 
illusion that the migrants are only tem¬ 
porarily present, will never beconre full 
members of the community, and must one 
day go home’’ (Galbraith 1979, p 104]. 

The phenomenon of *blind’ migration 
of large numbers of rural dwellers was 
widely recognised both by policy-makers 
and ordinary urban citizens who encoun¬ 
tered migrants at every turn. Their pres¬ 
sure made itself felt in striking fashion 
with huge crowds milling around railway 
stations in large cast coast cities. 

The number of long-term migrants also 
grew rapidly, but was much smaller in 
total. The Pearl River Delta (narrowly 
defined) in 1989 was reported to have 2.2 
million migrant worlrers, the \hngzi Delta 
had 1.7 million, and the Bohai coastal 
area had 1.8 millior\;^migrants (Research 
Group of Migration 1989, p 15]. These 
were large numbers in absolute terms, but 
small in comparison with the total rural 
labour force even in poor areas. 

Geographical Origins: The market for 
long-distance migrants is imperfect in any 
country at the best of times, with poor 
availability of information about job pro¬ 
spects and relatively high search costs. 
I^pite this, major waves of long distance 
migration by poor people have occurred 
regularly. 

|or a country at its level of iticome, 
China’s 'poor areas’ in the 1980s had a 
high level of access to modem means of 
communication. Fbr example, even in im¬ 
poverished Gansu province there was an 


average 01 w iv sets per iwnmnenoHu 
in 1990 (SSBfZGTJNJ) 199), p 305). 
Compared to other countries and to 
earlier experiences of industrialisation, 
China’s poor areas had a much better 
awareness of economic developments in 
more advanced parts of the country. An 
important part of the reason for the burst 
of migration in China in tlie late 1980s 
was the explosive growth of output and 
employment prospects associated with tlie 
very high pace of growth of investment 
and output in the eastern coastal pro¬ 
vinces of China. Such rapid growth, about 
which there were constant reports in the 
mass media, gave high hopes to potential 
migrants that they might obtain employ¬ 
ment there. 

However, a key part of the migration 
process in almost all cases elsewhere is the 
chain of information, and the security 
provided by a network of connections 
from the place of origin; “The mt^t im- 
porunt characteristic of regional emigra- 
tion...is continuity. Once emigration from 
a particular region was established it tend¬ 
ed to be hi^” [Baines 1991, p 33].* 
Moreover, it is by no means the case that 
emigration has typically tended to be 
highest from the poorest regions (Baines 
1991, p 35]. Anecdotal evidence from 
China in the 1980s suggest that 'chain’ 
migration is as much a part of the story 
there as it has been in other countries. In 
Beijing well known examples of chain 
migration are female domestic helps, who 
mostly come from a single moderately 
well off county in Anhui province, and 
carpenters, who mostly originate from 
Zhejiang province, in which rural incomes 
arc higher than anywhere dse in China. 
Among the most ubiquitous migrants are 
those from the thriving coastal region of 
Wenzhou, also in Zhejiang province. They 
are such determined migrants that there 
is now a large community of tAfenzhou 
craftsmen in Ihris, who mostly wait there 
in the 1980s. Baines’ arudysis of migration 
rates in different British countws in the 
19th century found: “[0]n average peo¬ 
ple in some counties were more likely to 


Tabi e 5: Income and Oemockapmy in Shanuhai. and in Rich and Pook Areas of Jiangsu 

Province. 1990 


Area 

Average Per 
'Capita Rural 
Income (Wan) 

Death Rate 
(No Per 1000) 

Birth Rate Natural Popu- 
(No Per 1000) iation Growth 
Rale 

(No Per 1000) 

Shanghai 

1665 

6.6 

10.3 

3.4 

Jiangsu province 
mthin which 

884 

6,5 

20.5 

14.0 

Wuchang city suburbs 

2001 

5.8 

15.0 

9.2 

Changshu city suburbs 

1856 

5.5 

li.S 

6.0 

Huiyin prefexiurr 
within which 

574 

5.1 

25.8 

20.7 

Shuyang county 

m 

4.3 

52.4 

48.1 


Sourer. SSB(JS), JSTJNJ, 1991. 469 and 514-15. 
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emigrate than people in other counties 
even when the material benefits of emigra 
non were the same for both groups’* 
[Baines 1991, p 36] it is well known that 
a large fraction of overseas Chinese before 
1949 originated from a small number o( 
counties in the south C hinese province of 
Guangdong 

Much migration to more rapidly grow 
ing east coast areas was from within the 
eastern provmces themselves, mostly from 
the poorer parts of these provinces'* 
Moreover, considerable migration, often 
over long distances occurred within the 
poor provinces themselves However, the 
demand for migrant labour was growing 
much more rapidly in the cast coast pro 
Vinces than in the poor provinces or in ad 
vanced areas of the central ( hinesc pro 
Vinces such as Sichuan 1 arge numbers 
of migrants vwre, indeed, moving out of 
poor provinces in search of employment 
hundreds oi o«ii thousands of kilometres 
away Rough estimates bv officials involv 
ed in anti ptwerty work suggest that in 
1991 around six million people migiaied 
out of Sichuan province, around three 
million from Henan, and around three 
million also from Gansu (personal com 
municaiion, 1991) As many as 20 million 
migrants may have made the trek from 
western to eastern f hina in search of 
employment in 1990 or 1991 
Personal Background In common with 
other developing countries, the majoritv 
of migrants were young, single males 
Howevei, in absolute terms female migra 
tion was important and may have been 
growing as a share of total migrant 
employment In certain sators females 
dominated, notably domestic help 
(‘baomu’), assembly work in the special 
economic rones, restaurant work and, 
self-evidently, in prostitution " The mam 
body of long-distance migrants from in 
land China were poorly educated, relying 
mainly on physical strength to ensure 
employment [Research Group on Migra¬ 
tion 1989, p 21] 

Organisation Unlike the situation in most 
other developing countries, a segment of 
long distance migration from poor areas 
in China went through official channels 
Local authorities, e'pccially township 
governments, in poor areas often helped 
organise migrants, giving them training 
courses and information about job oppor 
tunnies, in the belief that their migration 
would bencfll the local community More 
over, the central government has played 
a role in organising long distance migra 
non in poor areas, though the bulk of this 
has been within provincial boundaries 
For example, 70 pei cent of officially 
organised migration ol Gansu’s poor pen 
pie between 1986 and 1990 was to other 
locations within the province However, 
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the vast bulk of migration has been under¬ 
taken through private channels 
Ijind C oniimti C hina s 'land reform' of 
the early f980s lesulted m virtually equal 
pet capita allocations ol farmland con 
tracts within most villages ‘ t oust 
quently C hina has nciihii a landloid nor 
a landless labourei class Almost all 
C hina s rural migrants possess a form of 
property ownership in farmland (albeit 
with ambiguous legal definition) in their 
native village I his sharniy diffeieniiai,.s 
migration in (. hina from a large poition 
ol migration in non socialist developing 
countries 

Dl MANO fOH MKiRANI 1 ABIU R 

Demography Ixonomii Growth and 
IMhour Market I he regional inipaei of 
C hina s main demographic changes since 
the 1960s ha' been uneven \(ioss the 
whole of ( hina mortality rales havi lallcn 
to low levels except in pockets of extreme 
poverty, but birth rates in poorer areas 
took longer to fall and still aie mostly 
above those in rich areas (Table S) ( on 
seqiientlv rale of growth of ihe working 
age population has become quite uneven 
with faster growth rates in the poorer parts 
of ( hina than in the more industrialised 
regions 

( hina’s economic reforms in the 1980s 
enabled east coast regions to enjoy much 
highei tales of output growth than inland 
provinces, and thev ire likely to continue 
to grow at much faster rates in the fore 
seeabic future. Under competitive condi 
lions, one would expect a rapid growth in 
demaiKl in rich areas for migrants from 
poor areas In the absence of institutional 
interventions one would expect strong 
pressure for the east coast provinces to 
continue growing along the ‘Ijrwis’ path, 
with a bias in factor intensity towaids 
labour intensive techniques as migrants 
fiom poorer areas help to keep down real 
income growl h in more advanced areas 
Under competitive conditions high rates 
of labour absorption m the advanced 
areas would lead to sustained growth in 
demand for migrant workers from poor 
areas Foi;a long period to come it might 
k: expected thkt China’s ‘dual economy’ 
wouiri be steadily errxied as labour was 
drawn out of the less industrialised 
regions into the more industrialised ones 
However, the demand for labour in ad 
vanced areas in (hina is affected bv 
several important institutional peculia 
rities discussed below 
Agritullure < hina's agricultural reforms 
of the 1980s did not establish pnvate land 
ownership but rather, local community 
ownership The purpose of this arrange 
ment was to prevent the emergence of 
landlordism The local community rather 


than a tandloi d class is the mam redpicat 
of that part of Ricardian rent which does 
not remain in the hands of individuid 
peasants through a variety of charges 
made for land use There are numerous 
examples ol village communities in ad¬ 
vanced areas deciding to subcontract their 
Liid 10 groups of migrants from poor 
dicas lot example, there were in 1988 m 
the Beijing suburbs around 70,000 pea¬ 
sants growing vegetables under contract 
on community-owned farmland [Research 
(iroup on Migration 1989] However, 
micn> level data suggest that such subcon- 
tiactiiig IS still not on a widescale Forex- 
ample. a study ol 10 villages in /hejiang 
piovmce showed that less than S per cent 
if migrants were working in agriculture 
[Rural Polity Research iJepartment 1988, 
pp 28 30] 1 oral coininunitics in neh areas 
apjx’ai reluctant to grant j<imanent nghts 
of settlement to migrants for fear that this 
will impose a long term burden on welfare 
resouices There is also a fear that 
migrants who cultivate land feu a long 
period might gain de facto ownership 
rights and be haid to evict in the absence 
ol clearly defined private piupeity righli. 

fhese feats do not afleci the demand 
lor migrant workers who work is agricul 
tural hired laboui Demand lot agricul 
rural labour fluctuates hugelv depending 
on the season, with the peaks bang 
especially marked unda mulUpie croppuig 
systems The availability of cl^p migrant 
labour encourages farmers in richer areas 
to substitute labour for capital in order 
to mea peak season demands There was 
considerable growth of migration of 
seasonal hired labour in the I98(K but it 
IS hard to estimate Its extent Unlike many 
pool countries such as India, ( hina dexs 
not have legislation to‘protect lural hired 
labour by attempting to set minimum 
wages, nor have attempts been permitted 
to organise migrant labourers into trade 
unions In othei countries such well mean 
ing attempts to protect the rights of 
migrants have frequently backlired by en 
couraging ‘c apitalist' farmers to substitute 
capital lot labooi thereby slowing down 
the growth in demand for migrant labour 
( learly this docs not apply to C hina 
Village govcrnmcrii in post reform 
( hina remains very niuih alive in ricbei 
areas the main source ol finance for com 
munity government is pnitits from lioom 
ing community owned non farm enter 
prises Rather than maintain public in 
frasiriicture facilities through direct 
labour contributions from iexal peasants, 
a common practice since the reforms has 
been lor richer commuriiixs lo employ 
specialist gangs of peasants from poorer 
commu lines to build and maintain irriga 
non facilities The quality of such work 
can be muc h mure easily monitored than 
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can other types of farm work and the 
relatively high incomes that local peasants 
can earn in other activities make this a 
rational arrangeincii> from their point 
of view. 

State /ntJusirv ( hin.i’>. stale cnierpri.se 
employees have constiiuied an ‘aristocracy 
of labour’ since the ly.'iOs, with lifetime 
security of teiiuie and higher average in¬ 
comes than other sectors. No fundamental 
change occurred in the I9tt0s. Although 
employment in this sector grew relatively 
slowly in the 1980s (2.8 per cent per an¬ 
num. 1980-1990) ISSB(ZGlJlilJ) 1991, 
p 9SJ, its huge absolute si/.e meant that 
around two- thirds of the total increase in 
registered employment in China’s urban 
areas came from state enterprises. A large 
part of the increase in employment in the 
slate sector in the 1980s came from ‘con¬ 
tract' workers who had infenur conditions 
of employment to ordinary workers in 
state ciiieiprises." While poor migtam 
labourers may have had some possibility 
of ernployniem in this .sector, it is unlikely 
that they made up a large part of the 
employment expansion, since their level 
of education was generally too low, and 
priority was still given to tlie relatives ol 
existing employees in state enterprises in 
allocating new jobs. Indeed data on total 
recorded employment expansion in Chinese 
cities in the 1980s shows that peasants in 
general, let alone those from the poorest 
area.s, obtained only a small share of this 
employment ( Fable 6). 

Rural Collective Enterprises- Throughout 
the 1980s community-owned enterprises 
constituted the most important part of the 
rural non-farm sector's capital stock and 
continued to produce the major part of 
this sector's output. It operated mostly 
under contract systems arranged between 
the community’s asset management agen¬ 
cies and the entcrpri.scs’ operators, with 
profit as the mam component of the con¬ 
tract. Output from the sector grew ai an 
extremely rapid rate, especially in well 
located areas, and its products started 
rapidly to penctralc world maikets This 
sector absorbed new labour at a more 
rapid rate than did the state sector (around 
6 per cent per annum in the late 1980s) 
jZGJJNJ 1985, section 5, p 19 and 
/GJJNJ 1989, section 5, p 15]. 

However, there is much evidence that 
rural community-run enterprises behaved 
like true co-operatives, restricting employ¬ 
ment from outside the local commumtv 
in the inieresLs of maximisi ng income fo: 
co-operative members. Even in the most 
advanced rural areas where community 
enterprises expanded especially rapidly, 
migrant labourers constituted only a small 
proportion of total employment in this 
sector.'* This led Ircqiicntly to tighi 
labour markets in the rural non-farm sector 


in tii«e areas and often to the premature 
substitution of capital for labour in com¬ 
munity enterprise and a switch away from 
labour-intensive productioa 
Private Enterprise. The moa rapid growth 
of employment in advanced areas in the 
IttSOs occurred in the private sector. In this 
sector market forces had a strong impact 
on demand for migrant labour. 

In the cities formally recorded employ¬ 
ment increased from negligible levels to 
around seven million at the end of the 
1980s [SSB (ZCJTJNJ) 1991, p 95), and in¬ 
cluded such numerically important occu¬ 
pations as domestic helps. However, the 
number of people who worked in cities in 
the non-recorded ‘informal’ sector pro¬ 
bably exceeded this figure by a large 
amount. Such activities incorporated a 
wide range of ‘employments', including 
open begging, robbery, labour intensive 
transport of goods, street trading and ven¬ 
ding, restaurant service, and prostitution. 

Much larger numbers of people were 
employed in the private sector in the rural 
areas. The share of the private sector in 
total rural output remained small due to 
the small amounts of capital typically 
employed in these enterprises. However, 
the share of this sector in total rural non¬ 
farm employment exploded. By 1988 it 
had reached 47 million compared to 49 
million in the community owned sector 
IZCiJJNJ 1985, section 5. p 19, and ZGJJNJ 
1989, section 5, p 15J. There were reported 
to be in the late 1980$ around 17 million 
tiny private or quasi private enterprises 
with an average of just three to four 
workers in each [ZGJJNJ 1989, section 5, 
p 15). ft can be imagined that this sector 
included a wide range of activities. Little 
protection was given by the government 
to the workers employed in this sector. 
Wages and conditions of swirk in these 
types of enterprises were probably among 
the poorest in the rural non-farm sector, 
frequently, of course, involving self- 
exploitation by families themselves. 
However, this sector provided larger op¬ 
portunities for migrant employment than 
most other parts of the rural non-farm 
economy. 

Those highly developed parts of China 
in which the private enterprise played a 
dominant role in the rural non-farm sec¬ 
tor, such as Wenrhou, were more likely to 


have low institiftionat resmctioti on me 
kmg-tatn employment of tnjgnuit workm. 
Construction: The construction sector 
grew rapidly in the 1980s, waxing and 
waning in its demand for labour with the 
fluctuations in the pace of capital invest¬ 
ment. Much of the demand for employees 
came from the state sector but was 
mediated through a contract system in 
which rural migrant workers played an im¬ 
portant role. Rural construction workers 
were typically organised in gangs run by 
village governments. The number of rural 
employees in the construction sector rose 
from under three million in 1980 to over 
IS million in 1990 [SSB 1990, p 113). A 
part of this undertook local rural con¬ 
struction, but much of the work was in 
cities on state projects. In Guangdong 
province, for ecample, the number of state 
construction workers stood at 2,48,000 in 
1986, compared to 7,20,000 organised in 
collective construction teams [Vogel 1989, 
pp 265-66). This was work in which 
physical strength was the main criterion 
for success in seeking employment. Con¬ 
struction gangs often came from long 
distances from poor areas. Moreover, the 
arduous and dangerous nature of the 
work and the relatively low pay made the 
work unattractive to many local job¬ 
seekers. This sector provided an important 
source of temporary employment for in¬ 
dividual migrants from poor areas. In 
Guangdong, for example; there were 
almost 4,(X),000 such construction workers 
by the late 1980s jVogel 1989, pp 265-66). 

In It IS til Mu.raiionon P<K)R Arias 

Impact on Migrants and Their Families: 
Many migrants make mistakes and lo.se 
money through migrating. Their invest¬ 
ment in terms of income from local 
employment which was foregone and/or 
in terms of the capital required to finance 
their search for work, exceeds the returns 
from their migrant employment. 

However, for a large number of people 
migration leads to increased, personal in¬ 
comes. Seasonal migration has low oppor¬ 
tunity costs .since it is undertaken at the 
slack sca.son in the farming calendar, and 
most often results in some net addition to 
family income l.nng-ierm migrants would 
rarely stay in the area.s to which they had 
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mivaicd ludes tMy fdt that thw income, 
broadly measured, had increased One 
cannot simply consider theeffea on poor 
regions in terms of those who are left 
behind after migration If a signillLant 
proportion of the population of im 
poverished areas is able to escape from 
poverty through long-term, often perma 
nent, migration, then this should proper 
ly be considered as a contnbution to solv 
ing the problem of poverty in poor areas 

If the migration achieves this positive 
result for migrants without any n^ative 
effect on the level or growth of income in 
the poor region, then it can be considered 
an unambiguous welfare gam for the poor 
rqtion If there arc net negative effects 
resulting from the migration, then the 
welfare issue becomes more complex 
These become even more complex when 
tune IS taken into account, since there may 
be negative effects in one time period and 
positive effects over a different period of 
time: It is to the analysis of this issue that 
this paper now turns 

^/ect of Migration upon fK)or Areas as 
a Whole 

(a) Spread clfects Seasonal migration is 
most unlikely to reduce incomes in pooi 
areas Rather, the effect is to enable 
peasants to obtain higher returns Irom 
thar labour and meagre capital resources 
during periods ol the year in which they 
normally have the opportunity to earn 
only small amounts of extra income local 
ly Seasonal migrants return with capital 
to invest, income to consume within their 
families, often with positive effects on a 
wider network of people, and with new 
ideas which may indirectly benefit their 
commimity Of course, seasonal rmgration 
IS a method of obtaining information 
about long-term employment possibilities 
in other areas, and may frequently be the 
prelude to a decision to migrate long term 

Although they are mostly sparsely 
populated, many of C hina’s poor areas are 
over populated in relation to their fragile 
ecology and limited amounts of capital 
hven long-term migration of young males 
may have some positive impact through 
increasing the amount of farmland per 
person 

The probabihty of long-term migrants 
returning to their native place may be 
rather higher in China than in other poor 
countries due to the fact that peasants all 
had a land allocation made to them dur 
ing the land reform of the early 1980s 
However, it cannot be imagined that this 
IS a large innuenrc, since the returns to 
this land in poor areas arc low In other 
countries, the ownership of farmland in 
the place from which peasants have mig 
rated has not caused large-scale return of 
long-term migrants The establishment of 


families m their new placre of residence, 
the difference in life style and the usual 
1> much higher incomes earned theie all 
conspire in the lung term to weaken ties 
with the native place 

Innumerable studies of migration show 
the large initial pnipensity of young single 
migrants to send back a large portion ol 
their earnings to their families in 'heir 
native place I hina in the 1980s was no 
different “[Guangdong province's] moun 
tain villages reported that after the ^oi. 
stniclion workers deducted their living ex 
penses, they ail automatically sent back 
the rest of their uicome to their families 
in the villages lor households with a 
construction woikcr member, this meant 
roughly a doubling of their family in 
come” [Vogel 1989, p 266] 

(b) Backwash effe-is As Myrdal pointed 
out 111 his classic study [Myrdal 1957] one 
of the most important consequent es of 
long term out migration is its effect on the 
age stiucture of the area of origin 
Migrants are usually young and male, and 
the areas they leave aie typically those 
which already have relatively high depen 
denes ratios 1 he cfleci of iragration is to 
exacerbate this featuie, with many 
negative economic consequences upon 
poor areas tliiough the bur^n it imposes 
upon the existing working age population 
in poor areas Given existing resources 
and in the absence of inflows of addi 
tional capital, it is possible that there 
would be an uniiicdiate fall in per capita 
income in poor areas which, tetera 
panhiis would adversely alferl the 
possibility toi poor areas to save and in 
vest in order to grow I he shift in the 
dependency ratio would tend to increase 
the share of investment spending alIcKated 
to social welfare for young and old depen 
dents merely ui ordc' to maintain existing 
per lapila provisions, lo the probable 
detriment of inves'mciit expenditure upon 
other growth inducing items 

While the initial effect on the depen 
dency ratio is to laise the proportion of 
both young and old dependents, over the 
long term it is likely to contribuic to a 
steady rise in the share of elderly people 
in the population of poor regions 

Out migration is likely to shift the sex 
ratio towards females I his will tend to 
increase the widei scx-io-economic burden 


for women in poor areas and in the long¬ 
term It will lend tc reduce population 
growth in pcxsi areas \i Inst sight it 
might appear that the nunibei ol long 
term migrants out ol pcxir areas is not yet 
large compared to their total population 
Sex ratios in pcKir an a* ,ire still not of¬ 
ficially reported to be very diffeient Irom 
the national average" llowevei, it is 
questionable how much official data arc 
to be relied u|>un Many long ter in mtg 
rants have iKit (i<anged tlieir official 
registration es{>ecially as to do so would 
mean that tlx. migrants lost the light to 
contracted land allocated to them in the 
early I98(K 

It IS not unknown ten out migration 
from pool areas in developing countries 
to be so large that the balance between 
people and resources shitts very quickly 
Irom over to under population A special 
problem for sparsely populated areas with 
large amounts of out migiation is ihedif 
ficulty of maintaining infrastructure 
which IS relatively expensive per unit of 
piovision in sparsely populated regions 

While return flows of capital fiom long 
term migrants may be high initially, over 
time these may be expected to decline as 
migrants settle down and assume family 
responsibiiilies in the regions to which 
they have migrated 

Pen IC > Issuis ICIR ( ItINA IN |990s 

(a) lo date much of the largest amount 
of long-distance migration out of pcxir 
areas in C hina under the economic re 
forms has been seasonal T he net balance 
of advantage of this form of migration is 
atmosi certainfy positive both foi in- 
dividuat famities and tor the poor regions 
as a whotc 

fl can be expected that this wiff remain 
ai a lefaiivefy high tevef if growth con 
iinues to be rapid in the weft located east 
coast piovinues 

(b) Compared to almost all other deve 
loping countries, China has a much 
greater opportunity to reduce poverty in 
poor areas through out migration I he 
reason lot this lies in tne extraordinarily 
rapid growth rate of industrial output 
which shows every sign of continuing in 
the 1990s as it did in the 1980s It is likely 
that this growth will continue to be must 
rapid in the eastern coastal areas where 


fsBii? Urban ( oNsiiiiK-iioN WormR s Bv rvM oi I nii rrrim All f hina 

(MiHionf 



Total 

All People 

Urban ( olleclivr 

Rural Const ruction 



( oniiruclion 

C onslruction 

(earns 



f nterp rises 

[ nterprisev 


1980 

98 

4S 

1 7 

T ^ 

1988 

19 0 

62 

4 2 

8 S 


Source SSB, /GRKNJ, 1989. 198 
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natural rates of population growth art 
already relatively low. While it might not 
provide a great deal of direct foniial sec 
tor employment for migrants, it can be ex¬ 
pected, under appropriate institutional 
arrangements, to generate much employ¬ 
ment indirectly in these areas m agricul¬ 
ture, the rural non-farm and the urban 'in¬ 
formal' sectors. 

(c) Foi the national economy there may 
well be net benefits from grcatei long-term 
migration out of pooi areas than exists at 
present. This is a relatively cheap and easy 
way for the government to reduce the 
numbers living in poverty in poor areas. 
Furthermore, this may help to prolong a 
phase of 'Lewis-type' labour-intensive 
growth, which may enable many sectors 
to use scarce capital efficiently, and to 
prevent labour markets from becoming 
tighter in fast growing areas. 1'he fact that 
the rate of growth of the labour force is 
becoming mush slower in more indu.stria- 
lised regions makes it important from a 
national growth perspective that advanc¬ 
ed areas allow the movement of greater 
number of long-term migraiits into non¬ 
farm employment in advanced areas than 
is permitted at pre.sent. 

(d) There arc substantial institutional 
barriers in a number of key respects to 
long-term migration out of poor areas in 
China, i'hese exist in the state sector, with 
its aristocracy of labour and reluctance to 
extend employment beyond the friends 
gnd relatives of existing employees. 
However, there are formidable problems 
in most pooi countries to poor migrants 
obtaining work in the large-scale modern 
manufacturing sector, notably the low 
average level of skill of migrants from 
poor areas. Therefore, it is unlikely that 
the institutional constraints peculiar to 
China are the main barrier to greater 
employment in this sector of migrants 
from poor areas. These are more impot- 
tant constraints on employment of long¬ 
distance migrants in the rural community 
owned non-farm sector and in agriculture 

Community ownership of non-farm 
assets provides many advantages to local 
people. It enables local governments to 
maximise local employment. It enables 
them to obtain a much larger share of 
local resources than do local governments 
in most developing countries. This in turn 
enables them to provide a relatively high 
level of support for the local economy by 
stepping in where markets are thought to 
fail. Furthermore, it means that the local 
community has a relatively high level of 
provision of public welfare services. 
Restricting employment may not be a 
great hindrance to the growth of these 
areas. In effect, these advanced areas were 
following the 'Singaporian' path of 
development with rising real wages forc¬ 


ing producers into increasingly capital 
and knowledge-intensive production with 
more rapid advance in value added per 
person than might occur undci more com 
petilive conditions. As far as labour 
markets arc concerned communities in 
advanced areas were behaving as though 
they were in a separate economy from the 
pooler pans ol China. They benefited 
from ‘free trade' in goods and services 
with ihe rest o( ihe economy, but restricted 
in-migiation so as to sustain the incomes 
of local people. 

The iristitiiiional barriers to long-term 
migration inio agriculture in rich areas 
stem partly from a concern with social 
justice at the local level. The fact that land 
ownership rights have not been privatised 
reflects the desire not to allow a class of 
otpioitative landlords to emerge It reflects 
too the related concern to use the alloca 
tion of farm land as a weapon to enable 
the village government to inlluence villa¬ 
gers to abide by community (and national 
government) decisions, and to ensure that 
local taxes are paid over. 

Paradoxically, therefore, the institu¬ 
tional restriction on migrants moving to 
work as long-term employees or contrac- 
lees of farm land in highly developed areas 
stems from the ‘municipal socialist' 
characteri.stics of Chine.se local commu¬ 
nities. Full privatisation of property rights 
in respect to farm land and rural commu¬ 
nity-owned assets would enormously 
reduce the institutional barriers to migra¬ 
tion from poor areas. The private sector 
has already demonstrated that demand for 
migrant labour under private ownership 
Ls not affected by wider considerations of 
local community interests, and this would 
be likely, ceteris paribus, to lead to faster 
growth of demand for Iqag-term migrant 
labour in highly developed areas. How¬ 
ever, this would have large consequences 
in other respects. 

(e) If policies were adopted which did 
reduce institutional constraints upon long¬ 
term migration f(om poor areas, there stiU 
would exist non-institutional barriers to 
such migration, but it is likely that the 
level would grow considerably. This would 
produce large welfare improvements for 
the migrants themselves and could play an 


important role in reduchtg the total 
numbers in poverty in China In the short 
term there might be net benefits for in- 
comc.s in poor areas mainly arising from 
migrants remittances. However, the large 
effects upon the age and sex structure of 
poor areas might outweigh these effects 
producing negative consequences even in 
the short term for those who rejnain. In 
the medium term the probability that the 
net effect upon the region itself would be 
negative ii.ses considerably as flows of 
remittances fall off and the communities 
become increasingly aged. There i.s■likely 
to continue to be a need for government 
subsidies for people in poor regions, either 
through direct income support or siipixirt 
for employment creation. However, the 
number who remain in poor areas and the 
consequent costs for the national eccv 
nomy would be much .smaller than they 
might have been with lower levels of 
migration. 

(0 China’s past lontrols on in-inig- 
raiion to cities has meant that urban 
poverty has been extremely limned. While 
most migrants lo cities may well raise theii 
incomes, a iaige body of them is I'kely to 
be poor compared to the urban average, 
and a furthci part of them is likely to be 
absolutely very poor, perhaps even having 
experienced an unanticipated fall in then 
income. Thus, in the fiituic a much in¬ 
creased pan ol anti-poverty work in 
China will have to be focused on the cities 

(g) Proper policy conclusions require a 
careful empirical foundation. Although 
C.'hine.se economists have begun to study 
migration within their own couniiy, there 
still are, to my knowledge, no proper 
surveys of the causes of migration from, 
and Ihe impact of migration upori. poor 
regions. This requires carefully con¬ 
structed, time-consuming surveys based 
largely on interviews in both the place of 
origin and the destination of migrants. 
Because so many of these migrants enter 
the informal sector and are seasonal 
migrants the problem for such surveys are 
especially acute. However, in the absence 
of this information, one can only make 
limited progress by trying to think in 
general terms and abstracting information 
from more general data which was not 
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cuiicutcu wiiii tiii» vciy >|icv.iiiL is^uc in 

mind Unless this work is done, and the 
results made publii it will only be possi 
ble to discuss matters in the fieneral wjv 
that this paper has done" 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liabilityl 
BOMBAY BRANCH 


BALANCE SHEET AS ON MARCH J 

r. 1993 

In INR Wds 


.Schedule 

As on 

As on 



31-03 93 

31-03-92 

CAPITAL AND LIABILITIES 



Capital 

1 

46,000 

25,000 

Reserves and Surplus 

2 

261,646 

97.376 

Deposits 

3 

1,909,669 

1.930.519 

Borrowings 

4 

178.058 

23,094 

Other liabilities and 




provisions 

5 

358,145 

5%,673 

TOTAI. 


2,707,518 

2,647,662 

ASSETS 




Cash and balances with 




Reserve Bank of India 

6 

523,231 

79,897 

Balances with banks and 




money at call and 




short notice 

7 

59,490 

133,753 

Investments 

8 

808,849 

992,648 

Advances 

9 

855.423 

909,527 

Fixed Assets 

to 

142,107 

49,570 

Other Assets 

It 

318,418 

482,267 

TOTAL 


2,707,518 

2,647,662 

Contingent Liabilities 

12 

12,096,372 

37,349,352 

Bills for Collection 


85,618 

101,872 

Notes to the Accounts 

17 




PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1993 


In INR VOOf 


Schedule Year ended Year ended 
31-03-93 31-03-92 


i. INCOME 
Interest earned 
Othei income 

1X3TAL 

II. EXPENWTIJRK 
Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 

III. PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Thinsfer to statutory 
reserves 
Remittance to 
Head Office 
Balance carried to 
Balance Sheet 

TOTAL 

Notes to the Accounts 



475,930 

101,062 


441,114 576,992 


236,106 

59,961 

77,094 


373,161 


374,457 

51,409 

71,936 


497,802 



133,457 


119,867 


133,457 


15,838 

20,983 

65,504 


102,325 
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(Incorporated in France with Limited Liahililyl 





BOMBAY BRANC H 



SC HUn/ltS FORMING PART Ol BAl AN< F SHU r 4S ON MAR( // ?/. /W? 


■ 

In INR tiOOs 

r 

In INR VOOs 


As on 

A > (> 1 


As on 

As on 


11 0) 93 

tl 03 92 


31 03 9) 

11 03 92 

S(hi*(luli 1—Capital 



Seheduh 4—BorrowingN 



Initial start up eapital 

2,000 

2,000 

1 Borrowings in India 



Amount ol deposit kept 



i) Reserve Rank ol India 

169 480 


with Kcscivt Btnk ol 



II) Other Banks 

•’,194 

18 807 

India under Seetion 11(2) 



III) Others 



ol III Ranking 



II Boriownes Outside India 

I 184 

4 287 

Refill moil Ael l')4> 

44,000 

23,000 






— 

roiAi 

178 058 

21.094 

uriAi 

46,000 

25(X)0 







Secured bt'rrowings include i 






above 



Shediilt 2 — K« HI rvi h Mild 






Surplun 



Schedule S-4>ther laahilitieH 






and PruviftinnH 



1 Statutory R< SCIve 






Openinp Balance 

31,872 

16,0)4 

1 Bills Payable 

5 8i2 

14,896 

Addaiont during ilu year 

n,S90 

I5g)g 







II inter ofiice Adjustments 




45,462 

31,872 

(Net) Oveiseas Branches 

157 173 

119,749 




III Interest accrued 

163,564 

339,085 

2 C apilal Reserve 






Opening Balance 



IV Others (including provisions) 

31,176 

122,943 

Additions during the yiar on 



TtJIAl 

358,145 

5%,673 

revaluation ol premises and 






othei assets 

%.3I7 






96,117 


Schedule 6— C awh and Balanei h 




— 

— 

with RciM'rve Bank of India 



J Balan'c earned Icward per 



I Cash on hand 



Prorn and U>ss Account 

119,867 

6,504 

(including loreign currency 






notes) 

5,415 

3 577 

rOTAt 

261,646 

97.376 





— 

— 

II Balances with Reserve 






Bank of India 



Schedule 3 —OepoHiln 



1 ) In Current Account 

517,816 

76 320 

1 Oemand Deposits 



rcriAi 

523,231 

79,897 

1 ) Fiom Banks 

1,792 

1,856 




II) from Othcis 

150,522 

301,603 







Schedule 7—BalanecH with 



il Savings Rank Deposits 

26,693 

29,604 

Banks and Money at Call 



ill Term Deposits 



and Short INotice 



i) From Banks 

174,167 

268,377 

1 In India 



II) 1 rom Others 

1,556,495 

1.329,079 

■ lai mulct 

i) Balances with Banks 



TOIAl 

1.909,669 

1,930,519 

a) Ip Oirrent Accounts 

2 263 

7.870 

Deposits of Branches in 

■ - 


II Outside India 



India 

1,909.669 

1,930,519 

i) In C urrent Accounts 

57,227 

125,883 

Deposits of Branches 



IOTA I 

59,490 

133,753 

outside India 





— 
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BANQUE INDOSUEZ 

incorporated in France with Limited Liability! 

BOMBAY BRAN( H 


SCHFDULES FORMING PART OF BALANCE SHLET AS ON MARCH 31. 1993 


In INR VOOs 


$—lovratmralii 
I Investmoits in India m 
i) Government Secunlies 
(inriuding 'Beasurv Bill) 

II) Shares 

III) Debentures or Bonds 

iv) Units 

v) Commercial Paper 

TOTAI 

Aggregate maikei value of 
Investments in Ciovemment 
secunties 

Srheduie 9—Advaner* 

A i) Bills puahased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 
III) llrm loans 

IfTIAl 

B i) Secured by tangible assets 

II) C overod by Bank/ 
CiOvernment Guarantees 

ill) Unsecuied 

nttM 

C Advamcs in India 
i) Priority Sectors 
■i) Publu Set tors 

III) Banks 

IV) Others 


TOlAl 

Srbedule 10—tiiiird Awiets 
I Premises 

C ost as on 01 04 1992 
Additions dtinng the year 
(inci Rs 85,OM on accouni 
of revaluation) 

I>eduLtions during the year 

Depreciation to date 
Closing Balance 


As on 

As on 


As on 

31 03 93 

31 03 92 


31-03 93 



II Other fixed assets 




(including Furniture and 


649,898 

538.587 

fixtures) 

Cost as on 0104-1992 

30,820 

360 

360 

Additions during the year 



112,160 

(met Rs 11,266 on account 


18. 91 

141,541 

of resaluation) 

15,001 

140,000 



45,821 

808,849 

992,648 

Deductions dunng the year 

1.248 




44,573 

643,936 

540,847 

Deprec ration to date 

20,463 



( losing Balance 

24,110 

471,420 

607,451 

WIAI 

142.107 

319,033 

280,784 

Schedule 11—Other Asaets 


64.970 

21 292 

I Interest accrued 

177,532 

8'5S.423 

909,527 

11 Stationery and stamps 

48 

215,352 

148407 

111 Others 

140,838 

251,448 

81,687 

TOTAI 

318,418 

388,623 

679,633 



855.423 

909,527 

hehedule 12—( oaliugent 




Liabibtie* 


166,198 

130 686 

1 C laims against the company 


“ 


not acknowledged as debts 

70,578 

689425 

778,841 

Ii 1 lability on account of 
outstanding forward ex 


855,423 

909,527 

change contracts 

7,900,526 



111 Guarantees given on behalf 




of constituents 


47,303 

47,968 

1 ) In India 

330,408 

ii) Outsidt India 

2 900029 

85.581 

17 

IV Acceptances, endorsements 


and othi r obligations 

641,987 

132.884 

48 005 

V 1 lability on account of Bills 



702 

of exchange rediscounted 

176,874 

132,8M 

77,30' 

VI Ikx matters is dispute and in 


14,887 

10915 

appeal not provide for 

15,970 

117,997 

36,388 

TOTAL 

12,096.372 


In INR VOOs 

As on 
31-03 92 


29,421 

2,474 

3095 

1 , 07 ^ 

17,638 

13,182 

49,570 


336,504 

51 

145,712 

482,267 


70,578 

30,366,186 

259,463 

4,080,005 

1,237,97) 

1,335,149 


37449,352 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liatnlity) 

BOMBAY BRANC El 

SCHEDULES FORMMG PARI OF PROFll AND LOSS iCCOUNT AS ON MARCH 31. 1993 


Schcdulr 13—Inierriil E..arnr<l 

I Internt/discount on 
advanics/bills 

11 Im ome on investments 

III Intciest on balances with 
Reserve Bank of India and 
other inter bank funds 

IV Others 


In INK WOs 

Year ended Year ended 
31-03-91 31-03 92 


198.924 30b 108 

80,310 70.762 

47,074 91,02^ 


Schedule 16 0|ieniling 
Expeuaet 


1 Payment!! to and provisions 
fur einpluvees 


II Kent, taxes and 
lighting 


314,537 4fS.930 Pimlmg and 

_ _ _ stationery 


/n INK VOOs 

Year ended Ylear ended 
31-03 93 31-03 92 


Sriirdulr 14—Other Ineomr 

I ( ommission, exchange and 
brokerage 

II Profit/(Loss) on sale of 
investments (Net) 

III Prorit/fLoss) on sale of land, 
buildings and other a>sets 
(Net) 

IV Profit on exchangt 
transactions (Net) 

V Income earned o> way ot 
dividends 

TOTAI 


Schedule IS—inteirsl 
Expended 

I Interest on Deposits 

II. Interest on Reserve Bank of 
India/mter-bank 
bonowuigs 


111 Otheis 


28.393 30.392 

(47,428) (31,629) 

(89) 56 

S3,054 60,321 

''2,627 41,922 

106,557 101,062 


f\ Advertisement and 
publinty 

V Dcpncialiun on Uaril ’ 
pioperty 


VI Diiectois uRii local sdsisoi) 
board inenil>..ri’ fec^, 
allowances and expenses 


VII Audiloii’ ftts, 
and enepensts 

VIII law chaigcs 


iX Postage, telegram^ 
telephones etc. 


157,612 104,989 X Repairs and matiit'nance 

XI Insurant e 


TOfTAL 


7,161 88,764 

71,333 180,704 

236,106 374,457 


XII Other expenditure 
lOTAL 


7,754 6,955 


70 

71 

188 

96 

3,821 

2,856 

876 

808 

388 

362 

33,054 

27499 

59,961 

51,409 
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BANQUE INDOSUEZ 

(Incoiporated in France with Limited Liability) 
BOMBAY BRANCH 


Schedule 17—Notes to the Accounts 

I. Prinapal Accounting Policiet. 

s) General 

i) The accompanying financial statements have been ptepared on the historical cost basis and conform to the statutory 
provisionB and practices prevailing in the country. 

ii) Revenues are tv^ nnted for on an accrual basis except interest on advances classified as non-performing according 
to the prudential accounting norms prescribed by the Reserve Bank of India. 

b) Itansactions invdving foreign cstchange 

i) Monetary asseu and liabilities have been translated at the exchange rates prevailing at the close of the financial year 
eicrpt Foreign Currency Non Resident account balances which are carried at the relevant rates specified by the Reserve 
Bank of India. 

ii) Outstsmding foreign exchange contracts are earned at the contracted rates. 

iii) Income and expenditure items are translated at the exchange rates prevailing on the date of the transaction. 

iv) Profit or loss on outstanding forward contracts is accounted for on accrual basis. 

c) Invcstmcnu 

i) Investmenu in Government securities other than treasury bills are intended to be hdd till maturity and are classified 
as ‘permanent* investments in accordance with the Reserve Bank of India guidelines and are carried at ‘Cost’. 

ii) All other ‘quoted* investments are valued at ‘lower of cost or market valued on an aggregate basis. 

iii) ‘Unquoted* investments are carried at ‘Cost*. 

d) Advinccs 

i) Provision for doubtful advances is based on thdr classification into “performing” and “non-perfornung" assets in 

accordance with Reserve Bank of India guidelines. Provision for non-performing assets is made as undei: 
Sub-standard assets - lOW of net advance. 

Doubtfiil assets - lOOli of the unsecured portion and 20% to 50% of the net secured portion depen¬ 

ding on the period for which the asset has remained non-performing. 

Loss assets - 100%. 

ii) Provision in respect of doubtful advances is deducted from advances. 

e) Fixed Assets 

i) Premises and other fixed assets have been accounted for at their historical cost less depreciation. Premises which 
have been revalued are accounted for at the values determined on the basis of such revaluation by professional valuers 
Surplus on revaluation has been credited to Capital Reserve. 

ii) Depreciation is provided for on the diminishing balance method at the rates specified in Schedule XIV to the Com¬ 
panies Act, 1956. In respect of addibons during the year, depreciation is provided with effect from the hidr year in 
which the addition is made. 

iii) Depreciation in respect of revalued assets is provided for on the revalued amount and charged to the Profit and Loss 
Aewunt. 

f) Staff Benefiu 

Contribution to the approved Gratuity Fund is made as per valuation by an aauary. 

g) Revenue Recognition 

Income from advances is recognised on cxiwation of lime basis except in case of non-performing advances which is recognised 

on realisation basis as per the income recognition norms of the Reserve Bank of India. 

h) Profit and Loss Account 

‘Provisions and Contingeireies* include: 

i) provisions for taxes on income in accordance with statutory requirements, 

ii) provision for doubtful advances, 

iii) transfos to contingency and other funds, 

iv) other usual or necessary provisions, and 

v) bad debts written off. 

II. The has modified Us »crAtii>tiBf policies p«taining to Investments, Provision fm Doubtful Advances and Revenue 

Recognition in accordance with the guiddtnes prescribed by the Resenw Bank of India. The impact of the changes in accoun¬ 
ting policies on the profit for the year is not signifkant. 

III. Previous year’s figures have been r^rouped/rearran^ wherever necessary. 
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BANQUE INDOSUEZ 

(lncorp<mited in France with Limited Liability! 

BOMBAY BRANCH 


Auditors' Report on the Indian Branch of Banque Indosuea 
under Section 30 of the Banking Regulation Act, 1949. 

We have audited the attached Balance Sheet of the Indian branch of Banque Indosue? (in¬ 
corporated in France with limited liability), as at 31 March, 1993 and the relative Front 
and Loss Account of the Indian branch of the bank for the year ended on that date annexed 
thereto. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with 
the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of Section 211 of the Companies Act, 1956. 

We report that: 

(1) We have obtained all the information and explanations which to the best of our 
knowledge and belief were necessary for the purposes of our audit and have found them 
to be satisfactory. 

(2) The transactions which have come to our notice have been, in our opinion, within the 
powers of the Indian branch of the bank. 

(3) In our opinion, proper books of account as required by law, have been kept by the Indian 
branch of the bank so far as appears from our examination of these books. 

(4) The above mentioned Balance Sheet and Profit and Loss Account of the Indian branch 
of the hank dealt with by this report are in agreement with the books of account. 

(5) In our opinion and to the best of our information and according to the explanations 
given to us, the accounts together with the notes thereon, give the information required 
by the Companies Act, 1956 in the manner so required for banking companies and on 
such basis the said Balance Sheet gives a true and fair view of the state of affairs of 
the Indian branch of the bank as at 31 March, 1993 and the Profit and Loss Account 
gives a true and fair view of the profit of the Indian branch of the bank for the year 
ended on that date. 

For and on behalf of 
KALYANIWALLA & MISTRY 
Chartered Accountants 
Sd/- 

V K MflllA 

Bombay Partner 

Dated. June 30,1993 


economic and Political Weekly June 26. 1993 


1383 






Scotiabank S 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 


BAIANCE SHEET W THE INDIAN BRANCH 

AS AT CLOSE OF BUSINESS ON MARCH 31.1993 



Rupees (000’s omitted) 


Schedule 

As on 
313 93 
(Current 
Year) 

As on 

313 92 
(Previous 
Year) 

CAPITAL AND LIABILITILS 



Capital 

1 

163,950 

2,100 

Riselves and Surplus 

2 

58,089 

26.541 

Deposits 


655,678 

603,7% 

Borrowings 

4 

1.6I3.8SS 

1433.973 

Other liabihtics uid 
provisions 

5 

63,654 

67.953 

TOTAl 


^ 555,226 

1,9K363 

ASSETS 




Cash and balances with 
Reserve Bank of India 

6 

21,610 

87,362 

Balances with banks and 
money at call and 
short notice 

1 

6.748 

16,119 

Investments 

8 

■>44 214 

220,995 

Advances 

9 

M3?.898 

1,533,956 

Fixed AsieU 

10 

14,034 

12,056 

Other Assets 

11 

130722 

63 875 

TOTAl 


2.555426 

1,934,163 

(Contingent Liabilities 

12 

6,671426 

4,669,125 

Bills for Collection 


19,120 

136,101 

Notes 

17 




The schedules refened to above Torm an integral part ot the 
Batance Sheet 


Signatures to the Balance Sheet and Schedules I to 12 and 17 

As per our report of even date 

For and on behalf of 
KALYANIWALLA A MISTRY 
Chartered Accountants 
Sd/ 

K M ELAVIA 
ftilner 

Bombay June 30, 1993 


PROFIT AND LOSS ACCOUNT OF THF 
INDIAN BRANCH I OR THE YEAR 
ENDED MARCH 31. 1993 


Rupees (OOO’s omitted) 


Schedule 

Ybar ended 
31393 
(Current 
Ybar) 

Ybar ended 
313 92 
(Previous 
Year) 

1 INTOMI 

■■ 


Interest earned 13 


235,177 

Other income 14 

■S3 

41403 

ICJTAl 

386,711 

276,480 

11. LXPENDITTIRF 



Interest expended IS 

343,338 

186,914 

Operating expenses 16 

26,350 

23,013 

Provisions and 



contingencies 

85,475 

50,734 

roiAi 

355,163 

260,661 

111 PROFIT/LOSS 



Net profit for the year 

31,548 

15,819 

Profit brought forward 

16464 

23427 

TOTAl 

47412 

39,146 

IV APPROPRIATIONS 



IVansfer to sututory 



reserves 


3.164 

Balance earned ovei 



to Balance Sheet 


35,982 

TOTAL 

47412 

39.146 

Notes 17 




The schedules icfened to above form an integral part of the Piofil 
and Loss Account 


Signatuies to the Pront and Loss Account and Schedules 13 to 17 


Sd/- 

BHASKAR DESAI 
Dqwty Manager 


3g4 
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Scotlabank ^ 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liabihty in CV l^Ja^ 


SCHEDULES FORMING PART OF^THE BAiJiNCE SHEEi V X\ MARCH 31, 1993 


Rupees (OOO’s omitted) 



As on 

As on 

31.3.93 

31.392 

(Current 

(Previous 

Year) 

Yeai) 

2,100 

2.100 

161,850 

Nil 

163,950 

2,100 


Sdicitule 1—Capital 
I Capital 

Balance as on 1.4.92 
Additional capital brought in 
by Head OfHce duitng the 
year 

TOTAL 


Note' Amount of deposit kept with the Reserve Rank of India 
under section 11(2) of The Banking Regulation Act. 1949, 
(including capital) is Rupees One crore fortythree lac 
(RY. Rupees One crore fifteen!«;). Market value of the secunty 
lodged Rupees One crore thulyeight lac eighty thousand (HY 
Rupees One crore fourteen lac mnc thousand) 

Srhrdule 2— Reservi»8 and 
Surplus 

I. Statutory Reserves 

Opeiung Balance 10,277 

Additions dunng the year 6^10 

TOTAL 16.587 

II Balance in Profit and Loss 
AcoHint 

Balance as per last balance 
sheet 16,264 

Add: Profit for the year as 
per Profit and Loss 
Account 

less* Dansferred to statutory 
reserves 


TOTAL 

less Dansferred to Head 
Office 

TOTAL 

GRAND TOTAL (1 and II) 

Schedule 3—Depoaito 
A. 1. Demand Dejxisits 
i) From Banks 
li) From Others 
11. Savings Bank Deposits 
III. Ihrm Deposits 

i) From Banks 

ii) From Others 

TOTAL (I. 11 and III) 

B 1. Deposit* of Branches in India 
II. Dcposiu of Blanches Outside 
India 

TOTAL 


11,548 

6,310 

lijo^ 

Nil 

41,502 

58.089 


17,399 

99,280 

16,592 

382400 

139,907 

655.678 

635.678 

Nil 

655.678 


382400 

I384SI 

603,796 

603,796 

Nil 

~m,T96 


Schedule 4 —Boiruwingti 
1. Borrowings in India 
i) Reserst Ban' 11 ' *i 

II) Other Banks 

III ) Other Inst'i' • .l. 

Agencies 

1! Borrosvmg • 

IXH/-.' r I 

Secured S>ori» wu'f' ' 
m 1 and 11 abev 
Schedule 5—Other * U' /ili'ti 
and Proviaione 
L Bills Payable 
11. Accrued Interest 
Ill. Others (includiu;i picvisians) 

TOTA. 

5>ehedule 6—Clash at.! Felance b 
with Reoerve ilauii. . » T. * j 
1. Cash in hand 
(mcludug 'j’tigki ... .ciscy 
notes) 

.1 Balance. \<irh 
Bank of India 

i) In Curmit V.(.jun,i 

ii) III Other Accnan'.A 

lOTAL <1 md IF) 

Schedule V-'Bolai. .< i v' 

Bonks and Money . 
and Short Notice 

I. In India 

i) Balances with Bank* 

a) In (Turrent Ac.oii..ts 

b) In Other Deposit 
Accounts 

ii) Money at Call and Short 
Notice 

a) With Banks 

b) With Other Institutions 

TOTAL (t and ii) 

II. Outside India 

i) In Current Accounts 
11 ) In othei Deposit Accounts 
lii) Money at Call and 
Short Notice 

TOTAL (i, II and iii) 

GRAND TOTAL (1 and II) 


Rupees (OOCTs omitted) 


As on 
31.3.92 

(Current | (Previous 
Ifear) 


171471 

150400 

912,102 

Nil 


1.613.855 U33.9T3 


17419 

24,914 

21,101 


63,654 



1,847 

842 

19,763 

86420 

Nil 

Na 

21410 

87462 
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Scotiabank S 



THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 



SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31, 1993 

Rupees (000’s omitted) 

Rupees (000's omitted) 


As on 

As on 


As on 

As on 


31.3.93 

31.3.92 


31.3.93 

31.3.92 


(Current 

(Previous 


(Current 

(Previous 


%ar) 

Vfcar) 


Ikar) 

Ibar) 

SdMsiule 8—lawatBseala 



Schedule 10—Fixed Assets 



1. Investmems in India in 



1. Premises 



i) Ooverament Securities 

242,500 

209,695 

At cost as on 31st March 



ii) Other Approved 

of the preceding year 

1234 

1233 

Securities 

1,714 

11,300 

Additions during the year 

NB 

NU 

iii) Sbaies 

Nil 

Nil 

Deductions during the year 

Nil 

l4tt 

iv) Debentures and Bonds 

v) Subsidiaries and/or 

Nil 

Nil 

Depreciation to date 

TOTAL 

4,704 

4,305 

joint ventures in India 

Nil 

Nil 

7,580 

7.978 

vi) Others 

Nil 

Nil 

II. Other Fixed Assets 



TOTAL 

244,214 

220,995 

(including furniture and 



II. Investments outside India in 

-- — 

fixtures) 

At cost as on 31st March of 



i) Government Securities 

Nil 

Nil 

the preceding year 

8,861 

7,627 

ii) Subsidiaries and/or Joint 

Nil 

Nil 

Additions during the year 

4,619 

2,074 

Ventures abroad 

Deductions during the year 

3,094 

840 

iii) Other Investments 

TOTAL 

Nil 

Nil 

Nil 

Nil 

Depredation to date 

TOTAL 

3,932 

6,454 

4.783 

4.078 

GRAND TOTAL (1 and II) 

244,214 

220.995 

GRAND TOTAL (I and 11) 

14,034 

12.056 

SehtMlnle 9 —Advaaeea 



A. i) Bins purchased and 



Schedule 11—Other Assets 



discounted 

965.017 

956.547 

I. Inter-office adjustments (net) 

26.435 

(6.621) 

ii) Cash credits, overdrafts 



II. Interest Accru^ 

59,983 

31,125 

and loans repayable on 



III. Ihx paid in advance/tax 

demand 

1,157,446 

552,735 

deducted at source 

Nil 

NB 

iii) Ihrm loans 

15,435 

24.674 

IV. Stationery and Stamps 

9 

37 

TOTAL 

2,137,898 

1,533,956 

V. Non-banking assets acquired 
in satisfaction of claims 

Nil 

Nil 

E i) Secured by tangible assets 

WMiZIlKSlM 

426,283 

VI. Others 

4435 

39334 

ii) Coveted by Bank/ 



TOTAL 

130,722 

Government Guarantees 


116,776 

63375 

■ii) Unsecured 


890,897 

Schedule 12 —CoaUiigeat 



TOTAL ’ 

2,157,898 

1,533,956 1 

Uabiliiieii 

1. Claims against the bank not 
acknowledged as ddbts 



C. I. Advances in India 

92,102 

Nil 


Nil 

Nil 

i) Priority Sector 

ii) Public Sector 

56,747 

Nil 

II. Liability for partly paid 
investments 

Nil 

NU 

iii) Bruiks 

1,216.453 

599,404 

III. Liability on account of 

iv) Others 

829,343 

877.805 

outstanding forward exchange 



TOTAL 

2,137,898 

1,533.956 

contracts 

537.452 

3392354 


IV. Guarantees given on 



II. Advances outside India 

IHIIII 


behalf of constituents 



i) Due from banks 



i) In India 

79,182 

88,148 

ii) Dik from others 



ii) Outside India 

Nil 

NU 

a) Bills discounted and 



V. Acceptances, endorsements 

purchased 

and other obligations 

53832 

388,423 

b) Syndicated loans 



VI. Other items for which the 

c) Oitwrs 

■Bl 

■Bl 

bank is contingently liable— 

1 


TOTAL 

Nil 

Nil 

Bills Rediscounted 



GRAND TOTAL (C. I and II) 

2,137,898 

1,533,956 

TOTAL 

6,67136 

4369,123 






' ' 
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Scotlabank 5 



THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 



SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOVNl FOR THE 



YEAR ENDED MARCH 31. 1993 



Rupees (OOO's omitted) 


Rupees (OOO’s omitted) 

-- 

Year ended 

Year endid 


Vear ended 

Year ended 


113 93 

313 92 


11 3 93 

31 3 92 


(rurreni 

(Previous 


(C uiient 

(Previous 


Yeai) 

Vfear) 


(Year) 

War) 

Schedule 13—Inlemil Ewmed 



Schedule 16—Operating 



1 Interest ^discount on 



Expenses 



advances/bills 

319,080 

209,432 




II Inromc on investments 

III Interest on balances with 

23,851 

15,453 

1 niyments to and provisions 

8,491 

6,920 

Reserve Bank of India and 
other inter bank funds 

5,650 

7,763 

lor employees 



IV Others 

4,755 

2,529 






. _ 

II Rent, taxes and 



TOTAL 

353,336 

235,177 

lighting 

1,127 

931 

Schedule 14—Other Inconir 



III Printing and 



1 Commission, exchange and 



stationery 

1,030 

662 

brokerage 

17,197 

12397 




II Profit on sale of investments 

Nil 

652 




Less Loss on sale of 



IV Advertisement and 



investments 

(232) 

Nil 

puhliaty 

131 

29 

III Profit on revaluation of 





investments 

less Loss on revaluation of 

Nil 

Nil 

V Deptcciation on bank's 



investments 

(222) 

(140) 

property 

1,849 

1,042 

IV Profit on sale of land. 





buildings and other assets 

I^ess Loss on sale of land. 

Nil 

Nil 

VI Directors fees, allowances 



buildings and other 
assets 

(658) 

(325) 

and apenses 

16 

17 

V Profit on exchange 






transactions (net of 
brokerage) 

Less Loss on exchange 

17,290 

28,719 

Vil Auditors’ fees, 
and expenes 

103 

1 

60 

transactions 


Nil 


1 


VI fneome earned by way 

Nil^ 


VIII Law charges 

51 

64 

of dividends etc front 

subsidtanes/compames 
and/or jomt ventures 
abroad/in India 

Nil 

Nil 




IX Postages, telegrams. 

3.422 

2,495 

VII Miscellaneous income 

Nil 

Nil 

triephones, etc 

TOTAL 

33,375 

41,303 

X Repairs and mamterwnce 

758 

2.182 




Schedule IS—Inteiest 

Expended 

36,005 

32,337 

XI Insurance 

201 

297 

I Interest cm deposits 

II Intetest on Reserve Bank of 






Indie/inter-baok borrowings 

111 Other 

207.2S9 

74 

151,658 

2,919 

Xfl Other erpenditure 

9,171 

1314 

TOTAL 

243338 

186,914 

TOTAl 

26350 

23,013 
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Scotfabank S 

THE BANK OF NOVA SCOTIA 

(Imorporuted with I imited Liability in Canada) 


Schedule 17—Significant Accountinjrt Policien and Notes: 

1 Ihcte accounts are based on the hiMurical cod convention and arc drawn up on the going contem’ concept 
i Revenues are accounted for on accrual basis except the following items which are accounted for on cash basis 

i) interest and other income on advances classified as non performing according to the prudential accounting norms issued 
by the Reserve Bank of India, 

II) interest and other income on non accrual advances classified or such h> (he bani 

III) overdue interest on bills discounted, 

IV) guarantee commission, 

v) commission on foreign exchange forwaid contracts 
) Expenses are generally accounted loi on ac'-ruat basis 

4 Eoieign Currencies 

Revenues earned and expenses incurred in foreign currencies are translated for the period ended October II at the rate of 
exchange current as at (^ober 31 and for the period from November I to the Balance Sheet date at the rate of exchange | 

current as at the Balance Sheet date. Interest paid on Foreign Currency Non Resident Deposits is translated at the rate of | 

exchange at which the relative deposit is translated All other transactions during the year are translated at rate of exchange 
current as at the date of the transaction 

Assets and I labilities m foreign currenaes, including unmatured foreign exchange forward contracts, acceptances, endorsements 
and other obhgations and guarantees are translated into Indian Rupees at rates of exchange current as at the Balance Sheet < 
date as speafied by the Reserve Bank of India Resultant gams or losses are taken to the Profit and Loss Account As per 
the present practice of banks m India, the Foreign Currency Non-Resident Account balances and Post Shipment Cr^t 
denominated in Foreign Currency balances are valued as at the Balance Sheet date at the rates speafied by the Reserve Bank 
of India at the date of the transaction and not at the currency rates current as at the Balance Sheet date 

5 Investments 

The bank values all investments at the iowei of the aggregate ot the market values and the purchase costs after amortisation 
of premium or accretion of discount from the date of purchase to the date of matiinry of the investment Resultant gains 
or losses are taken to the Profit and Ixiss Account 

6 Fixed Assets 

Depieaation is on a written down value method, based on the written down value arrived at on Oaober 31 of the accounting 
year, bang the date as at which the corporate Balance Sheet of the Bank is drawn up, at the rates speafied in Schedule 
XIV of the Companies Act, 1936 

As pa an agreement with the joint owner of certain premises, the bank exacised the firm and absolute option to purchase 
the said premises from the joint ownn for a consideration of Rs 1,100 thousand together with mteiest upio the date of 
the cxe-ase of such option by the bank C crtain disputes have been raised by the joint owner and pending resolution of 
these disputes by the court, no adjustments have been made in the accounts for the aforesaid amount and interest thereon 

7 Advances 

i) Provisions for doubtful advances have been made to the satisfaction of the auditors in respect of all advances identified 
as non-performing as per the norms prescribed by the Reserve Bank of India 

ii) Provisions have been made on a gross basis Ihx relief which will be available when the advance is written off will be 
accounted for in the year of write off 

S Net Profit 

TIk' net profit disclosed in the Profit and Loss Account is after 

i) provisions for taxes on income in accordance with statutory rrqiiinments, 

ii) provisions for doubtful advances, 

lu) adjustments to the value of investment in Crovemment and Other Approved Securities in India valued on the basis stated 
in Note 3 above, 

i\) other usual and necessary provisions, 

v) reversal of provisions made in earlier years no longer required 
9 Head Office otpenses of past years amounting lo Rs 3,400 thousand will be accounted for as and when the lemittanoe is 
allowed by the Reserve Bank ot 'ndia 

10 Previous year’s figurrs have been regfouped and reclassified wherever, and to fhe extent, praaicabic 
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Scotiabank S 

THE BANK OF NOVA SCOTIA 

(fncorpomted with Limited Liability in Canada) 


Auditor's Report on the Indian Branch of The Bank of Nova Scotia under l^rction SO 
of the Banking Regulation Art, 1049 

We have audited the attached Balance Sheet of the Indian Branch of The Bank of Nova 
Scotia, incorporated m Canada with limited liability, as at March II, 1993 and the relative 
Profit and Loss Account of the Indian Branch of the Bank for the year ended on that date 
annesced thereto. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with 
the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of Section 211 of the Companies Act. 19S6. 

We report that: 

(1) We h»/e obtained all the mfonnation and explanations which to the best of our 
knowledge and belief were necessary for the purposes of our audit and have founif 
them to be satisfactory. 

(2) The transactions which have come to our notice have been, in our opimon, within 
the powers of the Indian Branch of the Bank. 

(3) In our opimon, proper books of account as required by law, have been kept by the 
Indian Branch of the Bank so far as appears from our examination of these books. 

(4) The abovementioned Ehdance Sheet and Profit and Loss Account of the Indian Branch 
of the Bank dealt with by this report are m agreement with the books of account. 

(5) In our opimon, and to the best of oui mfonnation and according to the explanations 
given to us, the accounts together with the notes thereon, give the mfonnation required 
by the Companies Act, 1956, m the maimer so required for banking companies, uid 
on such basis the said Balance Sheet gives a true and fair view of the state of affairs 
of the Indian Branch of the Bank as at March 31,1993 and the Profit and Loss Account 
gives a true and fair view of the pront of the Indian Branch of the Bank for the year 
ended on that date. 

For and on behalf of 
KALYANIWALLA A MISTRY 
Chanered Accountants 

Bombay ^W/- 

Dated. June 30, 1993 Partner 
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Economic Value of Breast-feeding in India 

A run (riipta 
Jon K itohdt 

rhii arlule rf'vievM the ttimro eionomiis of infant feeding and attempts to lahufuti the eionomit \alue of 
facial ton tn Indian mothers 


THt' imporiaiKt of iiioilKr niili to ihi 
health and nutniion of itifants u uinvi isally 
recognised |l| Btiasi lirdiiig is assotiatid 
with reduction in inks turns diseases ini 
proved surviviil hettei nutrition icdiuid 
development of allcigii illness, impiovtd 
psycho MKial bonding and overall hcitet 
health in the infant and voung child I he 
lactating mother mjoys immediate henelti 
from reduced bleeding in the post pariuin 
period I?] a long leim reduction of cancer 
risk of both breast and ovary |1,4|, and the 
psychological benefit aitcndani with sue 
cessful lactation It is now recognised ihai 
exclusive and prolonged lactation provides 
more reduced fecundity than use of all 
modern methods of family planning |^| I oi 
the individual wcmaii, exc lusivc breast 
feeding can provide six months or more of 
effcctivt contraception, provided menses do 
not return before this time |6| In lactating 
populations, the lowered fecundity extends 
for the average woman beyond a yeai reach 
mg 18 months or more m Bangladesh, 
Indonesia ind other rural populations |7] 
All of these effects of lactation on health 
nutrition and tertiliiy are reason alone for 
individual mothers to chcxise breast feeding 
for their child as well as for communities 
and scxicties to advocate exclusive breast 
feeding liii tlx first tour (o six months of 
life and contimration well iiitci the second 
year as a desirable scKial norm 
In addition k> these benefits, mothci milk 
makes a substantial contribution to the 
economy of most developing cxiiintncs C on 
vcntional approaches to measuring national 
income and (iNP take utile account of the 
informal sectoi and especially the non 
market economy As breast milk is neither 
traded nor priced, us economic value is lost 
to economists and planneis In this paper 
we c:alculate the milk production capanty 
and estimates ot actual lactation by Indian 
mothers Wc calculate the quantity and cost 
of animal milk which would be required it 
this lactation veere reduced or altogether ter 
mmated The salue ot animal milk or ot prev 
cessed inlant formula is compared to various 
other product* in the national economy as 
well as to government outlays in the public 
sector Additionally, we estimate the number 
of animals nadurage, and other related 
costs associated with a switch from mother 
milk to animal milk lot feeding Indian in 
fants We review the micro economics of m 
fani feeding as viewed from the perspective 
of the family, ndicating the cost of amricial 
feeding and the full savings afforded to the 
individual family by a mother who breast 
feeds 


( ousidcriiig Itic subslaiitial piotcclion 
viliicli 1)11 IM fetdiny provides i'om di ii 
rhoca wc base calculated the csliiiiilid 
reduction in di iiihocal < piiodcs illorded bv 
moltici nnik ind tlic co t ot trcaiin). the c 
tpisodt* il other iccdiiig methods wcic to 
prevail In addilion wc hast calculated the 
econoinu viluc ol the fciiilitv rcdudion cl 
lorded bs breast Ice ding under current pat 
icins III India 

these cjisulations otici a conservative 
csiimalc ol the v due ot human milk to the 
Indian econoniv and demonstrate diama 
licallv ill teiiiis Ih il c in hr iiiiderM >od I > 
economists planneis iiid olhci non healll 
piotecsionals the important lUiionil 
resource which mother milk repicsents 

(. Al< t 1 MIONs ANll ki SI 11 

Bieasi milk pioduction capacilv >s the 
estimated volume ot bicast milk which could 
be produced if alt women lactated lully 
[able I shows estimated daily volume ol 
breast milk by age ol the child from different 
parts of the wmid |K 9| Taking a eonsci 
vative lower daily preiduction estimate it is 
assumed that an Indian mother would pro 
ducc about 600 ml per day during the lirst 
SIX months, ^00 ml pci day during seven to 
12 inonitis and about 400 ml per day during 
M to 24 months flius over two years, pro 
duction weiuld be 146 litres pei child 

Various ealeulalions rclaong to annual 
production eapacitv by Indian mothers is 
>hown m tabic 2 I rom the piuduction capa 
eitv hv age ot the child and the surviving 
iiuiiihei ot ehildien in each age group is 
ealeulatcd the total theoretical production 
capacity roughly 8,000 million litres pci 
year This capacity is diminished by the small 
per cent ot women who could not lactate, 
estimated in the next line, which would give 
an annual pcxenti il production of 6,800 
litres iloweser not all women who can, do 
lactate and the production is further dimi 
nished by the pcaentage of women who ac 
luallv do not breast teed their hild lable 1 
shows data fiom various studies m India 
used ic' estimate the percentage ol intanis 
receiving breast milk by age and rural or 
urban residena |10 11, 12, 11) The con 
solidated estimates of per cent lactation 
from Table 2 provide the basis for calcula 
tion of the ‘annual realistic production by 
Indian mothers < alruiated separately tor 
rural (70 pei cent ot population) and urban 
(10 per cent of (lopulation), the total anniul 
eahstie produetion i‘ 4,411 million lilies 
[ ven this production is furthei reduced by 
the simultaneous use of supplementary milk 


toimula or top feeds based on various 
studies |I0 i?| It IS found Ihal 50 per cent 
of ctiildrcii ai< given additional botile feeds 
during the hist six months and neailv 70 per 
cent or more horn that age onward I his is 
assumed to n suit in a lo s ol bicasi milk 
produetion as a result ot decreased breast 
stimulation As frequent sirekling usua'ly 
continues even in these cases, we assuiiit a 
reduction in breast milk pioduetion (lo* 
motheis who give milk supplements) of 2* 
per cent in the first six months, 50 pei cent 
in the second hall of inlanc^ and 75 per cent 
111 thi SCI Olid year In the absence ot expert 
mental data these estima'ed losses are more 
an educated guess hv expeneiKcd obseivcis 
and could be readily modilied bv the curious 
rcadei Breast milk production loss 
exscKiated with unnecessary top leeds is thus 
estimated at nearly I 100 million litre's Thus 
we estimate tla grand total of breast milk 
pioduccd annually in India at 3,116 million 
litres per year I his contiavts lo a potential 
prexiuction of more than twice that amount 

1 his magnitude of mother milk produc 
tion can be appreciated by i omparison with 
the entire national production of milk horn 
India s extensive dairy industiy Total milk 
production for 1997 is estimated at S 1,000 
million litres ot which 46 per cent is available 
as liquid animal milk 26,220 million litres 
|14) Thus mothers arc providing a quant I 
ty of milk vome 17 6 pci cent of total na 
tionai milk production Valued at the cost 
of fresh animal milk Ks 9 pci litre, inolhei 
milk would have a maikti value of 
Rs 7 984 4 ciorc Were it re placed bv tinned 
powdei nnik at a ci.a ■■IP IK ncr litre the 
value doubles to Rs 5 %8 4 c lore Were the 
milk to be imported to replace mother milk, 
this should require over US S 2 100 million 
in foieign exchange 

No doubt, human niilk docs not come 
without cost Howevci theitficicncy of con 
vcision of common *'oods to human milk is 
extremely high (Tabic 4) I his simple calcula 
tion show* the market price for food re 
quired for a mother lO produce I litre of 
milk IS Rs 1 3 Ihus, the food cost of 
mothers pioducing 1100 million lilies an 
nually is some Rs 1,090 ciuie Were Indian 
women to cease using top milk tor infants 

Uhl F 1 Uki a r Mil k I'R( ni r i ion hi Ara 

_ <mf> 

Agt in Mill ihs I ft 7 12 11-24 


Wi »tcrn i lunliics /50 

Asian countries 510 7X0 ftOO 4K0 
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and produce their realistic potential of 4,400 
million litres, the production cost of Rs 1,452 
crore would be reduced from the equivalent 
value of powdered milk, Rs 7,920 crore, for 
a net value of human milk production of 
some Rs 6,500 crore each year 

Table 5 places the value of human milk, 
priced at the cost of powdered milk, in the 
overall context of the national economy. 
This, comparable to major central plan 
outlays in various dcvelopineni sectors, ex¬ 
ceeds the value of important food exports 
such as tea or coffee by a factor of five or 
more and is roughly equivalent to the im¬ 
port of petroleum products in a single Fiscal 
year. Mother milk production each year has 
an economic value similar to the combined 
health and family welfare sector outlays 
throughout the live years of the Seventh 
Plan. Imported milk and cream products 
would increase over 100-fold were Indian 
mothers to insist on imported lormulac to 
replace their breast milk, a cost exceeding 
even imported petroleum and oil |I5, lb]. 

The tremendous economic value of mother 
milk to the nation is reflected in calculations 
at the household level as well Viewed from 
the perspective of the individual family, 
the costs of bottle-feeding arc substantial 
(Table 6). Some Rs 450 is required to feed 
a healthy infant each month without calcu¬ 
lating the time costs of preparing infant for¬ 
mula. This IS equivalent to 50 per cent of 
the minimum wage for an urban worker and 
25 per cent of the income of a class IV 
employee, one-third of (he salary of a private 
company steno and 10 per cent of the salary 
of a class II officer. Thus, the substantial 
cost of artificially feeding an infant must be 
considered carefully while calculating the 
household economy of women in the work 
place. Those who opt for the difficult and 
undesirable method of bottle-feeding in 
order.to seek work outside the home, may 
be gaining small fiscal benefit at con¬ 
siderable health and muritiorial risk to the 
infant. 

It is not economic costs alone but also 
substantial environmental pressures which 


Table 3: Pehcentaoe of Infants Reckivino Breast Milk .cs pfr Dim rent Indian Studies 
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Net Value of ifumnn Milk it 

l^iced at Powdered Milk 6,S()il 


Net Value of iluman Milk it 

l^iced at Powdered Milk 6,S()il 

Central Plan Oullay!i 

Agriculture and allied activities l•*92 91 I .K l'> 

Rural developmenl l'W2-9t 2,01 » 

Communications l‘W2 9t 4,!<‘)i| 

Railway.s 1992-91 

Power generation 1992-91 o,4II 

7(h plan health .sector outlay (5 years) 1.i92 

T|b plan family welfare outlay (5 years) '.2 Sn 

Family welfare l9‘JG-9.i l.fW 

Exparis 

Tea (89-9(1) 904 

Coffee (89-90) 142 

Imports 

Petroleum products (89-90) 0,274 

Milk and cream producLs (89-90) Iti 

F'oieign currency reserves 1990-91 4. <88 


Source: Planning Commission and (?usloim at Olanee 1990 (15), Eeonomit Siir\ey tWD IWI \ 16) 
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Production capacity per child (liUes) 
-Surviving children (million) 

Total production (million litres) 

Poteminl lactation (per cent lactaiing) 
1‘oceniial production (million litres 
Realistic lactation (per cent actually BF) 

Realistic production (million litres) 

reasi milk loss due to (top feed) (per cent) 
er cent breast -fed using to feed 
renst milk loss (million litre.s) 


Age o( ('hild 
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146 liirev/child 

80/5 Annual thcoielical capacity 
6800 Annual potential 

12021-4411 Annual rcalisiic potential 
1209) 

794} KWS-Annual loss due lo lop feeds 
101 ) 


otal breast milk produced in India annually is 3316 million litres. 
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would retuii were mother milk not availa¬ 
ble. Ibday to produce (he roughly 1,000 
million litres of milk which are lost due to 
supplementary top feeds, roughly IS iakh 
animals arc required. (Ikking the average 
two litres per day per animal yield of na 
tional estimates.) Were high-yielding animals 
available producing 10 kg per day still three 
lakh animals would be required who would 
need .some 7S.000 acres of land for adequate 
grazing. Daily maintenance costs and graz¬ 
ing fee could exceed Rs SOO crore |l4j. 

Even today, with wide use of bottle feeds 
in addition to breast milk, the fuel required 
to boil water to feed 10 million babir‘ ><n 
infant formula is tremendous. Ai 7' kg .<t 
wood required annually to prepare the 
for one baby [171 costing Ks 110, •.nci <0I) 
crore worth of firewocid is tonvnrticd each 
year, thus levelling huge forests. Do’tles and 
nippies require a furthci investment of year 
of life with no added morbidity in older 
ages. Thus, the added cost in health cure for 
diarrhoea as.socialcd with bottle-feeding may 
reach upward from this estimate of nearly 
Rs 200 crore to something exceeding Rs 1.000 
crore per year or even more. Breast-feeding 
avoids thi.s needless expense. 

Breast-feeding is known to cause reduced 
fecundity fot many months. While it may 
not be a reliable means of contraception 
beyond six months of exclusive lactalion, 
reduced fecundity is seen in populations for 
periods ranging upwards of 12 months where 
lactation is extensive and widely practised 
(20]. Studies have calculated that breasi 
feeding contributes mure to the length of 
post partum, sub-fecundity than alt methods 
of family planning combined. In one recent 
study it was estimated that brea.st-feeding is 
responsible foi reducing the potential fertili¬ 
ty by 30 pci cent throughout Asm |7|. If the 
current duration of breast-feeding fell by 
one-half, it was estimated that total fertility 
could increase by 17 to 37 per cent in dif¬ 
ferent countries of the region (7]. In India, 
th^ median duration of lactation is about 10 
months with an as'cragc lactational amenoi- 
rhoca of eight monih< 112]. Thus, lactational 


rA'll.f. (i- <'().■ • I’i V M. INfi' 


Material i ust ju K.! 


Feeding htnili-.s (2 ixr n'o-wi? 

Nipples (4 jier n’orih) 4 

Fuel i6-7 kgs) in 

Milk 22 litres 'orti 

Total 4^0 


amenorrnoea proviaes some i«.3 million 
couple protection years to the family plan¬ 
ning effort. This makes lactation amenor- 
rhoca the top contraceptive in the country 
exceeding IUi)s and sterilisation, each by a 
factor of four (Thble 7). The cost of the fami¬ 
ly planning programme is some Rs 650 crore 
jier year and the cost per couple year of pro¬ 
tection is estimated at Rs .300. Thus, the 
value to the family planning programme of 
16.5 million couple protection years from 
lactational amenorrhoea amounts to Rs 495 
crore, nearly half ot the family welfare 
budget 

There arc numeious other benefits which 
could tK‘ monetised. Belter growth, avoidance 
ot other illncs.scs in the infant and mother, 
{(sychologic bonding with later development 
and behavioural benefits arc all of immense 
vaiuc, hut dilficult to calculate in fiscal 
let ms. But the value of mother’s milk to ihe 
tvononiv IS ohs loiis from the cost of replac¬ 
ing It with cow milk, from the Rs 276 crore 
(as.sutTiing one bottle and tw nipples u.sed 
jKT riiomh costing Rs20and Rs l.'Orespec¬ 
tively). More than .36(> million tin packs of 
5(X) gins each arc required and would he 
di.scarded as waste inlo the environment each 
year Obviously, the cost today in liicl, en¬ 
vironment, na-dlcss invcslnienl in feeding- 
bottles and unnecessary pollution ate fui- 
Iher reasons to support lull bieasi feeding 
bv Indian mothers. 

Bieast-feeding contributes extensively to 
improved health of the young child. The in¬ 
cidence ol diarrhoea may be from three to 
14 times higher in botilc-fed versus breast- 
led children jlS], Here we calculate the costs 
•nvolsed in treating only one additional 
episode of diarrhoea lor each child, a most 
conservative estimate by any measure. While 
h — t-feedmg also reduces the incidence of 
ARI, malnutrition, cancer risks in the 
motliei and has many more health advan¬ 
tages, these will not be calculated but are of 
rithsuiiiiai csjonomic as well a.s health benefit. 

Each ,.hild in India suffers an estimated 
'.6 epist.dcs of diarrhoea per year, each 
epi.st'df '.’ostiiig ail average of Rs 30 for treai- 
meiit .sought at the village level [19]. If the 
chiid requites hospitalisation an e.stimate of 
Rs 400 i»et day is reasonable. While most 
$L.iil!i‘s s.'iow an increase of diairhoea in¬ 
cidence 'o c lacior of three to 10 or more, 
let us cat. u'.c'c the cost of adding even one 
episode !-ei year to each infant, a total of 
25 mdiioii dJciilional episodes of diarrhixta. 
Naiionai .si„die'> have shown that more than 
65 pel an. .'amities seek treatment oui- 
•sidi 'h;‘ i^mie for an average episode of 


diarrhoea. At Rs 30 per eptsooe some Rs 48 
crore would be expended for their treatment. 
If 10 per cent are hospitalised for rwo days, 
I e. 1.6 million infants, the cost of tieatment 
is a further Rs 128 ciore. The savings from 
reduction of one episode of diarrhoea in 
each infant alone exceeds the annual health 
allocation in Ihe la.si Five-Year Plati for all 
programmes in child health of about Rs 144 
crore. But this estimate is made only on the 
ba.sis of assuming one extra episode per in¬ 
fant in the Tirst environmental pressures that 
would result, and from the increased costs 
ol health services and fertility control which 
would be required in the absence of wide- 
.spread lactation in India. 

D|S<US.SI(.)NS 

The calculations of milk production 
capacity of Indian mothers in this article 
have been based on data from numerous 
studies, surveys and research projects. We 
have endeavoured to use the most conserva¬ 
tive figures by which calculation, the poten¬ 
tial production of breast milk by Indian 
mothers through 24 months of lactation is 
about 350 lures. This represents the average 
capaciiy of each mother were she to follow 
optimal feeding patterns including exclusive 
breast leeding lor Ihe first six months timely 
introduction ot food supplements and con- 
(iiuiaiion ol regular breast-feeding until Ihe 
child icuchcd 24 months of age Recognising 
that some mothers would be unwilling or 
unable to hrea.st-feed, these estimates have 
been suitably reduced (Table 2), showing the 
total potential production ol breast milk per 
year of some 6,800 million lit res. This poten¬ 
tial production level is, however, not even to¬ 
day being reached, as a result of lower levels 
of brea.st-feeding in both urban and rural 
populations. Recent studies have been 
reviewed from which the average current level 
of lactation by age of infant is shown in 
Table 3 IKing this data, we calculate that 
were ail Indian mothers to follow rural pat¬ 
terns of iactaiiun, the total production would 
be some 4,575 million litres per year. Were 
all mothers in India to follow the urban pat¬ 
tern, this would be reduced to 4,030 million 
litres per year. Overall current production is 
estimated much less than either of these 
figures due to the already widespread cur¬ 
rent use of top milk by Indian mothers. 
Estimates on Table 2 indicate that more than 
1,000 million btres of top milk are presently 
being used, much of it from animal milk, 
the rest proce^ed powder milk. The value 
of this powder milk alone is R.s 1,800 crore. 
an expenditure which would be unnecessary, 
if mothers luliy bieast-fcd to their capaci¬ 
ty Thus, current production of breast milk 
by Indian mothers is conservatively esti¬ 
mated at about 3,300 million litres. This is 
less than half of the potential if full breast¬ 
feeding were maintained. 

The value of this milk expressed in terms 
of fresW animal milk (approximately Rs 3JOOO 
crore) or in terms of powder milk (approxi¬ 
mately Rs 6,0(X) crore) is tremendous. It can 
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DC seen iim( unoer present pnicnces, ttte 
value of nearly R$ 2,000 crore is being lost 
as a result of spb-optimal breast-feeding and 
use of top feeds. 

The exiensiw: contribution of mother milk 
to the entire national milk production is 
unrecognised. Women have a potential of 
contributing fully 26 per cent of the current 
liquid milk available in India. This falls to 
nearly 13 per cent when one projects the like¬ 
ly milk production presently by mothers a,s 
a result of sub-optimal feeding and the use 
of lop milk. Considering that estimated milk 
requirements by the year 2000 is 73,0(X) 
million litres |I4| the contribution ol mother 
milk to this major production challenge is 
substantial. 

The cost of human milk pruduciiori 
should, of course, be considered. In Table 4. 
wc calculate tlic raw materials in the diet and 
efficiency of conversion to make a litre of 
mother milk. Assuming these inputs to cost 
some Rs .3.3, the cost of production of 4.400 
million lines, is Rs 1,452 crore So the net 
value of human milk presently being pro¬ 
duced IS about Rs 6,500 crore. This is valu¬ 
ing human milk at the price of powder milk 
in the market, even though there is no ques¬ 
tion that human milk has-many moic advan¬ 
tages, IS moic nuliitious and provides im¬ 
mune protection foi the child. 

Table 5 provides an interesting comparison 
of the economic value of milk with other 
services and pioducts in the Indian economy. 
We sec in the table that the annual value of 
milk production is comparable or indeed ex¬ 
ceeds many of the central plan outlays in 
major sectors of tfie economy. It is roughly 
equivalent to the combined health and fami¬ 
ly welfare .-.ectors of the Seventh F-ivc-Ycar 
Plan. Its economic value would appear to 
be similar to that of petroleum imports and 
roughly equimletit to the toial national 
foreign currency rerserves 1990-91. 

The decline in bicast-fecding, oltcii seen 
with urbaiiisahcn and already underway in 
this country, must Ire made good with in¬ 
creased produaion of animal milk. Wc have 
shown that with average national yields, the 
requirement for animals in terms of capital, 
land and processing cost of animal milk that 
would be required to replace l.OtX) million 
litres mother milk in the national economy 
are: 75,000 acres of land, Rs .300 crore of 
capital and another Rs 500 crore in simple 
recurring cost. 

In the economy of a single family, the in¬ 
dividual costs for feeding-bottle.s, nipples, 
fuel and milk, consume roughly 50 per cent 
of the minimum wage of an urban worker 
This ignores the cost to the family ol increas¬ 
ed illness and, in many ca.ses, nutritional 
deterioration. The cost of not breast feeding 
is a substantial burden on all but the 
wealthiest families. 

But breast-feeding offers more than the 
economic value of the milk that is produced. 
Breast-feeding impnrves health and is shown 
to reduce diarrhoea rates anywhere from 
three to 14 times by comparison with bottle- 
fed babies. Wc have made calculations of the 


diarrhoea, not even considering the worse 
outcome and increased number of deaths 
that would be associated if mother milk is 
all replaced by bottle-feeding. Not only the 
Rs 176 crore of additional public expenditure 
on treating these cases but the obviou.s in¬ 
crease in morbidity, malnutrition and ireen 
tual death show the dramatic value of breusi 
milk to the health system. 

Finally it is been pointed out by many 
observers that throughout much of world. 
Icrtility reduction associated with lactation 
contributes more to reduced fecundity than 
all the modern contraceptives put logeihoi 
Calculations in Table 7 show the importance 
of ladational amenorrhoea to overall couple 
protection in India. Again the effectiveness 
of breast-feeding in providing nearly 17 
million couple protection years is compara¬ 
ble to the entire investment in family plan 
ning methods in India in 1990. The cost ot 
this protection at current rates would he 
nearly Rs 500 crore 

Replacing breast milk with any othei 
feeding method fur infants and young 
children results in high costs to the indi¬ 
vidual families, to the society, and to the 
overall economy. Replaccmciil feeding 
methods place stress on the environment 
contribute to environmental pollution, and 
diieclly exacerbate population pressures 
through increastrel fecundity in the young 
child-bearing ixipulaiion. A move away from 
mother’s milk entails extensive health costs, 
even for those who do survive. This national 
resource is currently severely threatened by 
trends in modernisation and urbanisation 
towards bottle-feeding. These are not ori'v 
physiologically undesirable and place our 
youngest citizens at high risk of illness and 
death bin they cost the economy substan 
lially. All efforts to preserve, promote and 
encourage brcast-fa'ding should be taken 
and every measure necessary to reduce the 
regrettable trend towards bottle-feeding iii 
our country is in order |2I]. Appiopriatc 
legislation should hr enacted immediately to 
protect the public (rom the onslaught of 
commercial interests atlernpiing to replace 
mother milk with expensive, le.ss nutritious, 
and more dangerous substitutes. Motlici 
milk IS indeed a major national rcsouice 
of India. 

[I he opinions expressed in this article are ihose 
ol the aulliors and do nol necessarily refletl 
policies or programmes ol iheir employing 
organisalions. Wc wish to acknowledge the 
secretarial help lendeied by Uma Shankar and 
Dorothy Rodrigues.] 
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Exchange Rate Dynamics 

Case of Dollar 

Ranjit Sau 

IVe have derived a first-order non-linear difference equation for exchange rate. In theory it generates a very 
complex dynamics. The equation is estimated with quarterly data of US dollar relative to the SDR, 1974-1991. 
It is utilised to forecast the value of dollar up to the first quarter of 1995. The dollar, it appears, will be in the 
upswing in the near future. It will remain all through at a higher level than presently. Hence, the Indian rupee, 
if made fully convertible, would depreciate relative to dollar. 


PHE Indian economy is being opened up 
or greater integration with the outside 
Morld. The Tinance minister has announc- 
xl India's intention to make the rupee ful- 
y convertible as soon as the conditions 
Krmit. Exchange rate is a link that binds 
lifTerent parts of the world economy. The 
rurrency crisis that had gripped Europe 
)n the eve of the French referendum on 
he Maastricht treaty has raised many a 
juestion once again. Is the exchange 
narket stable? Docs it ensure cfFicicncy 
n some sense? What are the laws that 
lovern the course of a cuircncy? Is the 
)Ost-I973 experience of floating exchange 
ates disappointing? Answer to these 
lucstions is very relevant for us today as 
ndia awaits full convertibility of rupee. 

Elsewhere (Sau 1992] we have derived 
I first-order non-linear difference equa- 
ion for the exchange rate. The basic 
nodel has certain Keynesian and Ricar- 
lian features; Keynesian, for it is the 
laving-investment imbalance that drives 
he system: Ricardian, for investment 
esponds to the rate of profit as distinct 
'rom the rate of interest. The motion of 
xchange rate is found, in theory, to be 
tighly complicated, necessarily on the 
rerge of being what is called ‘chaotic* 
Devaney 1989). This paper puts that 
nodel into empirical test with the quartcr- 
y data of the US dollar. Statistical results 
«em to be promising. 

Section I gives the fundamental equa- 
ion for exchange rate, and (numerates its 
properties. Section II .shows the statistical 
esults with data from the nr.st quarter of 
1974 to the fourth quarter of 1991, that 
s, 72 observations in all. We have also 
nade forecast of the value of Special 
Drawing Rights (SDR) in terms of the US 
lollar up to the first quarter of 199.S. .Sec- 
ion III has a few concluding remarks. 

1 

‘Nrar-t’haoa' 

Consider a Keynesian short period, say, 
me ‘year’, let that one year be divided 
nto a number of ‘days’, indexed by t 
t - 0 1,2, ...T). Saving is internationali.s- 
d [McCulloch 1983:10] in that it is in- 
'ested in various parts of the world every 
lay such that the marginal rate of profit 


is equalised across national economies 
[Whitman 1981J. The exchange rate, defin¬ 
ed as the price of foreign money in terms 
of domestic money, is assumed to change 
in step with the outflow of domestic sav¬ 
ings for investment abroad. 

Under such circumstances, we [Sau 
1992] have shown that the movement of 
exchange rate is given by 

(1) e(t) - a.e(t-l) b^e^ (t-1). a, b> 0 
where e is the exchange rate. For the mo¬ 
ment we shall a.ssume that e is non-nega¬ 
tive; later we shall consider only the 
positive values of the exchange rate. This 
quadratic mapping is the celebrated logis¬ 
tic equation. It can generate a wide variety 
of orbits depending upon the parameters 
and the initial value of the variable. 

Obviously (1) is a parabola in (e(t-l), 
e(t)) - space. Origin (0,0) is a point on it; 
it is a trivial solution. The axis of the 
parabola is vertical; and the vertex occurs 
at (a/2b, a^/4b). In other words, 

(2) max- c(t) = a^/4b — 

Furthermore, we note that where 
max - eft-1) occurs we have eft) - 0. 
Hence, from (I) it follows that 

(3) max-e(i • 1) a/b. 

Wc know that c(t) and c(t - 1) belong to 
the same set, say, E. Evidently, set E is 
bounded from above; it has a unique 
supremum. 1'hus 

(4) max-eft) = max-eft-I). 

From (2), (3). and (4) we get 

(5) a = 4. 

That parameter a is necessarily equal to 
i has a very profound implication—it 
takes the system to the brink of chaos as 
we shall see m a moment. 

Create a new variable xft) as follows. 

(6) xft) - b.e(f)/a 
(I) and (6) yield 

(7) xft) -= a.xft-l) ^ I -xft I)} 
In view of (3). (4) and (6) we conclude that 

(8) xft) - e(t)/max-e(t) 

So xft) lies in the closed interval (0,l|, 
given that eft) is non-negative. 

We consider only tho.se cases where eft) 
is strictly positive, never zero. Then xft) 
belongs to the open interval (0,l). Wc put 
it in symbols. 

(9) 0< xft) < I. 

It IS a standard theorem in non-linear 
dynamics that (7), subject to (9), can 


generate a diverse menu of trajectories. If 
parameter a is between I and 2, the path 
of x, hence, of e, is smoothly converging 
to a stable value. If a is between 2 and 3, 
the path is still converging, but oscillatory. 
As a crosses 3 the movement becomes in¬ 
creasingly complicated; and when it ex¬ 
ceeds 4 we get chaos [Devaney 1989].' By 
(S) we know that in our model a is precise¬ 
ly equal to 4; hence we get not necessarily 
chaos, but the system is just on the verge 
of it. We call it ‘near-chaos’. This points 
to a very stiong result: All such quadratic 
mappings that are used in economic 
models necessarily display ‘near-chaos’. ^ 

11 

Path of Dollar 

The above model relates to ‘days’ within 
one Keynesian short period. All prices are 
fixed in domestic currency and kept con¬ 
stant. Thus the purchasing power parity 
(PPP) theory is held at bay. The interest 
rate also is given. Even then the exchange 
rate varies in our model in response to 
saving-investment imbalance from day to 
day. We have applied this simple model 
to a relatively long period of as many as 
72 eventful quarters which had in fact 
witnessed some of the most dramatic price 
changes and record-breaking variations in 
the rate of interest. In reading the results 
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or our statistical exercises this background 
has to be kept in view. 

With data from The International 
Financial Stalislics published by the 
International Monetary Fund, we have 
estimated (1) by the ordinary least squares 
method as (ollows; 

(10) e(t) ^ -0.6761 + 2.18.19 e(l 1) 

(2.537) 

0.5103 e^(i - 1) 

( -1,422) 

S.E.E. = 0.0399, R- = 0.88, F - 246.977 
where e(t) is the end-of-period price of the 
SDR in terms of the US dollar, and the 
numbers in parentheses arc the I values of 
coefficients. There is a constant teim 
( -0.6761) in (10), but not in-(l). What 
docs it signify? The fundamental equation 
(1) is derived under the assumption of 
constant prices and interest rates. But over 
the long period 1974-199! covered by (10), 
in fact, prices and interest rales had 
changed, and the parabola evidently had 
drifted to the right. What (10) captuies is 
actually a .set of points on a series of 
parabolas, each point being the position 
of the economy on a particular date. In 
(I) there is only one steady-state solution: 
e ■- (a- l)/b. But in (10) there are two 
steady-stale solutions for the exchange 
rate, namely, 1.30389 and 1.01612. 

in (10) the estimated value of parameter 
a is 2.1839, while in theory it is supposed 
to be precisely 4; see (5). In any case, our 
estimated value of a is statistically signifi¬ 
cant, having a very high f-value.^ If this 
estimate of parameter a is acceptable, 
despite all the limitations including those 
mentioned above, we infer that a being 
greater than 2 but less than 3 the motion 
of the exchange rate of SDR in terms of 
dollar is converging but oscillatory. That 
is to say, dollar will fluctuate even if prices 
and interest rates are held constant in the 
world market Using (10) we have made 
a projection for dollar up to the first 
quarter of 1995. Tbc table shows the dollar 
price of SDR. 

In 1974 the IMF adopted a procedure 
whereby the price of SDR is tied to a 
basket of several major currencies 
[Chrystal I978:I8|. So in equation (10) and 
al<;o in the table essentially we get an 
average value of dollar in terms of a 
number of major currencies. This process 
of averaging must have taken awav much 
of the erratic movements of dollar vis-a- 
vis other currencies individually. We have 
also estimated an equation using the 
average (geometric)-of-the-period data 
with the follo'ving result. 

(11) e(t) - -0.4062 t 1.7157 e(t 1) 

(2.480) 

-0.3099 e2(t- I) 

(-1.072) 


S.E.E. = 0.0323. R^ * 0.92, P« 383.494 
Here parameter a has a lower value, name¬ 
ly, 1.715"', compared to 2.1839 in (10) We 
accordingly surmise that averaging ot the 
data leads to a reduction of the numerical 
value of this crucial parameter. If so. it 
is conceivable that for some individual 
currencies this parameter may exi’eed i 
giving rise to a chaotic dynamics It is, 
however, well known that discerning chaos 
from observed data is quite u difficult 
task, liven rounding-off in the course of 
computation may conceal a chaos that is 
lurking behind. 


Ill 

Uoiicluciin/i; Krniarks 

A system of floating exchange late is 
ill vogue since 1973. Market-determined 
exchange rate.s have exhibited instability 
beyond the fondest nightmares ol fixed- 
rate fanatics Yet, international flows of 
trade and investment seem relatively unaf¬ 
fected by these eriatic changes [Dunn 
1983, Krugman 1989, McCulloch 1983| 
There are several plausible ways of resolv¬ 
ing this pifadox. In any case, it is impor¬ 
tant for India to note in thus context that 
perhaps of the many large risks of all 
types that any commercial endeavour now 
entails, exchange rate uncertainty may be 
relatively minor compared with the bene¬ 
fits of foreign trade ,and investment. 
Contrary to the prc-1973 conventional 
wi.sdom, floating may provide an indepen¬ 
dent incentive for foreign direct invest¬ 
ment. Input-price uncertainty is a recog¬ 
nised motive for vertical integration; a 
regime of floating rates accordingly pro¬ 
vides a multinational enterprise incentive 
for vertical integration. In short, the 
relative advantage of multinational firms 
over national enterprises outweighs any 
disadvantage of exchange rate uncertainty. 

Even if all prices and interest rates re¬ 
main as they are dollar will be on the 
upswing in the next few quarters, accor¬ 
ding to our calculations. 1 f, in addition, 
the full effects of inflation and interest 
rate differentials are recognised, the ex¬ 
change rate of dollar in terms of Indian 
rupee in all probability wilt be still higher. 
Since India does not have much by way 
of its own multinational enterprises, it can 
hardly aspire to enjoy the relative advan¬ 
tages of those enterprises. In a word, fur¬ 
ther depreciation of rupee is almost in¬ 
evitable in a regime of convertible and 
floating rupee, while not all the benefits 
of such a regime would accrue to India. 

Notes 

(This paper belongs to a research project, fund¬ 
ed in part by the Centre lot Management and 


Development Studies, Indian Instituid of 
Management, Calcutta. 1 he author thanks V N 
Reddy for his ai'l vice cn matters of statist ics and ■ 
compulation. The auihoi alone is responsible 
for I he views and eiiors | 
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The Western Illness 

ilriati May 


THE suicide ot Pierre Bcregoviry may be 
usefully discussed in a broader perspective 
than that provided in Eredcnc I- ( larr- 
moni's article (hPU, May 22). It is pro¬ 
posed here to extei,<d the background by 
brushing in elements not only ol tire 
French economic crisis, but of the state 
of western Europe as a whok'. and by 
bringing in loynbee’s views on the decline 
of civilisations. We can thus transcend 
personalities and get somewhere near the 
heart of the general Eursrpean maiai.se, ot 
which the collapse ol the Fri'nch Socialist 
Party is merely a symptruri. Also relevant 
to the view taken Ireic is Kajni Kothari's 
illuminating idea ol a ‘world without 
alternatives’ {/■'Ph, May 2*^) 

1 

It IS true that the French Socialist Par¬ 
ty was torn by disgraceful, intesime bai¬ 
lies for position, it is also true lhai down 
Ihe years, like all similar western parlies, 
it reduced the once pregnant term ‘socia¬ 
list’ to a meaningless political tag, which 
is now on the verge of being ihiown into 
the dustbin. 

But it IS coiitraiy to ail fiolitical es 
perience to imagine that the paity's 
leaders were dominated by an urge to 
satisfy and cash in on the gieed of such 
a tiny minority as ‘Big (.‘apilaf’. Even il 
it be assumed (wrongly) that loot was then 
main goal, they could not get iheii hands 
on it unle.ss they weie re-elected to parlia¬ 
ment. Their first aim was voles. Other 
blessings, if they wanted itiem, would 
follow. 

It IS loo simple to aiiribuie vacillations 
in the Eicnch government’s ecoiuunic 
policies to the machinations of ‘Big 
Capital', close though its opulent touts 
were to some ol those in power W'hai 
took place was an increasingly liantic 
search for solutions to economic pio- 
blcms, which arc difficult, probably iin 
possible, to find m the chrnnually 
unstable capitalist system. Of the.se the 
most serious, as Clairmont rightly lecalls, 
w^s, and is, unemployment, whicit 
ihieaiens not only social stability, hut, 
some think, the very existence of the pre 
sent political class, many of whom, ii- 
respeciivc of parly, aic lully awaie ot the 
danger 

There is no doubt that Beregovoy, the 
self-educated working class .son of a 
Ukrainian immigrant, was above all con- 
;erned with the plight of the unemployed. 
In a letter written by hand to the Cana¬ 
dian prime minister, Brian Mtilroncy, the 




day before his suicide, he expressed his 
“deep disappointment...with this recession 
and the unemployment resulting from 
It’’.' The evolution of Beregovoy's think¬ 
ing IS deal In 1982, far from being Mit¬ 
terrand's stooge, he persuaded the presi¬ 
dent to reduce working hours from 40 to 
39 without loss of pay But the following 
year he began to lace up to the realities 
ot Ihe system In December 198.3 he wioic. 
“ f heie IS no good economic policy with 
out vocial justice. There is no social justice 
without a competitive and dynamic 
economy” ’ 

The second of these two maxims, as 
Beregovoy saw it, finally preoccupied him 
Appointed prime minister after Ihe Socia¬ 
list Party’s dctcai in the cantonal elections 
of I9*)2, he was given Ihe impossible task, 
not of pleasing ‘Big Capital’, but of devis 
mg polieics that would win sulficient 
public support to stave off Ihe inevitable 
electoral catastrophe of 1993. 

Passionate advocate of nationalisation 
in the I98(K. he now plunged into privati 
.salion Although he had become a con¬ 
vinced monctaiist, he could not cut his 
soaring budget fot fear ol the fast ap¬ 
proaching elections. The man who had 
tried the expedient of reducing working 
hours and lowering the retiring age to 60, 
finished up by hoping that cncuiirageiiieni 
ol investment would create jobs. Flisaim, 
as he put it, was to "reconcile the economy 
with the scx'ial”. The coiitradicliuns within 
the system ensured his failure. 

The .search loi a .solution goes on No 
sooner had the new prime minister, 
I douard Halladiii, announced a package 
to cieaie jobs, than Philippe Seguin, presi 
dent of the National Assembly, tcjected 
It and called foi a diastic Iranslurmatiun 
of “values and fundamental choices” 
Both are mcmbeis, along with Jacques 
Chirac, ot the so-called Gaullisi Rassem- 
blcmeni pour la ’f-rance (RPR), in lact, 
Balladur helped to engineer Seguin’s elec 
lion as president of the assembly. Seguin 
denounced the ‘simpli.slic catechism’, 
under which either an upturn in the trade 
cycle or a kick-siurt of the economy was 
supposed to bung down unemployment. 

Speaking as if fiom the left of centre, 
and to some extent negating his image as 
a man of the right, Seguin said that 
employmetil had been wrongly suboidi- 
naied to other issues- a strong franc .is 
against a'floating fianc. the reduction ol 
Ihe budgetary deficit, productivity and 
free liadc. Taunting his libeial opponents 
on the right, he declared that social 


protection was not inimical to employment 
and that the public sector, rather than be¬ 
ing a handicap to competitivity, could be 
an important '‘trump in the struggle 
against unemployment”. 

While he w as clear on what should not 
be done, he was much less .so on how 
various mta.su res that he proposed would 
substantially reduce unemployment. It is 
enough to say here that his 45-page speech 
demonstrated the gravity and the difficulty 
of Ihe problem that confronted Beregovoy. 
Failure to solve it, he .said, with a 
icfrcshing irony more to be found in f*aris 
than III Wesiminstci. would “prove Marx 
right”. 

Balladur was quick to reply. His entire 
economic initiative, he .said, was devised 
to restart employment. Il was to that end 
iha! the government had decided to pul 
public finance in order, to lighten charges 
on firms and to stimulate Ihe economy by 
laising to that end a 40 billion franc 
(li 7 billion) loan that would be repaid 
from the proceeds of privatisation—a 
highly original measure, the adequacy of 
wliich was doubted by The Feonomisl. 

Doubtless ideological exegesis would 
discover in ihe diflercnces between 
Balladur and Seguin evidence ol some 
clash ot interest within the ruling class. 
But the plain fact is that westein Europe 
IS stuck with unemployment and that 
nobody on right, left or centre knows 
what to do about it According to the 
EEC, 17.5 million, or 10.4 per cent of 
workers, are without jobs in the 12 
member countries —more than 3 million 
m each of France, Britain and Italy. 

An EC summit in Copenhagen on June 
21-22 got no farihei than to ask the Euro¬ 
pean Commission to produce a white 
paper on “the strategy of durable and 
non-inflationary growth, respecting the 
environment”. The impotence of the EC 
leaders is at once evident. For if it is possi¬ 
ble to devi.se such a formula, it should 
have been done much earlier in the crisis. 

I he commission is unlikely to succeed. If 
It docs. It will qualify foi the Nobel Prize 
in economics. 

Getting back to Clairmont’s article, 
how would the left lead Europe out of its 
predicament? Does Chevenement offer 
any hope? There is no sign of that. I agree 
with Clairmont that he is a man of integri¬ 
ty. This was demonstrated when he resign¬ 
ed as dcfenc'* minister in protest again.st 
the Ciulf war (I resigned from the British 
l.abour Party for Ihe same reason).’ But, 
alas, he has no solution to the unemploy¬ 
ment problem. I listened to all the spee¬ 
ches at the rally of his Citizens’ Movement 
in Paris on May I and 2 this year. But 
Chevenement had nothing to add to his 
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prcvraus asseruon inai ”ihe key to 
everything” was a “reduction of about 
three points in interest rates”. Ixjwer in¬ 
terest rates help. But they are not the key 
to everything; and unemployment in Bri¬ 
tain, which has slashed its interest rates 
until they are the lowest in fcuropc, is ex¬ 
pected to remain high tor a long time. 

Some speakers urged a Keynesian policy. 
But the impos.sibility of this became ap¬ 
parent when it was revealed aftei 
Beregovoy’s death that l-rance already had 
a hyper Keynesian deficit. Does the ( om 
munisl Party offer any hope? Not at the 
moment, at any rate. 

II 

To broaden further this picture of the 
environment in which Beregovoy killed 
himself, we may turn from Clairmont’s 
polemic to Rajni Kothari’s essay on a 
‘world without alternatives’. It seems con¬ 
sistent with his view to say that not onlv 
is no clear alternative to capitalism on the 
horizon, but that also witfun the system 
itself there are no alternatives, other than 
those that have already failed 

Further, the ‘‘yawning vacuum” he 
describes, with its erosion of the state, 
moral decline and lack of vision, evokes 
Toynbee’s account of the symptoms of a 
disintegrating civilisation. Toynbee, it will 
be recalled, found that when a civilisation 
is creative, an “imitative majority” follows 
a “creative minority”. The civilisation 
declines when the ruling minority ceases 
to be creative and loses its capacity to pro¬ 
duce new ideas needed to cope with its en¬ 
vironment. The majority no longer im¬ 
itates, everyone goes his own way and the 
civilisation collapses. 

The process of disintegration takes hun¬ 
dreds of years. Toynbee thought that in 
western Burc^e it might possibly have 
begun with the religious wars of the 16th 
century, which cracked the foundations of 
western Christendom. The present phase, 
characterised by the “cultural onslaught 
of the market”,^ has been under way for 
a considerable time It was at the beginning 
of the 19th century that Wordsworth, fear¬ 
ful of the future, protested that “getting 
and spending we lay waste our powers”. 

The trend rapidly accelerated and at the 
beginning of this century the predomi¬ 
nance of morally destructive consumerism 
provoked Max \^ber’s scathing denuncia¬ 
tion. Having attributed the foundation of 
modern capitalism to Calvinists, whose 
dedication to work and thrift, he said, had 
provided the necessary capiti, Weber 
wrote;* “Since ascxticism undertook to 
remodel the world and to work out its 
ideals in the world, material goods have 
gained an increasing and finally an inex¬ 
orable power over the lives of men as at 
no previous period in history...In the 
United States the pursuit of wealth, .strip¬ 
ped of its religious and ethical meaning, 


tends to become associated with purely 
mundane passions, which often actually 
give it the character of sport”. Victoiious 
capitalism, now on mechanical lounda- 
tions, no lotigei neeticd the asceticism that 
made it possible. Weber said. The out 
come was a social "iiulliiy”, which, wiib 
Its “specialists without spun’’, imagined 
that It had “attained a level of civ Ills uion 
never before achieved’’ 

lod.iy, ItX) years later, even Weber might 
tie surprised at the giolescjae behaviour 
of capitalist society We are iiiosilv us' d 
to It now, all ol us, and arc vniuatlv 
iTiindles.s about the l•ollsequetlce^ lot the 
human lace In uiother context .lohri 
•Stuart Mill wrote that there had been rio 
western system ol values since feudalism 
(a term often misused). All in all, il is not 
surprising that the west has leached a 
stage in which it.s only effc'ctive value is 
coiisumcrisni- 

Two othei svmploins of drsiniegiation 
ideiiliried by royiibce--archaism and 
futurism -aie relcvaiil here. Examples ol 
archaism, which seeks a solution of the 
cri.sis in Ihe inapplicable values of the 
past, are fascism and similar national 
.salvation movements. Futurism expects 
salvation in a wild leap into an imagined 
paradise. Its ugliest and most futile 
manifestation is seen in oiganisations like 
the Red Brigade, who appear to believe 
they can remedy the ills of society by 
murdering people at the top. (Clairmonl, 
relishing, as he diies, “the magnum’s 
suicide bullet that pulverised the brains of 
Pierre Beregovoy”, seems to have a certain 
psychological affinity with that school.) 

TTiai the .symptoms described by Toynbee 
are present in western Europe and its off¬ 
shoot on the othei side of (he Atlantic can 
.scarcely be doubted.*' Ulher civilisations 
arc, of course, embraced in Rajni Kothan's 
thinking. But just as the west has exported 
its economic and political models, though 
with no great success, so it is spreading 
its moral contagion. 

Is there really no alternative? Possibly 
one is available, although capitalism will 
have to suffer a series of economic cri.ses, 
far more disastrous than any yet experi¬ 
enced, before society accepts it. Thi.s is 
none other than Ihe unpopular East 
German model, which failed, not because 
of intrinsic economic defects, but because 
of the repressiveness, mind-destroying 
dogmati-sm, incompetence and widespread 
corruption of its rulers. 

Unlike the French socialist leaders (as 
described by (.Tairmont), Honnecker was 
not “rooted in the most opportunistic strata 
of the pente bourgeoisie'’, but was a son of 
the working clavs. Yet he comes second to 
none as a betrayer ol the practice and ideals 
of socialism. Compared with the historic 
crmsequences of his misrule, the failings, in¬ 
cluding moral failings, of the French 
Socialist Party, are mere peccadillos. 


professor of economics and management 
at the Massachusetts Institute of Techno¬ 
logy. said ' “last ycai Fast Germany 
passed tlieiii |ihe Biiiish| in per capita 
(iNP The 1 ler Ilians can make aiinmunism 
work beitei (lian the Btiiisli can make 
catni.ilisni While flujiow was 

wunig, Ins siiitcineiit was not as far out 
as the liniiisJ vaiieiv of goods and cars 
in east Beihn wmiid have suggested. For 
.1 laige slisc (il ihe (.NP was going into 
ediic.ition. siHiii. t iilliire and the best in- 
laiii cate in ilii wot Id. 

( etiaiiil, la-> Geiinaiiy was heavily 
siippoiitd I'v 'vk'csi Germany, and living 
standards w.iiild have been lower if the 
governmeiil hau »liveited some of the GNP 
to pa-veniitig iiolluiioit. which it seaiidaloitv 
Iv neglevlcd, .(lid to badly needed invest¬ 
ment, Bui tin. ircuple were rca.sonahly well 
off, even bv western siandard.s, and secure 
jobs cornperisaied to some extent for whai 
they lacked in alfiucnee. 

With officials and doetois demanding 
btibes, wof keis stealing and liddling and 
a high suicide late, C.lirista Wolf, ihc lia,st 
(iennan novelist, called for a “new 
morality” At the same time many people, 
including luihetans, were mortified when 
Ihe liasi Cieiniaiiv model was lirjuidated. 
They tcit tba! the world had lost a possi¬ 
ble alternative lo capitalism and that a 
democrat teal IV governed, morally improv¬ 
ed, socialist Fast Germany might even¬ 
tually have inspired ini'iation. 

Toynbee did not lule out the levival of 
u disintegrating civilisation, but said that 
a lot ol hard I hinking had to be done first. 
A mere model, whelher it be an improved 
East Getinati or any other, is not sufficient 
m itself to light Ihe way forward. For, as 
Toynbee said, the cause of disintegration 
lies not in the collective cx|x;nencc, but in 
“schi.sm ol Ihc soul”, in the “peisonal crises 
of behaviour and feeling and life which 
arc the true essence and origin of the visi¬ 
ble manifestations of social collapse”." 

The wester ti illness, having w-orsened 
exponemialiv duitng the past couple of 
hundred years, is symbolised today by the 
suicide of a pohtical leader. The question 
IS whether or not it is tcimmal. 
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1 U Mamie. May 4, IW3 

2 U- Monde, iVcfiiibci 14, 1V83. 

.3 Reason.s given m a lelier lo the Cuardian, 
August 2\ I W 

4 Sec Raini Koihaii, IPW, May 29, also M N 
Siinivas, t PUi May 8 for an aevount of con¬ 
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and Hudson, Ixmuon, 1976, p 24S. 
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Aid and Development Policy 

An Aid Wnrker 


ARJDN SI N tiillMA ( Ai<i and I)«,vol..p 
mcntPohty itilhc I WO. //’M Mjiih 11) 
aigucs “lhat Ihc i<-.»s(>n loi rc’.i'.tanic In 
foici(*n aid in tli< nilit t counliits may Ik. 
related not jusi lo the disi(;n nf the aid 
programme hut to the c oiitidenec of the aid 
givers alxiul the ability of the reeciviiig 
eountrics to use that aid eflii leiitly" But 
he eontradiets himself when he iuithei 
adds “that amieio leve’l effeetivtness re 
lated to the ability at the giouiid U vel to 
cxeeutc the piogramnic is not a suftieiciil 
condilioit for the I ul I and ef fle le nt utilisat i< in 
of aid*’ Itmiero leved Indian cxpericnee in 
aid utilisation is any guide then cilKicnt 
and effeetive use of toicign aid leaves 
mueh to lie desired Ilic recently eon 
< hided Joint ( onsultalivc tnoupon IVilicy 
(Jt (tP)ol the live UNagtneics-lINK 11. 
UNDP WI P.UNI PAandll Al)-saysthat 
"tlie linaiiciai flow liom l( <iP agencies is 
around $ 2fX) million annually mostly in 
the foim of grants, and is m« kIc st eonipaied 
to the needs of Imlia as is the total amount 
ofcxteinalassistanceol S 7 2 billion pledged 
to India" |1| J1 k J('(il’also admits that 
the problem ol absorptive capacity in the 
administration ol funds is acute In some 
cases the entiic amount of funds all(x.atcd 
ftn tlic progiammes do not get s|>cnt In 
otlicr cases funds get divcited and do not 
reach the project on time because of van 
ous administrative Ixttilciiceks Iherc aie 
also delays in pro|cel c Icarance and lelcasc 
ol funds that allect pio)c'et implcmcnta 
tion ’ 

Why India is not able to use the external 
aid efticicntly and effectively' Why aid is 
not trickling down ^ Is there an aid fatigue 
or aid atti ition'' If India is ti > push its aid and 
development [Miliey in the l*790s what re 
forms arc needed loi lietter absorption 
utilisation and diseng.igcineiit' Ihca* aic 
at least live main aicas which need lo lie 
tackled for liettci aid use (a) ccniie state 
rclatiiHis in respect of aid request and sub 
scrjuciit flow, (b) state distnel and block 
level infrastructure loi better absorption 
and utilisation, (c) capacity of public bu 
rcaucraey foretteetive management of aid, 
(d) maiiitciianec budget and iiiipiovcd op 
erational mechanisms, and (c) effective 
moniloiing, evaluation feedback and an 
exit policy 

UN and bilalc'ial agcmcies deal with sev 
cial eciilial ministiies and the decision on 
which agency should ck al with which min 
istry IS not always deal Whetlicr aid is 
nee'ded at all and which state sIkhiM get 
what aid have all liecomc political issues 


UNK II deals with live niinistiic .whereas 
WIKJileals with one health ininistiy Iv 
ciy ministiy elamouis lo have as many iid 
agencies as possible lo establish its pres 
enec’ and that makes interministcii d so 
ordinaliondiflicult Aid dialogues aicheld 
I inly with I ciitre and states aic just passive 
recipients Sometimes iheic aie noaid tak 
ers in stales and aid is just forced without 
knowing the absorptive capacity of the 
stales Under our federal jiolity slates are 
not empowered to negotiate' with loieign 
agciieics Aid utilisation is eltcelivi in a 
(limate ol decentralisation and how do we 
ciisuit this’ 

Stale district and block level iiifiasttiu 
lure affects aid utilisation UNK II is as 
sisting lor mi H e than a decade a pi ogI amine 
called Development of Women and ( hil 
dicn (1>W( KA) Ihiough the ministry ol 
ruial development and is a sub scheme of 
IRDP Under this scheme Ks IS,(XX) it is 
provided as a icvolving fund lor women 
groups in the villages and iv equitably 
shaie'd between UNK i I goveinme'lit of 
India and states When the DWt'RA is 
saiktionedKs IS (KX)isi< leased toDRDAs 
which in luin is supposed to icicase this 
amount to women groups Slates with sen 
ous financial ways and means jxisition 
have not released tins small amount to 
Women groups and at present in some slates 
lakhs ol rupees have been linked up m 
ingenious deposit acuiunis of DRDAs 
lAtei nal aid o not to be substituted for stale 
icsouices which are additionalities Here 
is a classic case of aid not trickling down 

Many of the present cxtcinally aided 
programmes in the field of health nuiri 
tion, water supply and sanitation social 
loiestiy and education arc highly 
decciilialiscd programmes and m the ab 
senee of a strong district and blixk level 
iiifiaslruc*urc and manageii<il capacity 
there would lx.aid attrituHi than piopet use 
In the now well grounded Universal 
Inimuiii .aliun Riogramme assisted by 
UNK 11 Iherc aie still many problems 
like lack of mainicnanee budget loi repair 
and upkeep of cold chain ee|Uipmciit, mis 
use ol programme vehicles, staff vacan 
eies, as revealed by recent report of the 
Ccxnptioller and Auditor (iencral of India 
Ixteinal aid agencies can give drum 
sterilisers toi sterilising needles/syiingcs, 
even a stove but the state must iinivide the 
funds 1oi kerosene and eunsuniablcs In 
some states medical ofhecis/licalth work 
CIS do not have fuixls for keiosenc* 

Man|K>wei issues affect aid utilisation 


The DWCRA does not have in many stal 
wome*n assistant project officers, dc'spitc 
the salary hill being borne by UNK I b 
Reason is the non av.iilability ol qualified 
women tor tilling the [xisis In states with 
low educational levels women problems 
arc further eom|M>undcd larteinally aided 
projects have a lendenty to become ‘gian 
diosc' it they arc not mergcd/dissolved 
With the ‘ongoing’ programmes of the state 
and (bis IS where the 'exit' policy or ’dtsen 
gagemrnt beiomes im(xiilanl 

When should disengagement lake place'* 
Is llicie any cut oil petiixi* UNK'FP is 
assisting India s prestigious Integrated 
f’hild Development Sciviccs (K'DS) 
programme lot more than IS yeais and its 
share constitutes not even lOpci cento! the 
total invcstniciU on K DS Why should 
UNiri I lx: pulling its pie into such al 
ready well sn* lamed piogramnic and why 
should govcinnicntol India keep Ibis little 
pic of a UN agency Ibis is a lit case tor 
disciigagemeiit Howcvci, the multi donui 
evaluation rcpoit on UNK fi aid policy 
[2] has suggested UNK I I lo be concen 
liating in three arras (a) stienglhening 
service dclivcy in a given country, (b) 
concentrate on capacity building of aid 
receivers and users and (c) pionioie cm 
powcrmciii particularly ol wixticn Ihts 
means that UNK'i I should continue lobe 
involved in child care services ii respective 
of the needs of India m Ihisaica Aid should 
help sell reliance and not perpetuate depe 
ndence 

f or evolving exit policy aid givers and 
receivers should evolve proper monilmmg 
and feedback systems At [Hcseni both the 
giver and rceeivci of aid arc shy ol evalu 
ation of external aid Recci ver wants aid to 
flow, whatever the quantum, because iba* 
gives the department offic lals prestige and 
entry intnihe aid agency lor foreign taunts 
and post retirement employment prospects 
Die aid givci wants to impress their coun 
try constituents abimt the glory of their aid 
to a devclojmig country and Ihiw tlieir aid 
has made a deni into ihc poverty of llic aid 
receiving country flicrc is no aid fatigue 
but more of aid attrition Sen (lupla could 
have analysed mure micio level realities 
of external aid of a lew counlrtcs, which 
would have helped to evolve an cifective 
aid and dcvelojimcnt jxiiicy in 190Us par 
ticularly (or a country like India 
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On Viability of Rural Branches 

C L Dadhich 


THE piece ‘Myth of Non-viability of 
Rural Branches’ (EPW, May I) is an in- 
tetesting study of one of the public sec¬ 
tor banks, based on the actual data for 
the accounting year 1991-92 drawn from 
balance ;'<heet and profit and loss state¬ 
ment of the branches of the bank. One 
needs some clarifications on some of the 
points raised in the piece, since they are 
not in line with the general perceptions 
about the working of the banking system, 
in particular of rural banking. 

One of the most startlii^ findings of 
the study is about the higher rate of in¬ 
terest earned on advances by rural bran¬ 
ches at 12.77 per cent, closely followed by 
metro branches (12.35 per cent) and ur¬ 
ban branches (11.90 per cent). The lowest 
interest earned at 11.74 per cent wa,s 
noticed in respect of advances of semi- 
urban branch^. In all, the bank under 
.study earned 12.21 per cent average return 
on its advances as against the average 
return of about 14.3 per cent for the bank¬ 
ing sector.' Notwithstanding the observa¬ 
tion that the selected bank is not represen¬ 
tative of the banking industry due to 
higher level of per branch deposits and ad¬ 
vances of the bank in rural areas as com¬ 
pared to those of all public sector banks, 
it is important io note that rural branches 
of the selected bank did well as compared 
with other branches. 

The paper listed two main reasons for 
the highest interest earning ratio of the 
rural branches: (I) low non-performing 
advances in rural areas; and (2) relatively 
low year-end figures of advances of rural 
branches. These reasons require to be 
closely examined. 

The highest interest earning rate on 
rural advances could no doubt be on ac¬ 
count of low non-performing advances of 
branches in rural areas rather than higher 
interest rates on rural advances. But there 
arc no detailed and teiiabie data regarding 
the quality of loans given in rural areas. 
In the absence of such data, this can only 
be a conjecture. 

Low year-end figures of advances will 
give a favourable tilt to interest earning 
ratio of rural branches. But this is not a 
special feature of only 1991-92, and is 
generally regarded as a permanent faaor, 
since low year-end figures of advances 
reflect the seasonal nature of advances ex¬ 
tended by banks in rural areas. Short-term 
loams in rural areas, generally disbursed 
in late June or early July, arc mostly 


recovered by cnd-Mamh. Even for term- 
loans, recovery coincides with the harvest¬ 
ing of major crops that takes place before 
the end of March. 

It is necessary to caution that 1991-92 
is not a good year to choose for drawing 
a conclusion that rural branches give high 
interest earnings. For, the implementation 
of Agricultural and Rural I>ebi Relief 
Scheme 1990 in 1991-92 had resulted in 
substantial reduction in the level of 
outstanding advances by the end of March 
1992. The amount involved as debt relief 
was as much as Rs 2.962 cron. 

We need to factor in the seasonality 
aspect and the rural debt relief, and 
calculate the interest earnings on advances 
by rural branches. In which case one is 
likely to get a figure much lower than the 
one that has been suggested in the paper. 
It is therefore necessary to be cautious in 
coming to any conclusions about the high 
interest earned on advances by rural bran¬ 
ches. In fact, one needs to reckon such 
factors as inadequate managerial com¬ 
petence at the level of rural branches, the 
higher cost of deposits (low proportion of 
current deposits in the composition of 
total deposits), the higher burden ratio (on 
account of higher transaction cost of ser¬ 
vicing of large number of small-sized loan 
accounts and inadequate non-interest in¬ 
come) and the low level of interest inconre 
as a result of Financing of small-sized 
loans (at subsidised rates of interest) of 
rural branches as compared to their 
counterparts in semi-urban, urban and 
metro areas. The poor proniability of 
rural branches, one might be tempted to 
argue, is inherent in the system rather than 
being an indicator of malfunctioning. 

The paper indicated noir-interest cost 
ratio of 2.19 per cent for rural branches, 
1.85 per cent for urban and 1.76 per cent 
for semi-urban branches. The average 
non-interest cost ratio unrked out to 1.67 
per e'en! for the bank as against that of 


3.7 per cent for the natfonaiiaeil bahka.? 
A noticeably low non-interest cost rafkk 
of the selected bank might be again on ac¬ 
count of different accounting standards 
followed by the analyst. It is not very clear 
whether other expenses such as provision¬ 
ing, depreciation, etc were taken into ac¬ 
count by the analyst while calculating 
non-intciest cost. 

The paper worked out the adjusted pro¬ 
fitability ratio for the bank at 2.52 per cent 
but the figures published by the Indian 
Banks* As.sociaiion reveal that not a single 
public sector bank earned more than 0.95 
per cent profit during 1991- 92.' It is not 
clear how such a high profitability ratio 
has been reported by the paper. 

Rural banking is in general a losing pro¬ 
position and it is for this reason the 
Narasiniham Committee recommended 
the usefulness of banks segregating the 
operations of their rural branches through 
the formation of one or more sub¬ 
sidiaries.* However, this may not provide 
any solution to the problem of in-built , 
non-viability of rural branches, at any rate 
till agricuiiur’- and allied activities become 
profitable. 

There is probably no viable alternative 
to continuing with the existing system in 
which losses of rural lending are absorb¬ 
ed through the cainings from other bran¬ 
ches. Cross subsidisation, endorsed by the 
Khusro Committee' cannot be avoided at 
this stage, since that is the only way the 
rural activities could be promoted and the 
banking system as a whole would find it 
viable to operate. 

Notes 

1 S Vrnkitaramanan, ‘Changing Winds of the 
Financial Markei.s’, RA/ BuHetm, April 
1992. p 754, 

2 Report on Trend and /‘mgre.'ts oj Banting 
m India, IV91 92. Keserve Bank of India, 

p 61 

3 PuMk Sector Banks 1991-92, Indian Banks' 
Association 

4 Report of the Committee on f inancial 
System (1991). 

5 Report of the Agricultural Credit Review 
Commiuee (1989), Reserve Bank of India, 

p 118. 
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BALANCE SHEET & 
PROFIT & LOSS ACCOUNT 


THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


RAl ANCE SHEET EUR INDIAN OEEICES 
A S ON 31ST MARCH 1993 


PROEIT AND LOSS ACCOUNT OE INDIAN OEEICES 
EOR THE YEAR ENDED 31ST MARCH 1993 


(OOO’s omitted) 


As on As on 
31-03-93 31-03-92 

(Current (Previous 
Schedule Year) Year) 


(OOO’s omitted) 


CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 
Deposits 
Borrowings 
Other Liabilities and 
Provisions 

TOIAI. 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 

Contingent Liabilities 
Bills for Collection 



18,31,42 11,08,62 

5,52,72,68 4,83,18,75 

1,18,50,22 75,98,92 

45,61,59 49,72,94 


7,35,15,91 6,19,99,23 


1,21,68,12 53,21,70 

29,93 70,39,85 

1,89,73,11 1,72,82,21 

4,01,75,13 3,05,23,21 

4,95,74 4,15,25 

16,73,88 14,17,01 


7.35,15.91 6,19,99,23 


7,77,49,72 6.46,39,40 
22,55,61 21,61,46 


Notes on Accounts 17 

The schedules referred to herein form.an integral pan of the 
Balance Sheet 

This is the Balance Sheet referred to in our report of even date. 



I. INCOME 

Interest earned 13 

Other Income 14 

TOTAL 

I 

II. EXPENDITUKE 

Interest expended 15 

Operating expenses 16' 

Provisions and 
contingencies 

TOTAL 

III. PROFIT 

Net profit for the year 
Profit/Loss (-) 
brought forward 

TOTAL 

IV. APPROPRIATIONS 
Transfer to statutory 

reserves 

Profit remitted to 
Head OfTicc 
Less; Loss of last 
year remitted by H.O 
Balance carried over 
to Balance Sheet 

TOTAL 


Notes on Accounts 17 

The schedules referred to herein form an integral part of the 
Profit and Loss Account. 

This is the Profit and Loss Account referred to in our report 
of even date. 


Year 

Ended 

31.03.93 

Year 

Ended 

31.03.92 

95,64,31 

21.84.48 

77,14.00 

13,64,71 

1,17,48,79 

90,78,71 

51,20,12 

9,04,76 

48.04,69 

7.89,37 

42,32,17 

25,22,70 

1.02,57,05 

81,16,76 

14,91,74 

9,61,95 

7,68>1 

4,84,32 

22,60,68 

14,46,27 

2,98,50 

1,93,00 

7,68.94 

4,84,33 

11,93,24 

7,68,94 

22,60,68 

14.46^7 




for SHARP & TANNAN 
Chartered Accountants 
.Sd/- 

(M. P. Narsang) 
Partner 


BOMBAY 

Dated: 30 June 1993 


THL: BANK OF TOKYO, LTD. 
Bombay Olfice 
Sd/- 

(K. Kashima) 

Assistant General Manager 


THR BANK OF TOKYO. LTD. 
Bombay Office 
Sd/- 

(K. Oshima) 

General Manager 
& 

Chief Executive Officer for India 
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THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


SCHEDULES 


SCHEDULES tORMINO PART Of THl BAlANCt SHf If IS iiSi MARCH /W? 



— 

- — 

r - — - 


— 


(OOCs until tid) 


(OOO’s omitted) 1 


As on 

As on 


As on 

As on 


31 039) 

31 03 92 


31 03 93 

31 03 92 


(Curient 

(Picvious 


<(. urictii 

(Previous 


Year) 

Ytarl 


Vtai) 

Y(.ii) 

Schedule 1 —CapiUl 



SiherluU 4 llorniwinKH 



I For Banks incor[>orated 



1 Buirowings HI Indi 1 

i) Keseivf Bank il liidii 

t2 01(8' 

29 94 00 

Outside India 



II) (Ithri banks 

35(KI(K) 


i) Amount of investment 



III) Other iiisiituiioii 


deposited with RBI 
under Section 11(2) 



and agencits 

11 t9 '■> 

46 04 9? 

of the Banking 

Regulation Act, l‘)49 

TOTAI 

M6.S0 

6,16,50 

6 16 50 

6 U M) 

II Boiiowinte. outside India 

rr/IAI 0 and II) 

1 IS so,v 

75 98 92 

1 18 50 ” 

■'5 VK 92 




Secursd bofrowings iii 






1 & Il abovi R> 



Schedule 2—Reserves 
and Sar|>lus 



Schedule 5—Other 



1 Statutory Reserves 



iaabiliUeH and Proviaionfi 



Opening Balance 

3,39,68 

146 68 

1 Bills payable 

5 14 08 

10 19,52 

Additions duiing the 



II Inter office 



year 

2,98,50 

1,93 (K) 

adjustnient. (Net) 

4 70 85 

4 15 74 

Deduction, during 



III Inteiest accrued 

I4<i0 4/ 

II 15 87 

the year 



IV Others (including provisions) 

>0 87 19 

24 01 81 


6,38,18 

■■ 39,68 

TOlAl 

45 61 S9 

49 7? 94 




Schedule 6--C.a8h and BalantcH 



II Balance in Profit and 



With Kenervi Bank of Indu 



1 OSS Act aunt 

11,93,24 

7,68 94 

I C ash in hand (including 




— 


foreign currency notes) 

I 83 19 

2 64 43 

«yrAl (I and 11) 

18,31,42 

11,08,62 

11 Balances with 






Reserve Bank of India 

i) In C urrent Account 

ii) In Other Accounts 

1 198493 

50 57 21 

Schedule 3—Orpusils 



TrnAl (I and II) 

1 21 68 12 

‘ 1 21 71) 

A 1 Demand Deposits 

2,97,37 

7 36,93 

Schedule 7 —Balaneea 



i) From Banks 

with Banka and Money 



ii)From Others 

1,00,27,53 

81.05,95 

at Call and Short Notice 




1,03,24,90 

88 42 88 

1 In India 





1 ) Balance with Banks 



II Savings Bank Deposits 

33,73,98 

32.74 58 

a) In Current Accounts 

b) In Other Deposit Acinunts 

27 84 

36 2'> 

III Iferm Deposits 



11 ) Money at call 



1 ) From Banks 

10,00,00 

1,27,5000 

and short notice 



ii) I rom Others 

4,05,73,80 

2,34.51 29 

a) With Banks 

b) With other Institution' 


'(l(X)OO 


4,15 73,80 

3.62.01,29 




— 

- 

lOTAl 

2^84 

70 36,22 

lOTAl (1. II and III) 

5,52,72,68 

4,83 18,75 

II Outside India 






1 ) In ( unent Accounts 

2W 

3,63 

B i) Deposits of branches 
in India 

5,52,72,68 

4.83,18 75 

II) Ip Other Deposit Accounts 

III) Money at call and 
short notice 



III Deposits of branches 





outside India 



lOriAl 

209 

3,63 

TOlAl 

5,52.72,68 

4,83,18,75 

ORAND rOTAI (1 and II) 

29,93 

70,39,85 
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SCHEDULES 


THE BANK OF TOKYO, LTD, 

(Incorporatod m Japan Liability of Members Limited) 


SCmDU!IS lORMINCJ PART Of fHI RAl ANCl SHU I AS ON ilSl MARCH 1993 




(000 s oinitud) 

[ (OOO’s omitted) 



As on 

As on 


As on 

As on 



UOJ 91 

11 01 97 


11 01 91 

11 0192 



(( uricnt 

(Previous 


(( urreiit 

(Previous 



Year) 

Yiai) 


Year) 

Year) 

Sdieduir S—Invfhtnienlx 



Sli«*dulc 10 FisedAhHils 



1 

Investments in India in 



1 Premises 





At cost as on list Maich 




i) (jovcrnnitnl seiunlits 

1 6? 9S «( 

I 45 01 90 

of the preceding year 

I 15 00 

1,15,00 


(Market Value Rs I.S7,00 50) 



Additions during the year 



(l*revious Ycai Rs l,4t,76,K') 



Deductions during the ycai 




ii) Othei appnm d 



Dc'prcciation to date 

1,85 

1.41 


setunlics 

III) Shares 

25 Kt V 

26 S > 05 

lOIAI 

1.11.15 

1.11,57 


n U 

U It 

11 Other 1 ixed Articles 

IV) Debentures and 




bonds 

ISdl 

1H91 

(including fuiniliin 




v) Subsidiaries and/ur 



and fixture) 




ininl ventures 



At cost as on list March 




VI) Olliers 

(in Units of Indus Vemun 

20 00 

20,00 

of the preceding year 

Additions during the ycai 

5 57.81 
1.6092 

5,18,19 

41,91 


C apital 1 und) 



Deductions during the yeai 

?7,-'6 

2,12 




Depreciation to date 

1,28,18 

2,76.12 


lOTAl 

1,89,71 1! 

1,72 82 21 

rrriAi 

3,62,59 

3,81,68 

Srhrdnlr 9 - AilvanerN 



rUFAl (1 and II) 

4,95.74 

4,15.25 

A 

i) Rills punhased 



Seheduk II- Other AMaelH 




and disiounted 

1.50,07,61 

1,19 12 96 

1 Interest accrued 

12.55.51 

10,95,54 


ii) t ash credits, oveidrafts 



II Others 

4,18,17 

1.21.47 


and loans repayable 



lOIAl 

— 



on demand 

7,H,21,47 

1,/1,28,95 

16,73,88 

14,17,01 


III) lerm loans 

18,44.03 

14,61.10 

Sebc^dule 12— i ontingent 







laatiihlieH 




ItTiM 

4.01,75,11 

1,05,21,21 

1 C lainis against the hank 



B 

1 ) Secured bv tangible 
avsris 

2 79,92,11 

2,22,11,27 

not acknowledged as 
debts 




II Liability lot partly 




II) ( overed by Bank/ 



paid investments 




Ciovernmeni guarantees 

69,80.04 

22 65,17 

III 1 labihtv on account of 




111 ) Unsecured 

52,02,78 

60,26 77 

outstanding forward 
exchange contracts 

2 15 81,98 

2,47,81,29 


R7TA1 

4,01,/5,11 

1,05,23,21 

IV (luarantecs given on 







behalf ot corislitur nts 



C 

1 Advances in India 

i) PfRinty sectors 

25,21,98 

1651 51 

a) In Indi'a 

b) Outside India 

2.65.17.9: 
76,25,91 

1,59,57,40 

65 17,61 


V /kcceptanccs endoisrmenis 


II) Public SCH.tOI 

■'7,04 


and other obligations 

2,20.21,89 

1.73 83,10 


in) Banks 



VI Other Items lor which 





2.88 69,70 

the Rank is con'ingcntly 




IV) Others 

175,74,11 

liable 




IX.HAI 

4 01,75.11 

1.05,71.21 

rrriAl 

7,77,49,’2 

6.46,19,40 
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yii THE BANK OF TOKYO, LTD 

(Incorporated m Japan Liability of Members Limited) 


SCHEDULES 


SCHEDULES FORMING PART OF THE PROFIT AND JX)SS ACCOUNT FOR 
THE YEAR ENDED 3IST MARCH 1993 


(OOO’s omi(led) 

((XlO's omitted) 


Year 

Year 


Yf.ir 

Year 


Ended 

Ended 


Ended 

iinded 


31.03.93 

31 03.92 


T 1.03 93 

31.03,92 

Schedule IS—Intrrrsl 



Schedule 16—Operating 



Earned 



Expenses 



1. Intcrest/discount on 






advances/bills 

59,85,58 

44,75,04 

1. Payments to and 






provisions 



II. Income on 



for employees 

4,04,37 

3.97.59 

investments 

21.85.77 

16,91,16 




III. Interest on balances 



H. Rent, taxes and 



with Reserve Bank of 



lighting 

93,67 

98,72 

India and other 






inter bank funds 

5,60,94 

8,43,45 







HI. Printing and 



IV. Others 

8,32,02 

7,03,45 

stationery 

49,01 

44,15 

TOTAL 

95.64.31 

77,14,00 







IV. Adverti.sement and 






publicity 

76 

I.I9 

Schedule 14—Other 






Income 



V. Depreciation on bank’s 



1. Commission, exchange 



property 

67,13 

49,85 

and brokerage 

5.44,96 

4,77,82 




11. Profit on sale of 



VL Directors’ fees. 



investments 

11,21 

52,70 

allowances and 
expenses 

12 

31 

Hi. Loss on sale of land. 






buildings and other 



VII. Auditors’ fees and 



assets 

(42) 


expenses (including 



IV. Profit on exchange 



branch auditors) 

1.33 

2.03 

transactions (Net) 

9,67,74 

8,23,17 




V. Miscellaneous income 

6.60,99 

11,02 

VHI. Law Charges 

13,75 

5,89 

TOTAL 

21,84,48 

13.64,71 

iX. Postage, Iblcgrams, 




-—- 


Telephones, etc. 

70.23 

65,66 

Schedule IS—Interest 






Expended 



X. Repairs and 






maintenance 

40,31 


1. Interest on deposits 

34,61,41 

29,85.46 




II. Interest on Reserve Bank 



XI. Insurance 

33,24 

19,41 

of India/inter>bank 






borrowings 

3,46,74 

2,33,21 







XH. Other tapendituie 

1,30,84 

66.02 

HI. Others 

13.11,97 

15,86,02 




TOTAL 

51,20,12 

48,04,69 

TOTAL 


7,89,37 
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AUDITORS’ RI PORT 


THE BANK OF TOKYO, LTD. 

^ ^ (Incorporaled in Japan L abilit/ of Members Limited) 


I 


it 


S'hfMluh 17 A((<»uiiUnf> poiirieH afi«l noles formiiiji> part of liie arcounlH for the year ended 

31ht Mareh 1<»93 

l*nnri|Mi Ar.ounlina Polo lew 

(1) <rtn*ral 

I he diiompaiiv 111)1 Ilium i«l Ulemt iit<. h jvi hunpupiret) >n ihi li slorMi losi basis and confirm to thi sialut iry puwisiuiu 
and iniclivis puv iiIiuk hi iIk lounliv 

(2) I raniiai lionn insolvinK Fonian l*\<hnna< 

Mnrielaiv assrts iiid liabililKs as well as out tiridiiiy I oiwaid I vshaiijii < onlracls are translated hall yiailv at lates prescribed 
by 11 HAI and th' i« ulliiijt piolil los is uk iiiiid lor (>uii inlet lillei nl ( icdits and Aiccptaiicts are translated a 
I I (Middli) r il s 
(1) insiNlimiita 

Investmeiil in valiiid it thi lowii ot sosi oi niiikii value Wheit rtmil market quotations ire not available the mvcilments 
aie laktii ai himk salue 
(4) Advanten 

<\) I’loveioii till doubtful adsaiices havt bein mode to the satidaction of the auditors in respect of identified advances based 
on a ptnodii iivww of advances and at let takiii|t inloattounl the ieBlis.bie value of securities, the portion of advance guaranteed 
by tht rX|K> It III uranct and I rtdit fiuaiantce t orporat on iht I xpori (rcdit & Ouaramee ( orporation similar statutory 
bodies uid piudentiil at counting norms laid dvmn by RBI loi the a>sf| classiticatioii and provisioning lequiiemerils thereof 

(b) rrovisKiiis 111 i(S|)cit ot doubtful idvaiuts hist bttn dtducUd liom advances 

(c) I’losisioiis hist betn made on gioss basis 
(^) listed AmhIii 

(a) Freniise and olhci liscd assets havt been ac oiinted foi at Ihtir hisloitcal cost 

(b) Depieualion has bttn (iiovidcd to on the diminishing balamt method it the rates specified in Iht Income Tax Act I%1 
(6) Staff BrnefitM 

Piovisioii lor giatuily pension belief it to st iff hu been made on an accrual bisis Scparali fund for pension has betn treated 
(/) Net Profit 

(a) The net piotil distlostd in iht I'rolil and I oss Atcount is atlci considenng 
(t) Proviaon fur taxes on iiitomt 

(ii) Provision tor doubtful advaiiic 

(III) Provision foi depreciation in the v due ot s|>etilit invcstmtiils sshich in valued xl lower of tost or maiktf value bul 

(b) Without ton itkiing inletest incoint in lespecl of non perlorining assets taking into actouiit thi piudcntial norms laid down by 
RBI 

Nolen on tht Attounln 

(1) Mead Olfiot adimiiiilrativt existns< s fiavt not bet n tharged m tht acsount> and provision for taxes has been computed without 
deduction of siith txixnsc 

(2) Provisions and toiilingtni Its III! ludi K IIKS lat (in luding piior yc ii 110 lacs) being provision ft i incoint laxandRs 180 
lacs towards Inli It SI Ia\ 

(1) Inlet oflict balanti is net of Rs W lats btmgaiiionni iv-ccivtd from Htad Offict foi lheacquisiiii>n of lesidcntiaf premises 
fill Bank sofficcis 

(4) Previous seir «ligtiies havi bttn rtgroupcd/iiaiiangttl whi ri ver netcssaiy tocoiiform with the amendments made to ihe Third 
Schtduli of tht Binking Ptgiilitioii \ci I91*t 


Audilore Ki‘|M>rt on the Indian Branch of I he Bank of lokyo. Ltd. 


We have audited the aituhed Balanct Sheet of the Indian Biaiuhof The Bank of'^ukvu I td, as at 3fst Match 1991 and also the annexed 
Piofit and I OSS Account of the Indian Blanch of the Bank foi the year ended on that date, in which are incorporated the returns fidm 
Calcutta and New flelhi biaii hes audited under Section 228 of the C onipaiiies Act, 1916 by other auditors 

In aaordaiice'with the pi vioons ot Section 29 of the Banking Keguialiun Ail 1949 lead with the provisions of sub sections (I), (2) 
and (5) ot Section 211 and sub section (^) of Section ?7'7 ol the ( ompanies An 1916 the Balance Sheet and the Profit and I oss Ac 
count, are not required to Ik and are not drawn up in atcordanct with Schedule VI to iheC ompanies Ad 1956 Ihr accounisare thereloie 
drawn up in conformtiv with I oiins A and B ol the third Schedule to ihe Banking Regulation Act 1949 
We report that in aicoidout with sub section (I) of Setiion )ti of the Biiikmg Regulation Act, 1949 

a) We have obtained all iht iiitoimation and cxplanalions w hith to the best ol our knowit dge and belief wete necessary for tht purpose 
of our audit and hast t mud them to be saiislaiior) 

b) The transactions whith have tome to oiii notici have been in out opinion within thi poweis of the Indian Branch ol the Bank 

c) In our opinion pto[iei hooks of atcount is i<*quired by law have been kept by the Indian Biaiich so tar as appears from our examina 
lion ol those books 

d) Theieporl on iht aci ounis of I alt ulta and New Ihthi Branches ol the Bank audited bv the rtspedive Branch Auditors were rexeiv 
ed and properly dealt with by us wSiK preparing our it {sort 

e) The Balance Sheet and tfit Profit and ! oss Actount ol the Indian Branch of Ihc Bank dealt with by this leport are in agreement 
with Ihe btxsks of atioum and tht rctuin 

toi SHARP & fANNAN 
( haltered Accountants 
Sd/ 

Bonbay (M *> NARSANCv) 

IJaled 10 June 199) Partner 
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© STATE BANK OF TRAVANCORE 

(Associat* or tht Ststa Bank of India) 

H.O. THIRUVANANTHAPURAM 

BALANCE SHEET AS ON 31tt MARCH 1893 AND PRORT & LOSS ACCOUNT FOR THE YEAR ENDED 31#t MARCH 1993 




CAPITAL AND LIABILITIES 

AS ON 31-03-1993 

Rupeos in thousands 

AS ON 31-03-1992 

1. Capita! 

2.00,000 

2,00,000 

2. Reserves and Surplus 

f>.3B,590 

2,03/34 

3. Deposits 

3,20,84,081 

2,73,60,954 

4. Borrowings 

8,02,574 

7,85,134 

5. Other liabilities and provisions 

55,56,030 

59,63,213 

Total 

3,91,81,284 

3.45,13,035 

PROPERTY AND ASSETS 

1. Cash and balance with RBI 

70,45,337 

55,66,610 

2. Balance with Banks and money 
at call and at short notice 

3,75174 

22,67,543 

3. Investments 

1,12,27,413 

96.93,421 

4. Advances 

1,89,62,670 

1,49,63,592 

5. Fixed Assets 

1,77,165 

1,58,277 

6. Other Assets 

13,93.519 

18,23,592 

Total 

3,91,81,284 

3,45,13,0.15 

Conllngont llabllllles 

1,48,13,6/6 

1.63,14,659 

Bills tor collection 

20,59,170 

14,56,802 


T* iiw 1 Iff 11! I m il' f N H In ^ 



1. INCOME 

YEAR ENDED 31-03-93 

YEAR ENDED 31-03-92 

1. Interest earned 


4161923 

3465004 

2. Other Income 


534174 

3249-11 

Total 


471609/ 

37fU)7ji45 

II. EXPENDITURE 




1 . Interest expended 


3040681 

2329948 

2. Operating Expenses 


1074610 

915546 

3. Provisions and contingencies 


.51982,'' 

493574 

Total 


~4>)35113 

3/39068 

III. NET PROFIT FOR THE YEAR 


80984 

50877 

PROFIT BROUGHT FORWARD 


897 

20 

Total 


81881 

”50897 

APPROPRIATIONS 




1. Transfer to Statutory Reserves 


52000 

22000 

2. Transfer to Other Reserves 


Nil 

Nil 

3. Proposed Dividend 


28000 

28000 

4. Balance carried over to Balance Sheet 

1081 

897 



81881 

5089? 
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Rouble Debt 

Since inid-1990 India is living under the shadow of a large external debt 
in hard currency that has transformed Che country's economic scenario 
beyond recognition. Our debt to the erstwhile USSR was initially lucked 
away from the public view; however, negotiations on the size and 
modalities of repayment of this debt had been going on with the 
USSR and later Russia. When an agreement was iinaliy reached in 
January 1993 the general view in India wra.s thai our government 
had conceded everything. An assessment of the controversy 
against a broader canvas. 1443 


Empty Boxes 


While the goals set out in general terms in the finance ministry’s 
discussion paper on economic reform are as unexceptionable as 
motherhood and ’dal-roti’, the document throws little light on the 
country’s medium-term economic prospects. The obvious inference is 
that this is all part of an arranged set of rites and ceremonies to be 
carried out before Che government goes again to the IMf and the 
World Bank for the next dose of ‘exceptional nnancirig*. 1417 


The Roots 

It is essential to take stringent action 
against those guiliy of fraud and 
coiruption, but it is Ihe economic 
reform programme of the government 
which needs to be questioned 
squarely in ihe light of Ihe slock 
market scam and its impact on 
the economy and polity. 1418 

Exploited 

The expansion of the beedi industry 
has provided employment 
opportunities for women, but the 
women workers are exposed lo 
economic and sexual exploitation 
and severe health hazards, female 
workers are under constant pressure 
from both the employers and 
their parents/husbands. 1461 

InveHtment axid Growth 

What will be the impact of the 
decline in the share of investment 
goods in investment as a result of 
the new economic policy on the 
long-term growth of the economy? 
What order of increases in the 
efficiency of domestic resource-use 
and in the inflow of investment 
goods from abroad will be required 
to sustain the growth rate? 14SS 

INationalism 

The debate on nationalism needs to 
be relocated in the politics of the 
present, juxtaposing nationalism to 
the so-^led non-nationalislic 
realities, marking their 
tensions, appropriations and 
approximations. 1433 

Defiled! ~ 

What happened when the activists of 
the People's An and Literary 
Association sought a place for the 
daliis and the sudras m 'bhoologa 
vaikundam’, the Sn Ranganaihaswami 
temple in Thiruvarangam in_ 

Tani|l Nadu. 1422 


More Power? 

The liighih Plan envisages a net 
addition of TK.Otyi MW lo (he 
national power grid This seems 
to be accepted by all and the 
argument is about how much of the 
additional capacity should be m 
the private sector and how much in 
Ihe public. Bui do we need 
3B.OOO MW of additional 
power at .ill'' I42l> 

Vof<*-Gath r-rinjK 

In UP, in an allempf to go beyond 
the traditional backward class- 
Muslini-dalit appeal, Mulayam Singh 
Yadav has supported C'handraswamy’s 
so-called .Som Vbgya and is adopting 
a line on the mandii-masjid 
issue calculated lo appeal to 
conservative Hindu sentiment. 1421 

Mistaken Identity 

What IS state terrorism: the US 
missile attack on Baghdad. 
indi.scriininaiely killing men, women 
and children, or the alleged 
involvement, far from proven yet, 
of the Saddam regime in a 
plot to a.ssiLSsinate George 
Bush? 1423 

Fatal Flaw 

Poor P C Mahalanobis. The 
Professor, whose centenary is 
currently being celebrated with much 
deroureness, had lost his way. He 
read his people wrong and 
constructed an autarkic model 
which made no reference to the 
foreign sector. It was therefore 
bound to come a cropper. Il duly 
did. There was for some subsequent 
lime much confusion, but all is well 
that ends well, we now belong, 
inalienably, to an international 
economic system. How does it 
matter if we are one hundred thirty- 
fourth in a class of one hundred 
seventy-three? 1415 







LETTERS TO EDITOR 


Indonesia, Sangh Parivar 
and Muslims 

LALKRISHNAAdvani and Sangh parivar 
friends never tire of reminding Muslims in 
India about Muslim culture in Indonesia 
where the Ramayan and Mahabharat sto¬ 
ries are a part of their folklore. Sangh 
parivar advocaic.s may wish to refer to the 
news item in ne Times of India of July 1, 
1993 where the experience of a Nagpur 
community on Muharram in 1924 iscited; 
“For the first time in the history of Nagpur, 
Kerbala, the tenth day of Muharram passed 
off without Hindus participating in it, in 
accordance with the wishes of the Hindu 
Sabha It was almost a revolutionary step. 
For years past it was the Hindus who 
played the predominating part and made 
Muharram what it was in Nagpur.” This 
receptivity of our culture may be noted. 

As social scientist and a worker in the 
field in Indonesia for nearly four years, 1 
can say that such a break ai happened in 
Nagpur in 1924 would not happen in Indo¬ 
nesia. They are a very gentle, sensitive and 
receptive people there. In my three years in 
Yogyakartafformercapital), I did not come 
across a single skirmish on the road. On 
first day of my return here, an autorick- 
sbaw driver and a motorcyclist were at 
each other—a not uncommon sight in 
Bombay. At the political level, as a part of 
the campaign for national unity Uatiasa 
Indonesia was adopted as the national lan¬ 
guage, even though 70 per cent of the 
people in Indonesia speak Javanese and all 
their presidents since independence have 
been Javanese. C^ontrast this with India, 
where, by a casting vote Hindi was im¬ 
posed as our national language and that in 
spile of Gandhiji’s preference for a plural - 
istic Hindustani 

Indonesians are a very musical people 
and sing Indian songs in perfect tunc and 
the right pronunciation, 'f'hey also sing 
Arabic songs. Such receptivity is second 
nature to them, because they have a strong 
Indonesian identity and feel it cannot be 
corrupted by outside influences. They feel 
deeply Indonesian without any outward 
show of nationalism or of their religions 

Both Hindus and Muslims in India have 
a lot to learn from the Indonesian people 
The jarring aggressiveness of 1924, noted 
above, is a good example how to do things 
if an internal integration is to be achieved 
in this nation. One cannot hit people on the 
head and say ‘integrate’, it can only bring 
the wrong results as any understanding of 
elementary psychology will indicate. How¬ 
ever, one wonders—who is an Indian? 
Around here one is cither a Hindu or a 


Muslim or a C^hristian, a Maharashtrian, a 
Punjabi, a UP-iic or what have you Where 
is the commitment to this land of ours'> 

AZI/, PABONtY 

Bombay 

US Attack on Iraq 

WHILE some academic practitioners in 
the field of international relations are 
engaged in writing scenarios based on the 
incipient multipolarity of the present-day 
world. Bill Clinton’s two strikes against 
Iraq have rudely drawn attention to the 
incontestable reality of the continuing 
unipolarity of effective power at the 
moment—so much so that the Star and 
Stripes could this time dispense with the 
ftg-leaf of the UN flag for carrying out 
the terror strikes against an unsuspecting 
country. 

China apart, in the wide world there has 
not been even a murmur pf unequivocal 
protest by any government against this 
blatant defiance of civilised norms of in¬ 
ternational co-existence so laboriously 
evolved over the centuries and so ela¬ 
borately codified in international law and 
UN regulations. America’s former super¬ 
power rival, or rather its relic in the form 
of Russia today, has only revealed its split 
political personality as the Russian foreign 
ministry officially backed its patrons in 
the White House while the country’s yice- 
president, Rutskoi, and one of the two 
houses of parliament denounced the US 
strike against Iraq as well as Kremlin’s 
subservience to the great White Chief. In 
balance and on the whole it was hardly 


anything to bother the bullies in 
Washington. In an ambiguous mumbling 
which juxtaposed concern for the national 
sovereignty of vulnerable nations and acts 
of international terrorism, India failed to 
indict the US for its insolent exercise of 
state terror. This vociferous champion of 
third world interests of yester-year has this 
time in effect chosen to condone the US 
conduct in Iraq, as it has failed to nail 
down the US missile attacks as an act of 
state terror. 

While the UK has followed its tradi¬ 
tional courtier’s role by echoing the US 
voice, the potential recalcitrants among 
the G-7 powers, i c, Germany, France and 
Japan, have done little more than refrain¬ 
ing from applauding the US bully. 

This being the real correlation of world 
powers today, the US president had no 
problem in pursuing his aim in this case, 
which, was to inflict punishment upon 
Saddam Hussein in order to serve notice 
on all third world countries. No less im¬ 
portant probably were his cxpccutions of 
bonus in his home politics. The subse¬ 
quent polls have indeed confirmed that 
the Iraq strikes have led to a rise in 
Clinton’s rating at home. 

The multipolarity scenarists also mi^ 
not be entirely mistaken. Whatever the 
situation today, the critical elements in 
Russia and the stated and unstated reser¬ 
vations reflected in the positions taken by 
Germany, France, Japan and even India, 
someday combined with the outspoken 
opposition of China may lead to a clearer 
derinition of diverse political stances 
among the dominant G-7 coalition of 
today. 

A Reader 
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The Pressure Mounts 


W ITH the political vacuum in the governance of the country 
and in the absence of effective opposition from political 
parties and the affected sections of the people, the bureaucracy 
is making plans to aggressively push ahead with the structural 
adjustment of the economy, unmindful of the social consequen¬ 
ces. A number of recent developments have brought this out 
clearly. First, there was the Aid-India Consortium meeting in 
Paris in the third week of June which became, more so than 
in earlier years, an occasion for the multilateral organisation.s 
and the aid-givers to demand, and the government of India to 
promise, redoubling of efforts towards structural reform of the 
Indian economy. Second, the government has announced that it 
will begin later this month negotiations with the IMF for a thiec- 
year borrowing arrangement under the extended fund facility 
(EFF) involving substantially stiffer conditions than the stand¬ 
by arrangement just drawing to a close Simultaneously, negotia¬ 
tions are also being pursued with the World Bank and the Asian 
Development Bank on Financial sector reform as well as sec¬ 
toral adjustment progiammes affecting the power, hydrocarbon, 
transport and telecommunications sectors. As the country gets 
deeper in debt to the international organisations, closer co-ordi¬ 
nation among them, the IMF and the World Bank in particular, 
in prescribing tighter policy and performance conditionalities 
is only to be expected. The government, however, keeping up 
the pretence that the economic reforms are all a matter of its 
own volition, has come up with a ‘discussion paper’ on 
‘Economic Reforms: TWo After and the Ibsk Ahead’. Final¬ 
ly, the country’s earlier negotiating stance seeking modification 
of the Dunkel draft, particularly on intellectual property rights, 
has been abandoned and the concerned officials have gone pubhc 
advocating wholesale acceptance of the Dunkel proposals. 

The finance secreury assured the Aid-India Consortium 
members in Paris that the government was determined “to push 
ahead and put economic reforms firmly on the agenda’’. The 
government, he informed the aid-givers, expected an export 
growth of 14 per cent this year and a current account deFicit 
of S 4.S billion (1.7 per cent of GOP) compared to $ S.2 billion 
last year. The deficit would be further reduced in the next two 
years. Tkking into account all capital flows, there would be an 
‘exceptional Financing’ gap of S 1.8 billion in 1993-94, which 
would be lower than that last year ($ 2.5 billion), and of S 2.2 
billion in 1994-95. The consortium countries have this year pledg¬ 
ed S 7.4 billion in loans compared to the commitment of $ 7.2 
billion last year. Over the next five years India would require 
an average of about S 6 billion annually for repayment of 
medium- and long-term debt, including the IMF credit but not 
NRI deposits, defence loans and rouble debt. It is further pro¬ 
jected that the country would need about $ 8 billion in gross 
capital inflows in 1993-94 and $ 10-12 billion in each of the 
following four years. Hence the necessity of the EFF loan, to 
provide a cushion against balance of payments shocks. 

While organising the Aid-India Consortium commitments, 
the Wbrid Bank has sought to press upon the Indian govern¬ 
ment a six-point programme for urgent action covering (i) tax 
reform and expenditure rationidisation and reallocation; (ii) more 
foreign trade reform in the form of further cuts in tariff rates 


and “decisive action to liberalise consumer goods imports and 
agricultural exports by 1994’’; (iii) accelerated Financial sector 
reform with I he accent on promoting greater private sector par¬ 
ticipation; (iv) restructuring ot public sectoi undertakings; 
(v) reform of agriculture and energy; and (vi) substantial 
improvement of aid utilisation. At their press brieFing on their 
return from Paris, the Indian officials dutifully announced that 
“financial sector reforms and fiscal correction together are on 
top of the government’s policy agenda in the coming year". 
Recapitalisation of banks linked to their operational efFiciency 
and overhauling of the rural credit structure, including of in¬ 
stitutions such as NABARO with the emphasis on timely and 
adequate credit rather than subsidised lending are high on the 
financial reform agenda. To minimise the burden on the budget, 
the State Bank and a few other banks would be allowed to raise 
equity funds from the market. Existing private banks would be 
allowed to expand and some new ones to be set up. The pro¬ 
portion of funds pre-empted through the SLR and CRR would 
be lowered further. The ceiling on bank deposit rates and the 
floor under tending rates would be phased out, excei>t for a .singte 
concessional lending rate set some 3 percentage points below 
the rate charged to prime borrowers. As for fiscal consolida¬ 
tion, the government would concentrate on reduction and 
redirection of subsidies, raising administered prices, further cuts 
in budgetary allocations to PSUs and completion of tax reform. 
The central government’s budget deficit, which had overshot the 
target of 5 per cent of GDP by about 0.7 percentage point in 
1992-93, would be brought down to 4.7 per cent in 1993-94 and 
eventually to 3 per cent in 1996-97. 

With this goal of a further sharp reduction in the fiscal deFicit, 
public expenditure would have to be signiFicantly curtailed in 
real terms, leading to reduced demand for industrial products 
and recession and worsening of unemployment. The way the 
public sector is being sought to be restructured will also make 
its own contribution to the growth of unemployment. As it is, 
because of growing capital and import intensities labour absorp¬ 
tion in industry suffered significantly in the l9K0s. Fiscal con¬ 
solidation will also mean slower growth of allocation for the 
social sectors, such as education and health, which have already 
suffered a setback in the First pha.se of structural adjustment. 
The squeeze on state finances will further hurt these sectors. 
There is nothing in the reform strategy to help enlarge the pur¬ 
chasing power of the poorer households for whom additional 
employment alone can be the source of economic betterment. 
With the size of the domestic market thus conFined, the spread 
effects of growth will necessarily be minimal. At the same time, 
the resources generously left untouched in the hands of the 
better-off sections and the rich as also the abundant liquidity 
with the financial system—as a result of reduced absorption by 
the public sector and the softened pressures on banks to meet 
the credit needs of small industry and other small borrowers— 
are likely to be dissipated in unproductive uses, thus failing to 
make up for the reduced investment by the public sector. The 
persistence of the recession in industry is an ominous portent 
in this respect, though government spokespersons would rather 
pretend not to notice it. 
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HUMAN RIGHTS 

False Promises 

WHEN the Amnesty International team 
visited India last year and Mas assured by 
home ministry officials that the govern¬ 
ment would put an end to custodial tor¬ 
ture and deaths, the team took the of¬ 
ficials at their word and announced that 
there was a perceptible change in New 
Delhi's attitude towards human rights 
violation. Indian human rights activists 
had advised the team at that time not to 
rush to give the government a clean chit. 
Being old hands in the business of deal¬ 
ing with the duplicity of the home 
ministry, they warned that the latter’s 
rhetoric about respecting human rights 
was for international consumption, while 
inside India people would continue to suf¬ 
fer in police custody. 

As was expected. Amnesty Intel na¬ 
tional is now regretting its carliei decision 
to welcome New Delhi’s assurances. It has 
brought out a report listing the deaths of 
three men in the custody of the Delhi 
police between January I and April II this 
year. Commenting on the incident;;. 
Amnesty says: “...the organisation is grave¬ 
ly concern^ about the [Indian] govern¬ 
ment’s lack of determination to translate 
into practice the commitment to protect 
human rights it says it has made. It has 
failed to take the concrete measures—such 
as strengthening legal .safeguards for de¬ 
tainees in custody—that it told Amnesty 
International it would take during 
meetings in New Delhi in November 1992r 

What needs to be understood is that (he 
government is merely changing tacks— 
under pressures from abroad. Unable any 
longer to conceal incidents of custodial 
deaths and dismiss them as fabrications 
by India’s enemies (as it did before). North 
Block is now acknowledging them, but 
passing them off as aberrations. In its 
response to Amnesty’s earlier submission 
of 453 cases of custc^ial deaths, it has ad¬ 
mitted that in more ihan a third of the 
cases there was prima facie evidence that 
further action was needed against the 
police personnel allegedly responsible for 
torturing and killing suspects in police 
custody. Further action however remaias 
a far cry. According to the government’s 
own response to Amnesty’s allegations, 
only a few of the perpctratois of custodial 
aimes have been brought to justice, and 
among their victims even less have been 
granted compensation. 

In spite of international exposure and 
pressures (which are necessary), custodial 
torture and deaths in India will continue 
for a number of reasons. First, the system 
of pre-trial judicial confession encourages 
the police to extort confessions from the 
accused by short-cut third degree methods 
in order to build up the case against the 
accused. Petty criminals—and in a large 
number of cases, innocent poor people- 
become victims of this system. &condly, 
the type of people who are recruited at the 


lower levels ol Ihe police force reinforces 
the brutalisation of the force. Brawn 
rather than brain is the main criterion for 
their recruitment. In Ihe major metro¬ 
polises of India, one hardly finds any dif¬ 
ference between the mentality and 
behaviour ot the police personnel and the 
mafia dons and criminals. In fact, some 
among the police move in and out from 
the underworld. Cases of policemen in 
mufti indulging in crimes arc quite com¬ 
mon. Given this composition of the police 
force, IS It any wonder that station house 
officers and their subordinates m charge 
of local ‘tlianas’ would indulge in sadistic 
torture of (icuple who are unfortunate 
enough to land up in their custody? 

Since it is almost impossible to change 
the behaviour pattern of these people— 
who arc cither congenital brutes or are 
trained to become brutes—as long as they 
man the police stations, custodial torture 
and deaths will remain a part of our social 
existence. And they will condnue to be the 
backbone of t he Indian pobce force since 
the Indian state needs them to terrorise 
the citizens into submission, and suppress 
any resistance that they might put up 
against the state’s oppressive policies. 
What Amnesty International describes as 
the “government’s lack of determination" 
(to protect human rights) is actually a firm 
determination to continue with the pre¬ 
sent slate of .affairs and reinforce the 
brutalisation of the police force. 


IMF ('RI-Dn FOR RUS.S1A 

Reward for Reform 

THE announcement of the IMF’s ap¬ 
proval ol its credit of $ 1.5 billion to 
Russia is significant not so much for the 
amount involved as for its timing. The 
credit is meant to support the Russian 
economic reform programme. The an¬ 
nouncement came on the eve ol the (j-/ 
meeting in Tokyo to which president 
Yeltsin had been specially invited and 
within a week of the disclosure that of the 
$ 4 billion credit promised Russia earlier 
in the year by western governments, hardly 
$ 500 million had been put together. 

The pre.ssure on the IMF to loosen up 
with respect to its a.ssi$tance to Russia has 
been growing over the recent weeks and 
days and that too particularly from the 
US. Possibly, t he way the western govern¬ 
ments themselves had reneged on their 
promises of financial support had some¬ 
thing to do with (he pressure on the IMF. 
But perhaps no less important have been 
the considerations of international 
politics. On no account is Russia to be 
given grounds for drifting away from the 
we;iera embrace. Significantly, the Rus¬ 
sian government was among the first few 
to voice unqualified support for the US 
missile attack on Baghdad on the basis of 
what has still to be established—namely, 
the Iraqi intelligence’s hand in an alleged 
conspiracy to assassinate George Bush 


while he was visiting Kuwait. Interesting¬ 
ly, even Mikhail Gorbachev has gone 
public in condemning the US action and 
Ihe Russian government’s support for it. 

It IS also significant that out of the S 3 
billion facility recently created in the IMF 
to support countries effecting economic 
reforms, as much as half has bircn promis¬ 
ed to Russia. So the rest of the member 
countries implementing programmes of 
economic reform will have to do with only 
the balance of S 1.5 billion. Of course, the 
manner in which this particular facility 
has been conceived and its timing make 
it abundantly clear that the facility is 
mean! to support only the east European 
countries. Third world countries had more 
or less been excluded from the very begin¬ 
ning, though the fact that the Fiipd has 
been charged wjth this additional respon¬ 
sibility would certainly mean a reduction 
in the share of Fund assistance to its other 
clieni.s. 

WEST BENGAL 

Open Congress-BJP 
Alliance 

Ajit Roy writes: 

THERE are some elements of ambiguity 
in the outcome of the state-wide pancha- 
yat polls along with (he elections to 16 
urban municipalities held in West Bengal 
on May 30. The victory of the CPI(M) 
and its Left Front allies is decisive, but this 
is accompanied by some evil features with 
grave portents. 

Out of some 61.0(X) gram panchayats 
which went to polls, the Left Front annex¬ 
ed about two-thirds, the C'PI(M) alone ac¬ 
counting for nearly 60 per cent. Their suc- 
ces.ses at the higher levels of panchayat 
samitis and zilla parishads were even more 
dazzling. Indeed, all the 16 zilla parishads 
were captured by the Front—more precise¬ 
ly, Ihe CPI(M). This was the fourth round 
of panchayat general elections in a row 
which returned Ihe CPI(M) and the Left 
Front so convincingly to office. 

Of the IS urban municipalities, that 
went to polls on the same day, the Left 
Front go! a majority in eight. The CPI(M) 
also won the by-election for one of the 
wards of the Calcutta Municipal Corpora¬ 
tion held simultaneously. 

The Front’s successes in the rural areas 
are not a fluke or a freak occurrence or 
even the result of massive rigging as some 
opposition parties haw vociferously alli¬ 
ed. Even an openly unfriendly voice like 
the mass circulation Ananda Bazar 
Patrtka editonally conceded that since the 
Left Front came to office in West Bengal 
in 1977, “it has effected the mobilisation 
of a wide segment of the rural people in 
its favour through operation barga, distri¬ 
bution of land vested with the govern¬ 
ment, increase in wage rates, grant of 
loans through the grainin (rural) banks at 
nominal interest, and implementation of 
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in successive elections, rural Bengal has 
been providing the necessary support to 
the leftists” (June I. 1993, translated 
from the original in ^ngali). 

Brilliant though the success is, the Left 
Front and the CPI(M) suffered some 
significant setbacks too. The opposition 
Congress(l) increased its tally in terms of 
both seats and share of votes. More, the 
BJP for the first time opened its account 
in local elections by bagging over 2,000 
gram panchayat seats and securing a ma¬ 
jority in one of the municipalities in the 
suburbs of Calcutta. 

The movement of the basic masses in 
political terms behind the distribution of 
scats given above becomes clearer in the 
shift of votes. The share of left votes 
declined by nine percentage points from 
72 per cent in the last round of elections 
held in 1988 to 63 per cent this time; the 
CPI(M)’s share dropped by eight percen¬ 
tage points from 66 per cent to 58 per 
cent. The CPl(M) and the Left Front have 
never in the past suffered a negative shift 
of voles of tills dimension. 

Further, it was for the first time in West 
Bengal that the Congress(i) and the BJP 
joined hands in an electoral battle open¬ 
ly and without a smokescrcai, as they did 
in some localities. One of the BJP na¬ 
tional leaders, S S Bhandari, publicly ex¬ 
posed this liaison (delibeiately, it seems, 
in order to embarrass the Congrcss(I) 
elsewhere) and the tact was later corro¬ 
borated 1^ some Congres.s(I) leaders. This 
joining of forces of the Congress(I) and 
the BJP has an ominous significance 
beyond the immediate electoral calculus. 
Through this open, even if limited linkage, 
the BJP, in the supposedly left-oriented 
state of West Bengal, has been able to 
overcome the inhibition of a segment of 
tibemi nationalists to align openly with 
‘Hindu nationalists’, forgetful of its overall 
impact on national interests in general, it 
has, to say the least, made the BJP some¬ 
what respectable in some circles beyond 
its direct ideological reacn. 

This new turn was carried forward 
when the Congress and the BJP objective¬ 
ly acted together in organising a statewide 
handh, a week after the polls, on June 7 
to register their protest against CPI(M) 
violence during and after the polls. That 
the bandh was a success was confirmed 
by the secretary of the CPI(M)’.s West 
Bengal state committee who is also the 
chairman of the Left Front. 

Then, the Left Front partners not only 
fought electoral battles against one 
another with much less inhibition this 
time in some areas, where they failed to 
arrive at an agreement over seat distribu¬ 
tion, but the incidence of violent clashes 
between the CPI(M) on the one hand and 
the three other major left parties, name¬ 
ly, CPI, FB and RSP on the other, was 
higher this time than ever before. Though 
the number ol CPI(M) victims of other 
parties' violence may really be as large as 
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own violence took its toll from a wide 
spectrum, stretching from the Indian Peo¬ 
ple’s Front to the Congres^l) and the BJP, 
has Its own negative impact on the 
C’Pl(M)'s image. 

All this, further compounded by the ar¬ 
rogance of some of its accredited spokes 
persons in their public comments, has not 
enhanced the CPI(M)’s credibility and ac¬ 
ceptability as the central fulcrum of an 
alternative left and democratic mubili.sa- 
tion against ihe visibly bankrupt 
Congress(l). 


PSU DISINVFSTMENT 

Narrow Perspective 

THH government has taken about a 
month to relea.se even a .summaiy of the 
recommendations of the high-level official 
committee on disinvestment of equity of 
public sector undertakings (PSUs) under 
Ihe chairmanship of C Rangarajan. At 
some stage the finance minister and the 
prime ministei’s office were said to be 
con.sidering initiating a debate on the 
committee's report before the policy on 
disinvestment for the cui rent year was 
finalised. However, meaningf ul debate is 
hardly possible without disclosure of the 
rationale and context of the committee's 
recommendations. 

Going by the summary put out by the 
government, the committee’s report seems 
to be an accountant’s exercise without any 
economic philosophy guiding if. Revitalis¬ 
ing the operations of public sector under¬ 
takings calls for .significant multidisci¬ 
plinary inputs, it cannot be treated as a 
mere fiscal question of generating more 
revenue for the central budget. Unfor¬ 
tunately, this narrow perspective alone 
seems to have guided the committee’s 
deliberations. 

In one respect, the committee’s recom¬ 
mendations are far- reaching. The com¬ 
mittee has suggested a ceiling of 49 per 
cent for disinvestment in respect of PSUs 
in industries reserved for the public sec¬ 
tor and of 74 per cent for other PSUs. (At 
this stage, it is necessary to point out that 
as per the July 1991 industrial policy revi¬ 
sion, the list of industries reserved for the 
public sector wa.s pruned to just eight 
including defence equipment, atomic 
energy, mining of various types and 
railway transport.) While the extent of 
government ownership in the reserved 
category should be 5! per cent to enable 
control over management, the committee 
was not aveise to 26 per cent public 
ownership in exceptional cases. Under a 
scheme ol preferential offer of shares, 5 
per cent of equity may be reserved (or 
workers and employees. In the case of 
I^Us engaged in certain non-manufactur- 
ing and skill-based sectors lilw consultancy 
services, this ceiling could be raised front 
S pet cent to 20 per cent, 'Hie eomriiitlec 
has also approved of selling of equity to 


(NRIs), apairit from mutual funds, employ 
yees of the companies and the general 
public (with merchant bankers and stock 
brokers being treated as intermediaries 
and not as target clientele for disinvest¬ 
ment). The ceiling on foreign investors’ 
holdings and those of NRIs would be the 
same as applicable to their holdings in 
private sector companies in India. The 
committee has recommended that 10 per 
eeiii of Ihe proceeds ol disinvcsimcnl rnigjii 
be set apart for concessional lending to 
PSUs for their rationalisation and expan¬ 
sion needs. A part of the proceeds may 
be used in social sectors like literacy; 
health and employment creation in rur^ 
areas. Tlie committee ha.s suggested, in the 
light of international experience, that a 
standing committee on PSU disinvestment 
with full-time and part-time members be 
created. As for the method of valuation 
of PSU equity, the committee has felt that 
the choice of Ihe method used needs to 
lake into account the special circum¬ 
stances affecting PSU operations. Accor¬ 
ding to the committee, in cases of PSUs 
making the first sale of equity, sale 
through auction would be advantageous. 
Once a rea.sonable market price has been 
established, the fixed price method would 
be appropriate in other cases, the auction 
method with wide participation may be 
adopted. The committee is apparently 
critical of pressure being brought to bear 
on the government to speed up disinvest¬ 
ment to fit into rigid time-tables. 

It is a pity that such a serioas subject 
as PSU reform should be dealt with thus 
in a narrow perspective of satisfying 
budgetary needs. In the first place, the ob¬ 
jective of disi nvestment should be clear. 
It can be only to reform the public sector, 
in which case the central issue is not of 
finance or ownership, it is essentially one 
of setting professional standards and pro¬ 
cedures for appointments of chief ex¬ 
ecutive, operational freedom for Ihe 
PSUs, more flexible pricing arrangements, 
and also freeing the PSUs from the 
debilitating control of the bureaucracy. 
Given changes in these re.spects, there are 
any number of instances of PSUs, even in 
the developed capitalist economies, show¬ 
ing commendable results in competition 
with private enterprises. 


The committee has also failed to appre¬ 
ciate that Ihe disinvestment of government 
shares proposed will erode the resource 
ba.se of the PSUs. The PSUs would find 
it difficult to go to the market again to 
raise fresh capital in competition with the 
government unloading its own holdings. 
At the same lime, if the government 
chooses PSU equity as a source of fund- 
ing for its social scaor expenditure instead 
of mobilising resources through taxation, 
the overall development expenditure is 
bound to suffer. 

Even with regard to Ihe disinvestment 
process, the committee side-steps the fin¬ 
dings of Ihe C omptroller and Auditor 
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General who has pointed out that (as in 
the case of iPCt. and SAIL) instead of 
the government diluting its eijuity 
holdings directly, the PSUs could issue 
fresh equity shares to the public, which 
would have the effect of diluting the 
government’s holdings but would aug 
ment the capital base of the units. 

On the whole, the report lacks a 
strategy of development for a situation 
marked by scarcity of forward-looking en¬ 
trepreneurship and capital. The PSUs 
have played a major role m filling the gap 
and they should be enabled to continue 
to play this role if the country is not to 
face a very real prospect of de-industria- 
Usation. 

SRI LANKA 

Uneasy Gains 

THE results of the provincial council elec¬ 
tions in Sri Lanka have provided the 
much-needed impetus for the new presi¬ 
dent D B Wijeiunga to set in motion 
several changes, most imporunlly in the 
area of constitutional reform and in the 
manner of functioning of the government 
But it is hardly likely that these measures 
intended to make for a more ‘open’ 
government and reassert the powers of 
parliament which had been greatly eroded 
during R Premadasa’s term, will balance 
out the growing social and economic 
distress caused by the government’.s on¬ 
going structural adjustment piogrammes. 

in the May 19 elections to seven pro¬ 
vincial councils, which were created in 
1988 in the face of much criticism from 
the opposition, the United National Party 
(UNP) gained a majority of seats in four. 
In the western province the People’s 
Alliance, of which the Sri Lanka Freedom 
Party (SLFP) is the major component and 
an <^d mixture of left parties form the 
test, won 45 seats again-st 41 won by the 
UNP. By virtue of this, SLFP leader 
Sirimao Bandaranaike’s daughter was 
sworn in as chief minister. In the southern 
and north-western provinces, however, 
while the UNP was the largest single par¬ 
ty, the combined opposition of the Peo¬ 
ple's Alliance and the Oemocratic United 
National Front won more scats. The 
governors of the two provinces, following 
what the UNP decided were constiiuiionai 
requirements, invited the UNP to 
nominate the chief ministers. The People’s 
Alliance has since gone to court to 
challenge the governors’ decisions in the 
two provinces. 

Not surprisingly, the People’s Alliance 
has won suopon in those provinces which 


contain 90 per cent of the Stnhala work¬ 
ing class and the appeal here has been for 
a vote against the determined economic- 
reforms introduced by Premadasa which 
have already begun to result in increasing 
unemployment and cuts in welfare 
Premadasa’s ‘peoplisation’ programme 
which began in 1991, has seen 20 state 
enterprises being transferred to private 
hands. According to a recent report in the 
Hir Eastern Economic Review, majority 
holdings in the PSUs, ranging from 51 to 
90 per cent, have been offered for sale. 
The two biggest banks, (he Bank of 
Ceylon and the People’s Bank, however 
still remain in the public sector as does the 
Ceylon Petroleum Corporation which 
alone reportedly accounts for 65 per cent 
of government business activity. These 
measures together with the increasing cut¬ 
backs in social services have resulted in a 
deterioration of living standards of the 
poor, whose number is increasing with 
growing unemployment. 

The success of the People’s Alliance is 
partly a reflection of the loss of faith in 
the UNP programmes. Equally, the areas 
under the influence of (he Janatha 
Vimukti PerumanafJVP), which is in 
serious disarray because of Premadasa’s 
all-out effort to squash it, have registered 
this distress by abstaining from exercising 
their franchise or by deliberately invalidat¬ 
ing their votes. Part of the reason for this 
action is of course JVP’s stand that the 
provincial councils are a sop to the 
minorities. Given all this it is not surpris¬ 
ing that the UNP’s newly- introduced 
monthly allowance of Rs 260 for pen¬ 
sioners failed to convince people of the 
UNP’s pro-people stand. 

in the rural areas, however, the UNP 
has done well. Partly (his is explained as 
being a defensive response to the repres¬ 
sive measures that the government has 
taken—people arc too afraid to vote 
against the UNP—and partly it may have 
something to do with Premadasa’s well- 
advertised efforts to take employment to 
the viliage.s, such as the export-oriented 
garment units scheme. In the plantations 
the UNP has always had a base which has 
continued to support it in spite of the fact 
that only last year 356 tea estates, cover¬ 
ing 42 per cent of the tea acreage in the 
country, were privatised. But this has 
however been accompanied by govern¬ 
ment pronouncements on the stringent 
obligations being forced on employers in 
regard to their employees, it is against this 
background that Wijetunge has to push 
forward his constitutional reforms and, 
even more importantly, seek a poliiical 
.solution to the Tamil issue in the noith- 
cast. 


TWENTY YEARS AGO 

EPW, July 7. 1973 

■hr Planning Commission has ap- 
pairntly just concluded a round of discus¬ 
sions with the various cenlraJ ministries. 
T'hcie IS no official indication yet of how 
much pruning is (o be done and where. But 
some reports have appeared indicating 
broadly where the ase may fall. The Fifth 
Plan's Meet programme, it has been sug. 
gested, may be confined to (he expansion of 
Bhilai, Bokaro and Tata Sleet. The two new 
iiitegraied steel plants at Vijayanagar and 
Visakhapainam, whose foundation stones 
were laid by (he prime minister herself some 
years ago, and the special steels plant at 
Salem, will, it appears, have to wait beyond 
ihc Fifth Plan to be taken up. The plan's 
power programme is evidently in for the 
same ireatment. In this case, the outcome 
of the Planning Commission’s discussions 
with the irrigation and power ministry is said 
to be a scaling down of the target of addi¬ 
tional power generation from 21.X mn KW 
to 18.28 mn KW Similarly, in fertilisers— 
one of the sectors which earlier seemed to 
have been marked out for a major eflort in 
the Fifth Plan—(he number of new plants 
to be set up is proposed to be slashed from 
12 to So also, (he proposal to set up a new 
petroleum refinery at Ooa is report^ly be¬ 
ing dropped. And so on and so forth. 

The most striking thing about this 
catalogue is that these are the very sectors 
which had been affected the most by the plan 
holiday which began at the end of the lliird 
Plan The resultant lack of expansion of 
capacity in them has taken a heavy toll in 
terms of shortages and larger imports. The 
government is in jitters over the present and 
{Mential size of the import bill for steel, fer¬ 
tilisers and oil and oil products. And Ihc im¬ 
pact on industrial pri^uction of the power 
shortage in many p^s of (he country recent' 
ly is well known. If. despite (his aU-loo-iecenl 
experience the PiMnmg Commission is be¬ 
ing driven to prune Fifth Plan programmes 
in these very viul sectors i( would be naiuial 
to presume that ihe lesouroes position must 
be grim indeed. 

But is it. really? For. while the government 
IS culling back public sector investmenl in 
■he cote seaor, ostensibly on grounds of lack 
of resources, it has also been frantically try¬ 
ing lo push up private sector investmenl. 
mainly through a senes of relaxations of the 
controls on production and investment. This 
has inevitably meant virtual abandonment 
of any idea of priorities in regard to in¬ 
dustrial investment by the private sector. 
Thus even as the steel programme is starved 
of investment, Maruli Enterprises inarches 
towards the goal of producing 50,000 can 
a year by 1975-76 and alcohol and heer 
manufacturing units are licensed hCR; Iheic 
and everywhere The paucity of resources 
does not evidemly touch them. 

These developments may appear para¬ 
doxical, but there is a logical connection 
among them. The uncontrollable growth o5 
deficit spending and of non-developnwntal 
expenditure, the price spiral, the failure to 
push through investment programmes in 
heavy and basic industries, the ahandonmenl 
of priorities with respect lo private sector in¬ 
vestment and the consequent concentration 
of such investment in the making of non- 
esscntial consumption items—ail these 
describe a situation where the govemmenl 
IS obviously unable lo enforce controls on 
investment, production and consumption in 
the economy. Vet sucb capabilily, after all, 
IS what planning is all about. Another way 
of describing the same slate of affairs, is, 
therefore, to call it a ‘plan holiday*. 
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COMPANIES 


Keeping Pace with Rising Demand 


JainU Kapadia 

ITis not enough to say in respect of Garwarc- 
Wall Ropes that it has fared well in the year 
ended March 31, 1993. And the proceed¬ 
ings of the coippany’sAGM onJuly 7poini 
to further progress. This is particularly 
thanks to the policies of liberalisation with 
the accent on globalisation as they have 
opened up for this synthetic ropes, twines 
and yarns manufacturing company a vast 
potential in the newly developing marine 

The Week's Companies 


ftxxJ industry but alstr in the export mar 
kets. 

There resulted during the year a signifi¬ 
cant increase in exports which recorded a 
rise of 64 per cent from R.s 896.61 lakh to 
Rs 1,474 28 lakh. The figure amounted lo 
ttne-fifth of the aggregate turnover which 
improved with increased sales by 41 per 
cent from Rs .S,OI 2 69 lakh to Rs 7,08.'? 07 
lakh while production washigherby 2.S per 


cent from 7,003 tonnes at 8,752 tonnes, 
fhe trends have remained encouraging in 
the first three months of the current finan¬ 
cial year with chairman, R B Garware, 
pinning further hopes on exports, as he 
udurc.sscd the shareholders at the AGM 
fhe 1992-9.< enhanced working, mean¬ 
while, has boosted profitssigniftcantly; the 
improvement was maintained down the 
line. With profits after lax showing a sub¬ 
stantial rise from Rs 284 lakh to Rs 406 
lakh, the company has also raised the divi¬ 
dend by 80 paisc to Rs 3 per share. 

The directors observe in their report that 
the I iberal ised ectmomic pol icics have made 
the market situation highly competitive, 
but owing to its emphasis on manufacture 
of prtxlucts of international standards, the 
company is excellently positioned in the 
domesticand export markets. A measure of 
this is seen in the management deciding to 
put on hold a proposed project for manu^- 
lure of terry towels, and instead opting to 
undertake a project for manufacture of 
fishnet webbings and also to expand ca¬ 
pacities of the existing products at an ag¬ 
gregate cost of Rs 25.25 crore. The direc¬ 
tors explain this is due to the demand for 
the company's products “increasing rap¬ 
idly”. The terry towels project was to serve 
the export markets. However, with the 
introduction of an import quota by EEC 
countries and there existing an excess ca¬ 
pacity in terry towels, the directors have 
decided to hold the project in abeyance. 

At the AGM, Garware informed the 
shareholders that the programme is to re¬ 
sult in an increase of 4,000 tonnes in the 
capacity of existing products. The fishnet 
webbings project of 1 ,.500 tonnes capacity 
was under way with shipment of machin¬ 
ery started from foreign countries. The 
project is scheduled for production in this 
November and the expansion by next Janu¬ 
ary. In the meantime, the company is ex¬ 
panding further its presence in interna¬ 
tional markets. It is tapping (be potential in 
countries like Chile, Vietnam and Iran 
where maiden shipments are being sent. It 
is also planning toset up rope-making units 
in Vietnam and Indonesia. 

NICHOI AS PIRAMAI- 

Bright Prospects 

Nicholas Piramal India has disclosed that 
in the first two months of the current finan¬ 
cial year the turnover of the company had 
increased from Rs 12.40 crore in the previ¬ 
ous year’seorresponding period to Rs 16.70 
crore. for the year 1W2-93 gross sales 
have amounted to Rs 10,346 lakh against 
Rs 8,135 lakh for 1991-92. Net profit also 
has shown a corresponding rise from Rs 
756 lakh to Rs 1.010 lakh. The company 


(Rx lakh) 

Garware- Nicholas Piramal Stepan Chemical.s 
Wall Ropes 

Financial Indicators March March March Mart h December Dccembci 

1993 1992 1993 1992 1092 1991 


Incomelexpenxes/profit 
Net sales 
Excise duty 
Other income 

Increa-se (decrease) in year-end 
finished stock 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating prollts 

Interest charges 

Gross profits 

Depreciation 

Profits before tax 

Tax provision 

Profits after tax 

Dividends 

LiabUitiex! assets 

Paid up capital 

Ke.serves and surplus 

Long-term loans 

Short-tcmi loans 

Other liabilities 

Gros.s fixed assets 

Accumulated depreciation 

Inventories 

Of which finiithed goods 

Receivables 

Loans and advances 

Cash and bank balances 

Investments 

Other assets 

Total liabiiities/assets 

Key financial ratios 

Turnover ratio 

Return on sales (%) 

Return on investment (%) 
Return on equity (%) 

Earning per share 
Dividend (%) 

Book value per share 
Current market price 


6859 

46<.4 

8648 

226 

349 

1698 

173 

160 

270 

178 

180 

313 

3774 

2659 

3798 

264 

155 

590 

530 

245 

385 

377 

258 
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1307 

889 

1496 

957 

797 

1972 

278 

292 

365 

679 

505 

1607 

193 
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432 

486 
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1175 

80 

49 

165 

406 

284 

1010 

85 

62 

177 

284 

284 

811 

1412 

1118 

3928 

645 

624 

4206 

1199 

1106 

1394 

1080 

886 

1414 

2963 

2423 

7745 

1406 

1191 

1.561 

1182 

1154 

2086 

687 

509 

12.59 

883 

503 

1488 

385 

520 

1674 

96 

104 

194 

13 

13 

97 

4 

5 

29 

4620 

4018 

11753 

1.48 

1.16 

0 74 

9.90 

10.83 

I8..58 

14.70 

12..57 

13.67 

23.94 

20.26 

21.31 

14.30 

10.01 

12.46 

30 

22 

25 

57.08 

45.68 

58.46 

47.50 

. 

162.50 


t>b<)7 

17.536 

135.37 

1438 

1420 

1353 

311 

812 

1.393 

98 

179 

200 

31128 

14048 

11080 

445 

217 

170 

298 

62 

53 

7 66 

216 

123 

1199 

3417 

3146 

1.370 

628 

611 

250 

19 

146 

1120 

609 

465 

274 

116 

90 

846 

493 

875 

90 

259 

215 

756 

234 

160 

125 

40 

29 

623 

289 

289 

23.5(* 

.361 

231 

2943 

- 

417 

1614 

1 

230 

.3573 

2829 

1772 

6169 

1305 

1239 

208 

820 

743 

565 

999 

931 

946 

588 

409 

1018 

440 

393 

1068 

291 

151 

2346 

1264 

940 

98 

- 

28 

46 

. 

- 

11103 

3480 

2939 

0.60 

5.04 

4.61 

16 72 

3.47 

3.44 

10 09 

17.50 

15.02 

25.43 

.36 

30.77 

12.15 

8.10 

5..52 

20 

25 

20 

47.74 

22.49 

17.99 


260 
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fi«N» Mwimi9u m uiviwiiu ui 46 ^ per 

cent against 20 per cent for the previous 
year on increased share capital following 
conversion of partly convcriihlt dcheniur&> 
Furthermon;, a 1 2 bonus issue is also recom¬ 
mended by the directors, which is after the 
company issued bonus ^ares in the propor¬ 
tion of 1 I in 1991 

The much improved 1992-9t results give 
the Ire to the impression that pharmaceuti¬ 
cal arrapanics are still languishing be¬ 
cause of the delay m the aniiouncemeni of 
the new drugs policy 'I he pharma division 
ol the company continued to perform well 
and registered a 2 H per cent growth the 
manufacturing operations at a new plant in 
Fithampur were siahilised during the yeai 
and this is to give a further momenluni lo 
the company's growth plans this year 

There was a 2 *! per cent growth in the 
glass division which would have been still 
more but for the initial teething troubles in 
the new soda lime plant I he products 
command excellent market reputation and 
the division IS to contribute SIgoiricantly lo 
turnover and profits in this year Anew 18 
tonnes per day borosilicatc sodium plant is 
expect^ to commence production in the 
sccondquarter ol the current f inane lal year 
Meanwhile more new projects arc to be set 
up in the next two years, like soda hme 
plant of 65 tonnes per day capacity, relin- 
tng and modernisation of BRS plant, dou¬ 
bling of the present form fill seal capacity 
and a bulk drugs plant 

The increased dividend and the proposed 
bonus issue highlight the promising pros¬ 
pects of the aimpany At the same time, on 
conversion of pan A of the partly ainvirl 
ibledebentuicsintoone equity share ol Ks 
10 each at a premium of Rs 40 per share, 
the issued and paid-up shaie capital has 
gone up to Rs 810 70 lakh and the share 
premium account by Rs 751 9^ lakh to Rs 
76T 36 lakh, facilitalmg ihe fresh proposal 
of bonus 

STEPAN CHliMIC'AI^S 

Focus on Core Business 

Stepan Chemicals has tuicd well during its 
last financial year ended December 11, 
1992 and has declared a h gherdiyidcndof 
25 per cent against 20 pci cent for 1 W I 
The company’s soaps and detergents fac¬ 
tory at Rajpura, Punjab, remains leased lo 
Hindustan Ixvcr It prcxresscd 20,745 tonnes 
of soaps and 26,313 tonnes of dciergenis 
under the leasc-cum-processing arrange 
ment, which showed a volume increase of 
22 per cent over 1991 T his was the highest 
ever production It earned the cx^mpany lease 
rentals and processing charges of Rs 74 ] 
lakh This fonns part of ‘dther Income’ of 
which the total amount has declined from Rs 
1,393 lakh to Rs 812 lakh in (he absence of 
income on aoenunt of clearing, lorwarding 
and }t her services which m the previous year 
had amounted lo Rs <>84 84 lakh 
But the company is dealing in synihciic 
detergents prticesscd by third p.irties and 


on account oi sales or mese it earned an 
income of Rs 18,424.42 lakh, more as 
compared to Rs 14,025 02 lakh in the pre¬ 
vious year It also deals besides in personal 
products, having earned Rs 41 19 lakh for 
the year, and in marketing of an organic 
manufacture and imporied DAP the sales 
of which aggregated Rs 490 77 lakh against 
Rs 322 58 lakh in the previous year How- 
cvei, the company has now discontinued 
handlingand distribution of those products 
and decided to coneenirait on iis "rapidly 
growing core business” 

This ob\ lously is in the aica c'f sy niheiic 
detergents lor which ilie company has 
consolidated position m ihciural areas and 
stalled work on a new dciergent powder 
plant at Dharwarin Karnataka I he plant is 
lo tosi Rs 3 crore and is being financed 
with internal accruals li is expected to 
commence production shortly 

C AMITIOK AND A1.L1F D PRODUCTS 

Squeezed Margins 

Gross sales turnover of Camphor and Al¬ 
lied Products for the year ended March 31, 
19‘>3 has recorded a rise ol 37 per cent 
from Rs 5,429 lakh to Rs 7,434 lakh This 
follows amalgamation with the company 
of the erstwhile Pine Chemicals (PCI,) 
engaged in the manufacture- of rosin and 
turpentine from olco pine resin ai 
Nandesan, Baroda, with effect fiom April 
1,19‘>2 Of the three divisions now under 
1 he compan y, camphordi vision con tributes 
Rs (>,037 lakh in sales 25 percent more as 
compared to Rs 4,815 lakh in the previous 
year Of ihc balance Rs 658 lakh came 
from profeci division and Rs 739 lakh 
from losin division Asagain.st increase 
in turnovei, gross profit has recorded a 
decline from Rs 866 44 lakh to Ks 820 <>0 
lakh anJ nci profit, after provision of Rs 
192 6(1 lakh (Rs 182 60 lakh previously) 


tor depreciation, ks 31.5 laui (Ks 34( 
lakh) for taxation and for other alloca 
tions, has amounted less at Rs312.10lakl 
against Rs 329.49 lakh in the previow 
year The directors have recommended i 
dividend of Rs 3 per share on enhancec 
share capital following the issue of share 
to the shareholders of the erstwhile Pint 
Chemicals besides a rights issue mad« 
during (he year 

1 he directors report that despite incrcascc 
productivity and even a better prtet 
lealisation, operations of the camphor di 
vision were affected by cost escalation anc 
particularly by an increase in the price oi 
im[K>rtcd turpentine following the stcej: 
devaluation of the rupee and the conse- 
queni impact on import duty Further, usei 
industries, viic, paint, rubber and tyre anc 
pharmaceuticals, experienced recessionary 
conditions Similarly, the profeel divisior 
suffi-rcd as a result of the severe reccssior 
in the clertromc industry resulting in re¬ 
duced offtake of the packaging material 
and alsostiff competition withothermanu- 
lacturcrs mainly on account of tax conces- 
.sions enjoyed by them Increase in raw 
material costs had lo be patily absorbed 
due to recessionary trend in the market 

INDIAN RAYON AND INDUSTRIF2> 

Growth Plans 

Indian R,iyon and industries has posted 
excellent working results for the ninc- 
mtinili period ended March 31,1993 T urn- 
over at Rs 607 trore is higher by 22 per 
cent on an annualised basis Gross profit at 
Rs84 50c rore h as i mproved by 34 per cent 
and net prcifii ai Rs 43 6 crore has 
improved by 54 per cent on an annualised 
basis fairmngs per share during this pc 
nod are Rs 22 85 on an annualised basis, 
asagainsi Rs 14 87last year. The directors 
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nave leoomnieiHicu a utviucnu ui su ^ler 
cent (Rs 3.75 per share, pro rata for nine 
months) against 40 per cent (Rs 4 per 
share) in the (n'cvious year. 

These results, the best ever, are due to 
impiovemcnt in production, productivity, 

opcratingefficicncy.product-mixandqual- 

ity of products recorded in all divisions of 
the company. Exports for the nine-month 
period were Rs 69.91 crorc as against Rs 
59.27 crore in the previous year, repre¬ 
senting an increase of about 60 per cent on 
an annualised basis. 

The company is planning to invest more 
than Rs 800 crore over the next three to 
four years in the following projects: (1) 
argon gas plant with a capacity to produce 
3.45 million M3 argon gas, involving an 
outlay of Rs 48 crore, which is likely to be 
commissioned by September this year; (2) 
expansion of carbon black plant from 
20,000 tonnes to40,000 tonnes per annum 
at an estimated cost of Rs 72 crore, likely 
to be commissioned by September/Octo¬ 
ber; (3) sea water magnesia plant to manu¬ 
facture 50,000 tonnes per annum of high 
purity refractory grade magnesia at an 
estimated cost of Rs 240 crore, to be com¬ 
missioned by early 1995; (4) a 12 MW co¬ 
generation captive power plant for the 
rayon division at an estimated cost of Rs 
70croreto be commissioned by the middle 
of 1995; (5) expansion of capacity of the 
cement division by about one million 
tonnes at the existing plant at Gulbarga at 
an estimated co.«t of Rs .300 crore; and (6) 
marginal expansion, replacement, 
modernisation and in.staltation of balanc¬ 
ing equipment in the existing divisions 
over the next two years at a cost of around 
Rs 80 crorc. 

In order to finance some of the above 
projects, the company has now finalised 
plans for issue of 7ero interest fully con¬ 
vertible debentures (FCDs) and non-con¬ 
vertible debentures (with detachable eq¬ 
uity warrant) fur on aggregate amount of 
over Rs 340 crore respectively as follows: 
to the existing shareholders, on rights 
basis, Rs 88.20 crore and Rs 155.64 crore; 
to the permanent employees of the com- 
pany,Rs4.41 crore and Rs 7.78 crore; and 
to the promoters/companies of the man¬ 
agement group, Rs 32.40 crore and Rs 
53.40 crore. The FCDs to shareholders 
and employees will be issued in the pro¬ 
portion of one FCD for every five shares 
held and will have a face value of Rs 170 
each. Each FCD would be converted into 
one equity share on July 1, 1994 at a 
premium of Rs 160. The FCDs to be issued 
to thepromoters and groupcompanies will 
have a face value of Rs 200 each and will 
be converted into equity shares at a pre¬ 
mium ofRslSX) each on July 1,1994. jfoch 
non-convertible debenture (with a detach¬ 
able warrant) will have a face value of Rs 
300 and carry interest at the rate of 16.5 
per cent per annum. The NCDs will be. 
offered to existing shareholders in the 
ratio of one NCD for every five shares 
held. Each of these debentures will carry a 
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holder to get one equity share ata premium 
not exceeding Rs 190. Such option will be 
exercisable any lime between 18 months 
to 36 months from the date of allotment, 
as may be decided by the board of directors 
of the company. The company has made 
arrangements for shareholders to sell the 


of Rs 25 per debenture, whilst reldfitidg 
the equity warrant with them. The pro¬ 
posed NCDs have been rated by ICR Aand 
have been accorded TAAA’ (pronounced 
as 1. triple A) rating, the best rating given 
for NCDs Hic proposed is.sue is sched¬ 
uled to open in September. 


IN THE CAPITAL MARKET 


Core Organics 

CORE ORGANICS, which is jointly pro¬ 
moted by A v tar Si ngh and his assodaics and 
the Punjab State Industrial Development 
Corporation is setti ng up a project for manu¬ 
facture of henraldehyde (700 tonnes per 
annum capacity), benzyl alcohol (200tonnes 
capacity) and t^nzyl acetate (200 tonnes 
capacity)at Patiala, Punjab, with the PSIDC 
having a 25 per cent stake in it. The project 
to start this October is appraised by IDBI to 
cost Rs 5.6f» crore, which is being met with 
equity of Rs 3. iOcrore, term loan of Rs 2..35 
crore and state capital subsidy of Rs 15 lakh 
ITie company already has an issued and 
paid-up share capital of Rs 1.49 crore. It is 
now issuing 16 07 lakh equity shares of 
Rs 10 each at par and offering 15.14 lakh 
shares to the public. Following the public 
issue, the promoters' stake will stand re¬ 
duced from the present 100 per cent to 51 
per cent. Indbank is the lead manager of 
the issue which opens for subscription on 
July 19 IDBI has projected for 1993-94 
sales of Rs 2 76 crore at 65 per cent 
capacity utilisation and net profit and EPS 
at Rs 43.49 lakh and Rs 1.40, respectively. 
However, the company has estimated 85 
per cent capacity utilisation to yield sales 
of Rs 4.31 crore and net profit of Rs 93.43 
lakh and EPS of Rs 3.34. Full capacity 
utilisation is envisaged by the year 1995- 
96 when sales arc estimated to amount to 
Rs 8.71 crore, net profit to Rs 1.46 crore 
and EPS to Rs4 71. 

Ashapura Minechem 

Ashapura Minechem, an existing com¬ 
pany promoted by Navanitlal Shah in the 
field of mining and processing of bento¬ 
nite lumps (80,000 tonnes per annum ca¬ 
pacity) besides powder and mined miner¬ 
als like China clay, calcium carbonate and 
barytes in Bhuj, Gujarat, is offering to the 
public 6 lakh equity shares of Rs 10 each 
at a premiumofRs40pcrshare. The is.suc, 
managed by DOI finance, opens on July 
21. The company is undertaking a Rs 4 
crore expansion covering production of 
one lakh tonnes high quality special grade 
RST bentonite per annum. The project is 
appraised by Bank of India. It is being 
financed with Rs 3 crore equity (includ¬ 
ing premium amount), internal accrualsof 
Rs 85 lakh and cash subsidy of Rs 15 lakh. 
The premium amount of Rs 40 on public 
issue is explained by the company by its 

199.3 


1992-93 EPS of Rs 7 48 and equity’s book 
value of Rs 20.09 Hut in terms of the CCI 
formula ea-.lier, the premium works out to 
Us 20 per share Wtih the expansion 
programme which is expected to go on 
stream by September, the company has 
projected for the years 1993-94, 1994-95 
and 1995-96 salts respectively of Rs 26.26 
crore, Rs 29 36 crorc and Rs 33.14 crorc 
and net profit Rs 3.3,3 crore, Rs 3.71 crorc 
and Rs 4.04 crorc I T*S is to correspond to 
Rs 11 12. Rs 12.37 and Rs 13 45 respec¬ 
tively for the three years. 

Vamotiwala Chemical 
Industries 

Vamotiwala Chemical Industries is estab- 
Hshinga project at MlDCMahad in Raigad, 
Maharashtra, to manufacture 1,000 tpa of 
glycol ether and ethylene oxide conden¬ 
sate emulsifier, 600 tpa of vinyl sulphone 
and 3,000 tpa of ethyl acetate which have 
applications in oil, leather, paint, cos¬ 
metic, lubricant, dye, bulk drug, fertili.ser, 
rubber and textile industries. The com¬ 
pany has already commissioned the first 
phase of the project involving the manu- 
factuic of glycol ether and ethylene oxide 
condensate cmulsi tier and has earned cash 
profits of Rs 15.53 lakh on a turnover of 
Rs 165.52 lakh in the first six months of 
phase I of production Commercial pro¬ 
duction of the other products is to com¬ 
mence by the last quarter of 1993. The 
company has signed an MOU with Schell 
Chemicals for exporiingupio60percent 
of the production of vinyl sulphonc and 
ethyl acetate. Sales turnover in the next 
three years based on 60,75 and 90 per 
cent capacity utilisation arc projected at 
Rsl,1901akh,Rs 1,488lakh andRsI,786 
lakh To part finance the cost of the project 
at Ks639 lakh, the company is entering the 
capital market with a public issue of 
30,00,000 equity shares of Rs 10 each for 
cash at par aggregating Rs .300 lakh. The 
remaining pr^rtion of Rs 339 lakh is being 
taken care of by the promoters’ contribu¬ 
tion (Rs 160 lakh), term loans from banks 
(Rs 79 lakh), hire purchase (Rs 75 lakh) 
and slate subsidy (Rs 25 lakh). Tlte issue 
which opens on July 27 is lead-managed 
by SBl Capital Markets and Bank of 
Baroda. Listing of the shares at Bombay, 
Ahmedabad and Delhi stock exchanges 
will be done. 

-JK 
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STATISTICS 


Indm Numbrra of Wholeaair Price* 


Latest 



Wriaiion (per cent) 



(1981-82 - 100) 


3Vrek 

Over Over 

Over 






Weight 

19-^93 

Last 

Last 

March 27, 








Month 

Vbar 

1993 

1992 93 

1991-92 

1990-91 

1989-90 

All Commodities 

1000 

238 2 

10 

61 

22 

98 

13 7 

10 3 

75 

Primary Articles 

Food Articles 

32} 

17 4 

237 2 
274 7 

08 

-03 

15 

1 1 

22 

23 

73 

12 3 

181 

202 

130 

IIS 

22 

12 

Non-food Articles 

101 

229 7 

31 

20 

24 

-06 

180 

17.0 

36 

Fuel, Power, Light and Lubiicants 

107 

254 3 

34 

18 8 

34 

14 1 

13 2 

12 3 

36 

Manufacture Products 

57 0 

235 7 

07 

67 

19 

10 5 

II 3 

84 

11.3 

Coal of Living Indirea 


Latest 



Variation (per cent) 





Month 

Over 

Over 

Over 






Base 

1992/93 

Last 

Last 

March 








Month 

Year 

1993 

1992 93 

1991 92 

1990-91 

1989 90 

Industrial Wbrkers 1982 » 100 

246' 

04 

5 1 

12 

99 

13 5 

112 

65 

Urban Non-Manual Employees I984-8S 100 

205’ 

_ 

68 

68 

104 

13 5 

no 

69 

Agrkultuiai Labourers July 60 to 

1,039' 

13 

07 

I 3 

12 3 

19 3 

75 

32 

June 61 - 100 









Monpy and Banking 


Latest 



Variation (per cent in brackets) 




Unit 

Fortnight 

Over 

"Over 

Over 







11-6-9) 

last 

Last 

March 31. 








Month 

Ycai 

1993 

1992 91 

1991-92 

1990-91 

1989 90 

Money Supply tM,) 

Rs crore 

3,79,130 

-1,202 

43,717 

16,766 

46.316 

49,560 

34,486 

37.457 



(-0 3) 

(13 0) 

(4 6) 

(14 7) 

(18 5) 

(149) 

(19 4) 

Net Bank Credit to Government Sector 

Rs ciore 

1,87,630 

799 

19,732 

11,456 

16,274 

24,589 

23,048 

20,676 

Bank Credit to Commercial Sectoi 

Rs crore 

2,70,861 

18 

24,678 

4,802 

24.389 

24,173 

21,443 

23,822 

Net Foreign Eiu.h Asseu of Banking Sector Rs crore 

26,584 

-431 

5.551 

903 

6,155 

10,098 

1,915 

-149 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,76,330 

819 

35,628 

9.183 

36,389 

38,217 

25,583 

26,809 

Advances of Scheduled Commercial Banks 



(0 3) 

(14 8) 

(3 4) 

(15 8) 

(19 8) 

(15 3) 

(191) 

R s crore 

1,56,296 

34 

22,788 

5,242 

25,462 

9,291 

14,848 

16,734 



Ulesi 

3Wbek 

2 7 1993 

(Neg) 

(171) 

(3 5) 

(20 3) 

(80) 

(14 6) 

(19 8) 

Foreign Exchange Assets (excluding gold) 

Rs crore 

20,686 

782 

2,823 

490 

5,385 

10,223 

-1,383 

795 


US S mn 

6,607 

280 

313 

140 

746 

3,383 

1,137 

-854 

Index Numltm of Induatrial 


Latest 








Production 

Weight 

Month 

Averages lor* 

_VariationJper cent) 


(1980-81 100) 


(1 eb 93) 1992 93 1991 92 1991 92 1990-91 1989 90 1988 89 1987 88 

General Index 

1000 

220 8 

211 6 

2 1 207 2 

Q2 86 

87 

73 

Mining and Quarrying 

II 5 

2410 

218 8 

0 9 216 8 

39 63 

79 

38 

Manufacturing 

77 1 

210 5 

202 3 

IK 198 7 

14 86 

87 

79 

Elcancily 

Banc Industnes 

II 4 

270 5 

767 4 

4 9 755 0 

8 7 10 8 

95 

77 

39 4 





3 8 5 4 

99 

56 

Capital Goods industnes 

16 4 





17 4 22 4 

70 

15 9 

Imermcdiate Goods Industries 

20 5 





61 43 

115 

48 

Consumer Goods Industnes 

23 6 





104 63 

42 

65 

Durable Goods 

26 





14 8 17 

12 0 

78 

Non-Durable Goods 

21 0 





94 75 

25 

62 

Foirign TVadr 

1 'nil 

latest 

C umulativt lor* 








Month 

(March 










9») 

1992 93 

1991 97 

1992 93 

1991 92 

1990 91 

1989-90 

1988-89 

Export 

Rs crore 

6,086 

53.351 

44,042 

53,351 

44.042 

32,553 

27,681 

20,232 

import 





(21 1) 

(35 3) 

(17 6) 

(36 8) 

(291) 

Rs crore 

5,425 

62,923 

47,851 

67,923 

47.851 

43,193 

35,416 

28,235 

Balance of Dade 





(315) 

(10 8) 

(22 0) 

(25 4) 

(26 9) 

Rs crore 

+ 661 

9,572 

3.809 

9.572 

-3,809 

-10,640 

- 7.735 

-8,003 

Employment Exchange Slatiatica 


1 atrsi 

Cumulative for* 






Unit 

Month 










(Dec 92) 

1992 

1991 

1992 

1991 

1990 

1989 

1988 

Number of Apfdicanls on Live Register 

Thousand 

36,759 

36,759 

36,300 

36,759 

36,300 

34.632 

32,776 

30J)50 

Number of R^strations 

1 huusand 

397 

5,302 

6,238 

5,302 

6,238 

6.541 

6,576 

5,963 

Number of Vacancies Notified 

1 housand 

4(1 

421 

460 

421 

460 

490 

599 

544 

Number of Placements 

Thousand 

24 

240 

254 

240 

254 

266 

289 

330 

National Income 

Unit 

1992 93 

199192 

1990-91 

1989 90 

1988 89 

1987 88 

1986-87 

1983-86 

Cross Domestic Product (current prices) 

Rs crore 



3,50,899 

2,94.765 

2,60,03 

2,33 799 

2,08,53> 

1,86,723 

Orou Domestic l*roduci (1980 81 prices) 

Rs crore 

2,21,168 

2,12,316 

1,88,009 

1 70,205 

l.6».271 

1,56,566 

1,50,433 

1,44,865 

Per Capita Income (1980-81 prices) 


(4 2) 

(12) 




kapeex 

2,272 

2,174 

2,069 

1,902 

1,871 

1.844 

1,813 

1.790 



(2 2) 

( Jl) 






* up to the latett month for the current year und for coricvponding period last year Not available 

NoUi. (I) Superscript numeral denotes month to which figure relates, e g, superscript'indicates that the figure is for January and so on 
(2) Figures in brackets denote percentage variations over the comparable period of the previous year 
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Calcutta Diary 

AM 


Poor P C Mahalanobis. The Professor, whose centenary is currently 
being celebrated with much demureness, had lost his way. He read his 
people wrong and constructed an autarkic model which made no 
reference to the foreign sector.lt was therefore bound to come a cropper. 
It duly did. There was, for some sub.sequent lime, much confusion, but 
all is well that ends well, we now belong, inalienably, to an internatiomil 
economic system. How does it matter if we are one hundred 
thirty-fourth in a class of one hundred seventy-three? 


AN American bank functicming here had 
little respect for the country’s laws. A direct 
method was employed by’it for recovering 
money it had advanced to customers in case 
the latter defaulted on due instalments; it 
would set private goons after the offending 
parties, Indian civil and criminal procedure 
codes be hanged. Even a few years ago, there 
would hardly be any defender of the manner 
the bank had gone about; on the contrary, had 
the matter been reported in the press, letters 
wouldflood newspaper offices urgingrevoca- 
tion of the bank’s licence. At least no Indian 
citizen would go public in defence of the 
bank’s conduct. We however now live in a 
different ambience. A contribution in a daily 
paper had mildly criticised the bank’s taking 
the lawless route, which, it was suggested, 
was a challenge to the country’s sovereignty. 
The reaction to the pubi ished piece is flabber¬ 
gasting. Several angry letters have been ad¬ 
dressed to the paper. It is evidently lese- 
majeste tocriticise a foreign bank, more so, an 
American hank. If it engaged private 
goons to recover its money, it had done a jolly 
good thing, why should it be hamstrung by the 
lugubrious processes of Indian legality? TTiat 
bank epitomises efflcictxy'; efficiency means 
maintenance of a high margin of profit, which 
is contingent upon collecting outstanding re¬ 
ceivables on schedule. For adiieving that 
objective, the bank was entitled to take re¬ 
course to whatever procedure it regarded 
best, and let not the wretched government 
dare tointerfereon the ground of silly legal ity. 
Would that foreign bank—one of tire leading 
banks in the world—be expected to pattern 
itself after the habitually-loss-making, pro- 
verlnally ineffleient nationalised banks in 
this country? Did not the editor of a respon¬ 
sible newspaper have better things to do than 
print such crap libelling saintly foreigners? 
Patriotism, who docs not know, is the last 
refuge of scoundrels. 

This is of oourse inverted jingoism. For¬ 
eigners, right for wrong, or, rather, foreigners 
can never be wrong, they are by definition 
right. Tbe episode illustrates a remarkable 
transition in the Indian middle class mind-set. 
Pride in the countiy has been substituted by a 
different variant of emotion, pride in the 
surrender of the country’s dignity to foreign 


carpet-baggers. A charitable interpretation of 
this change in attitude would be to put it down 
to the strides globalisation has made in recent 
years. The countrymen have been fully 
liberalised. They arc liberated from past hang¬ 
ups. They are no longer interested in demar¬ 
cating national barriersorentities; they choose 
cffidcncy, and do not care whether the party 
they have chosen carries a home or foreign 
trade mark. The shibboleth of political or 
economic sovereignty they are able to 
recognise, in noiimc. as just that. What, after 
all, is the basic clement in sovereignty? We 
want to be autonomous so as to be able to 
exercise freely our judgment on how to reach 
a better base of material welfare. If 
globalisation helps us to reach that goal in the 
fastest possible manner, why bother about 
inessential other details? The best patriots are 
surely those adept at picking foreign parties 
who know their job truly and well arid who 
will pass on their knowledge to us. That is the 
key to national prosperity, and, please, let 
there be no silly remarks about the East India 
Company syndrome. One wishes that that 
company had never left; we might then have 
by now displaced China from the third posi¬ 
tion in the International Monetary Fund ros¬ 
ter, we would perhaps have even made the 
grade in the honours list of the World 
Development Report. 

But one must be fair, fust impressions are 
generally deceptive, the emergence of this 
mind-set is hardly theoutcome of tire goings- 
on in recent years. Its roots stretch way back, 
and perhaps have an unbroken continuum 
with the days of yore. Thirty years ago, V S 
Naipaul had hit the nail on the head: the craze 
for foreign products was not a stray aberra¬ 
tion, it wasan absorbing total civilisation. To 
suggest that this dvilisation came alive only 
ufter the departure of the British would be to 
lake liberties with the reality as it always has 
been. Even when the freedom struggle was in 
full throttle, and anti-British sentiment was 
reportedly at its height, a hint of ambivalence 
marked the procccding.s. Most of the polem¬ 
ics of patriotism was of course conducted in 
EnglisJi. litis was .so not merely on acatuni of 
theabsenoe of any obviousothcr lingua franca 
which could have brought together on a com¬ 
mon platform orators and ponlificators from 


llre(lifra«TltpBmofthet»>unoy^.TMnMi(]lMf 
leaders hod octsiaed the coveted positioitt 
they did largely becja^c they took to Englisb 
as a duck takes to water, proficiency in the 
queen's langua^ was the capital asset which 
underwrote their social status. They were 
fierce patriots,but conformed, equally ncrody, 
to the imperial ethos of cHoia and bora 
hazari^ G D Birla nagged and nagged at 
Mahatma Gandhi in order to persuade him to 
endorse the boycott of Lancashire tetdilea. 
Gandhiji however had li ttic i llusion; the task, 
he knew, was hopeless, fewleadingCringrosa 
households would make any bones about 
possessing two sets of apparel—the khadi 
garb for swadeshi meetings, and imported 
finery for normal perambulations. Tire di¬ 
chotomy was refleaod once more in the on- 
agai n ort-again anempts tointroduce probibi- 
lion on a vduniaty basis; leaden would take 
the teetotaller's oath, but for the sake of 
public relations; it did not need to be taken 
seriously, nor need it lower one's thirst for 
foreign whisky. True, exceptions like 
Jawaharlal Nehru thought whi^y to be a 
barbarian drink; they chose wines instead, 
Rhine or Mossel. 

Scholars have since unleashed the proposi¬ 
tion that nationalism itself was an imported 
product, it came with the British. The ideol¬ 
ogy of nationhood had apparently not both¬ 
ered Indians in the past. T^ knew of kings 
and empires; they were also oortversom with 
the reality that kings and emperors, or their 
local representatives, would, from time to 
time, demand tributes, wluch have to be paid 
with exp^ition whatever the resulting strain 
to daily living. Ihe occasional appearance of 
a royal presence nonetheless belonged to the 
genre of a natural law; it was taken in its 
stride. Otherwise Indians were accustomed to 
survive on a miniature scale; the village was 
the basic unit of social existence, even the 
fellows across the ditch or canal or rivulet 
were deemed to be foreigners. In due oourse, 
a distinction was sought to be made between 
run-of-the-mill foreigners and those who, 
arriving on horseback, demanded tribute and 
sid)jugaiion. This was the beginning of the 
identification of royalty with theexmic pres¬ 
ence. The Hindukush was prima facie a range 
of mountains, but it also gradually came to 
connote an advancing army, bands of foreign 
intruders who imposed themselves, but not 
too intensely. These would-be-royal foreign 
parties would perhaps appoint a local tax- 
collector, and withdraw. Tire social distance 
led enchantment to the view. The Hindukush 
ceased to be a formidable banier, it became 
the virtual laissez-passer for entry into our 
plains and terrains. It soon became a flxation 
loo; Hindukush letsin tire foreigners, who are 
kingly and handsome, who possess superior 
arts and superior graces, who ore worthy 
enough to dominate us, and are therefore 
entitled todominare us. Bit by bit, the humble 
village folk, millions of them, occupying hun¬ 
dreds of thousands of hamlets which com¬ 
prised India, slif^red into a frame of miiKi 
besotted by the craze for foreign species; 
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whoever arrived from across ibc Hindukush 
were divine and were to be received with 
open arms and gift cheques In iicu, these 
visitors would leach as civiIisiUion and efTi- 
aency. 

On each occ».ion, those who came in 
:onsiituted a new superstructure Most of the 
ime, they had li ttle trouble i n copi ng with the 
jid superstruaure '1110 latter perhaps disin- 
Kgraled forbidogieal reasons; somtimessrime 
muscle power had to be deployed to make it 
see reason and liquidate itself. Here and 
there, the superstruaure would assume the 
form of a mighty empire It was however 
ilways a hot amntry, and large masses expe¬ 
rienced difficulty in maintaining their 
immaailateness for any length of time. Ihis 
made it easy going—or shall one say, cicsy 
ximing—for every fresh bunch of lorcigners. 
For generations on end, the inhabitants in the 
umpteen little village units went through a 
uniftrrm experience The foreigners aime, 
i»me, ever came; they came, hut they kept 
Ihcir distance, they did not bother to get 
assimilated. That helped to sustain the ro¬ 
mantic notions the villagers cherished about 
foreigners. Foreigners were god, they were 
unreachable. It was not possible to attain 
godliness that distinguished the alien visi¬ 
tors, but there was no harm trying; our fore¬ 
bears therefene desperately emulated the for¬ 
eigners even while the latter extracted, via 
■gents, the taxes due to them 

Throughout history, in the eye of the na¬ 
tive-born, foreigners retained their daz/le 
■nd glamour A smattering amongst them 
inter-married with the natives, became apos¬ 
tates, or through other accidents lost their 
caste. Thank gcxdncss, a hard a>re was how¬ 
ever always there locnsure the pcmiancnceof 
pristinequaliticsthatdcfincdforeigners F'or- 
eigners. it was held us axiomatic, were 
superior to ytju and me, they arrived, unfail¬ 
ingly, inordertodig us out of the quagmire wc 
habitually sank in, they amved to teach us 
civilisation, sometimes they arrived to make 
us aware, in the manner of, a Max Mueller, 
that wc once had a avilisaiion, or in the 
mannerofothers toassure uslhat wc had even 
pornography in those wondrous days of yore. 
This, then, is the e.sscniial point to stress; 
unless foreigners veiled it, we refused totake 
oognisanev of our history Our geography ux) 
has oorcastently been what foreigners de¬ 
cided to make of it. 

Since hate is a form of Iwe. wc have been 
wont to experience periodical hixitsof palriiv 
tism The latter hatdly ever took the form of 
xenophobia though- the ambience was of 
afternoon cricket in the village green. In any 
event, the nationalism which inundated the 
Indians in the second half of the Idih 
century and the first half of the 20 th wasan 
imported pnxiua too, impea-abiy fix-eign- 
m^. Nationalism beaime tcspeaable be¬ 
cause it had foreign pedigree, the relevant 
ooncepLs were lifted from the btxiks and 
journals shij^ied every week from Fngland 
Where would wc be if our dear adversaries, 
our raas:ets, had not taught us about nations 


and nationalities or about antagmistic and 
non-aniagonislic relationships’ If is they who 
made our patriotic day. We got to know from 
them about the Boston tea-party; we have 
never tired of the cliche ‘no taxation without 
representation’ ever since. We stuffed our¬ 
selves with Hobbes, I^Kke, Comteand Dicey. 
We got equally fascinated by the Irish ques¬ 
tion, what with Parnell and MeSweeny and 
the Sinn Fein. The role models were there; 
we only slipped into the assigned roles, roles 
assigned by us for ourselves. And should we 
not be honest, did not our young men, while 
returning from their digs at Oxfewd or Cam¬ 
bridge, bring in the early shipments of Lenin 
and Bakunin and Lunacharsky? We were, in 
all .sea.sons, the echo, never the voice. 

There is little point therefore in taking 
umbrage at the current phase of the head- 
over-hcels love affair with foreign products 
and productions. It is neither an aberration 
nor a temporary situation; it is celebration, in 
our unique, inimitable style, of our return to 
roots. Should a whiff of scepticism begin to 
assail you, please Icxik up the UpanishatFi, it 
is all there in the learned bodes. From the 
time of the Aryans, wc have stuck to our 
grcxind- the home is the universe, and vice 
versa. We adore foreigners, foreign ideas, 
foreign goods, foreim masters. Whatever its 
superTidaliiies, the wedom movement was 
no deviation. Much can actually be said in 
defence of the theory that the Nchtu-Gandhis 
were peferred as post-independence royalty 


necause, amongst inc iiauuiuu 
they provided the appearance of being the 
most foreign, and were accordingly at the 
receiving end of the most admiration. The 
Nehru-fiandhis belonged, and yet did not. 
they were remote, superirw, foreign They 
proffered love for the countrymen, and yet 
could not be more condcscciiding to them. 
That was the hallmark of pedigree; country¬ 
men learnt to swoon at their feet. 

Ptxjr P C Mahaianobis. The Professor, 
whose centenary iscurrcntly beingceiehrated 
with much dcmurcncss, had lust his way. He 
look the leaders—and the people—of this 
country at their face value. Whether he had 
come across F'eidman before he decided to 
construct his four-sector growth model is 
hardly of any impcxiance; what is relevant is 
that he read his people wrong and construaed 
an autarkic model. It was a closed system, 
growth was supposed to explode from Out of 
it if only its severe conditionalities, including 
thcone aboutoemtinuingto produce machines 
which would produce other machines, were 
adhered to. What a scandal, the model made 
no reference to the foreign sector. It was 
therefore bound tocomeacropper. It duly did. 
There was for some subsequent time, much 
confusion, but all is well that ends well, we 
now belong, inalienably, loan international 
economic system. How does it matter if wc 
ate one hundred thirty-fourth in a class of one 
hundred .scvcnty-thrcc’ 
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COMMENTARY 


‘The Task Ahead’: More Empty Boxes 

K S KrishniLswainy 


The finance ministry’s discussion paper on economic reform is a 
document of the mandarins who are confident that no matter what 
happens to otfter people or elsewhere in the country, they are firmly 
established in the seats of power and therefore can call the shots, 
regardless of who or which party constitutes the elected government. 


A PRIMARY feature of Narasimha Rao’s 
government is the announcement of major 
policy decisions, or of important views on 
the government’s position, in the 
interregnum between parliament sessions. 
This applies to the finance ministry much 
more than to the others, though all of them 
are tending to do so more or less regularly. 
Consequently the release of the govern¬ 
ment’s discussion paper on ‘ Economic Re- 
form:TwoYearsAficrand the TaskAhead’ 
(by Montek Singh Ahluwalia'.’) some days 
back entirely conforms to current practice. 
Apart from other thingsit also indicates the 
dominance gained by the bureaucracy in 
matters of policy formulation 
The discussion paper contains no sur- 
pri.scs of any kind, nor does it throw any 
clearer light on the country’s medi um-term 
prospects. Like all government statements 
the goals it sets out in general terms are as 
unexceptionable as motherhood and ‘dal- 
roti’. But what follows bears little relation¬ 
ship to the profound statement that “the 
Dnly durable solution to the cure of poverty 
issustained growth of incomes and employ- 
aieni: in agriculture, in industry and in 
services”. The preamble goes on to talk 
jbout additional investment in farms, in 
nfrastructure, in manufacturing industry 
jnd“abovcall,in people”. This has been the 
^vernment’s refrain for some time now, 
ind has become somewhat louder after the 
Human Development Report, 1993 demon¬ 
strated how poorly India has done in com- 
larison with other countries in providing 
he essentialsoflife to the people. It has also 
jeen sanctified now by the urgings of the 
Aforld Bank that more needs to be done in 
he areas of education and public health, 
specially by the government, for the rest 
he paper hardly contains anything that has 
tot b^n discussed threadbare in the last 
wo years. The obvious inference is that this 
s ail part of an arranged set of rites and 
eiemonies to he carried out before the 
government goes again to the IMF and the 
Vorld Bank for the next instalment of 
exceptional financing’. 

The Reform Agenda for the next three 
rears set down in Action III of the discus- 
ion paperexhibitsthe same order of priori- 
ies as before with one minor difference. 


Between the top priorities of fiscal consoli¬ 
dation and financial .sector reform, seven 
brief paragraphs have been interposed on 
the important subjects of human resource 
development and employment and poverty 
alleviation. When oncturnseagerly tolhese 
paragraphs to sec what these programmes 
mean, one is not just astonished hut de¬ 
pressed by their inanity We arc told in all 
scriousnc-ssthat we must spend much higher 
shares of the budgets for education and 
health, on primary education, basic health 
care and women and children welfare. The 
paper does not say that the shares of educa¬ 
tion and health expendituresasa proportion 
of total public expenditure should go up, 
but only that out of whatever amount is 
provided for these purposes in the budget, 
more shouldbespenton primary education, 
basic health care and women and children 
welfare. There is no recognition of the fact 
that over the years budgetary provisions for 
these Items have been drastically reduced in 
real terms, and given the immensity of the 
tasks ahead, minor rearrangements within a 
scanty budget allcK-ation seem hardly worth 
the name of determined effort at human 
resource development. There is no disput¬ 
ing the fact that primary education and 
basic health care have to be accorded a 
higher priority, as the discussion paper says. 
But to believe that with belter targeting of 
public expenditure and no substantial in¬ 
crease in total resource allocation for hu¬ 
man resource development, we can reach 
the goals that we ought to have reached long 
back is to indulge in fancy. 

Even these brief statements suffer from 
the obsevssive concern of tho.se in charge of 
government to make bencriciaries pay for 
the services provided to them. Obviously 
public education and health .services cannot 
be free for the rich and the poor alike, and 
there is no question but that fees should be 
charged to those who arc palpably capable 
of paying. But this Is side-tracking the main 
issue of what the overall re.sponsihility of 
the government should be in this area 'I'hc 
section on human resource development 
ends with the pregnant observation that 
"private providers must be encouraged to 
supplement public provision”. Again one 
can recogni.se that in both education and 


health services not everything can be or 
need be done by the public sector. But if 
private enterprise is to run schools and 
ailleges and hospitals and diagnostic ecu- 
Ires, the stiiic has the res|xinsibility to en¬ 
sure that private agencies do not become a 
means of ruthless exploitation of the needy. 
The ongoing dispute al^out capitaiion-fee 
insiiiutionsand Hvc-siar hospitals charging 
unconscionable amounts for diagnosis or 
treatment are prtx>f enough of what the 
private sector is likely to do in these areas, 
which arc typically unsuitable for market- 
oriented -solutions 

In a similar fashion the two paragraphs 
on employment and poverty alleviation 
(paragniph.s 54 and 55)are indicative of the 
airaplaccncc with which these serious is¬ 
sues arc viewed in the mini.siry of finance. 
A matter that has been repeatedly brought 
up in discus.sion.s of development policy is 
the difficulty of ensuring simultaneously a 
rapid and sustained growth of both output 
and employment. Out own experience in 
the commodity-producing areas in India is 
indicative of this Even more, the chronic 
problem of unemployment that the devel¬ 
oped countries are facing underlines the 
extraordinary difficulty of ensuring sus¬ 
tained growth of cmployrricnt with the lag 
in human rc.snurcc development that we 
have, the problem of creating additional 
employment oppt^rtunilies in the atniexi of 
import of highly capital-inicn.sivc technolo¬ 
gies isall the more complicated. One would 
have thought that this section deserved 
something more than a rehash of IRDP and 
the Jawahar Rozgar Yojana. But that is all 
there is; and after that we are back to ‘ belter 
targeting’ as the ultimate solution! 

What about agriculture, which has been 
crying for greater attention? Once again we 
have the standard prescription- public in¬ 
vestment in agnculturc-relaicd infrastruc¬ 
ture should be increa.sed; this can happen 
only if the huge subsidies being provided 
for water, electricity and fertilisers arc con¬ 
tained This according to the discussion 
paper ‘is the key’. We are back to a repeti¬ 
tion of making beneficiaries pay and cut¬ 
ting out the various subsidies from the 
budget. But the link betweendningthisand 
increasing investment in agriculture-related 
infrastructure is not obviou.s. After all is not 
the main purpose of reducing or removing 
subsidies to bring down the fiscal deficit to 
around 5 per cent of GDP by 1996-97? 
Unless one accepts the finance ministry’s 
hope that better tax administration and 
greater honesty amongst tax payers will 
automatically enlarge la.x yields in a greater 
measure than the growth in GDP, there isno 
guarantee that agricultural investment in 
the public sector can be stepped up merely 
on the strength of levying user cl)arge.s in 
irrigation, etc. 
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The only other additiooal responsibility 
l^eced on the public sector is to upgrade the 
quality of research and extension support. 
Even here the wording of the document is 
such as to leave in doubt the precise role the 
public sector has to play. We then have the 
expected call for more private investment 
in the agricultural sector, and the changes in 
government policy which should be under¬ 
taken to make this possible. However, de- 
spi te al I the planni ng that we have had si nee 
independence the bulk of agricultural in¬ 
vestment has always been private invest¬ 
ment—by millions of medium and small 
farmers who have for the most part provided 
the necessary savings or boirowed. Despite 
the extension of the co-operative credit and 
commercial banking networks, the ptxwer 
farmers have rarely benented from institu¬ 
tional credit and have depended on the local 
moneylenders When the government now 
says that private investment in agriculture 
will have to be resurrected, the question 
naturally arises how and by whom? Like 
everything el seagricuitu re istobe globalised 
and export opportunities opened up under 
the new regime. Since in all likclihotxl the 
government will alsosubscribc to the Dunkcl 
proposals, one may perhaps also expect 
corporations which have patented their bio¬ 
technological products wanting to invest in 
agriculture in India. Tothe policy-makers in 
Delhi, who are fascinated by their macro¬ 
economic models, all this is fine us long as 
there is a net addition to agricultural invest¬ 
ment and ihe introduaion of new technolo¬ 
gies to raise farm pnxiuclivtiy. But these 


will inevitably mean a sea-change in the 
agrarian sector, with unpredictable conse¬ 
quences on existing farmers. They will also 
mean the commercial!-sation of agriculture 
in a manner that is not necessarily conducive 
to greater employment in that sector. 

Thus when one lcx>ks for new directions 
of action in vital arcus affecting education, 
health, employment and food security of the 
people the discussion paper throws little 
light on what the government inicnds to do. 
As for other areas—namely, fiscal reform, 
financial sector reform, trade and foreign 
exchange policy and industrial policy—there 
is merely the statement that wc continue to 
move along the same road. This has become 
so much of a worship of the market and the 
private sector and a denigration of Ihe pub¬ 
lic sector that there is hardly anything new 
that can be said about it. In the grand style 
of the non-insiitutionai and ahistoric posi¬ 
tivists, the political and social transforma¬ 
tions that have occurred in India as well as 
outside in Ihe last two years have been 
blissfully ignored. One has the lurking sus¬ 
picion that this is really a document of the 
mandarins who are confident that no matter 
what happens to other people or elsewhere 
in the country, they are firmly established in 
Ihe seats of power and therefore can call the 
shots, regardless of who or which party 
con-siitules the elected government. As long 
as this lasts, the unemployed, underprivi¬ 
leged and the pcxirhave to be satisfied with 
such ‘trickle-down’ benefits as come their 
way in the wake of the so-called policies of 
lihcralisation and globalisation. 


NEW DEM II 

The Scam and Economic Reform 

BM 


It is, of course, essential to fake stringent action against those guilty of 
fraud and corruption, but it is the so-called economic reform 
programme of the Narasimha Rao government which needs to be 
questioned squarely in the light of the sutek market scam and its impact 
on the economy and polity. 


AS the probe into the great slock market 
scam by Ihe Joint Parliamentary Oimmit- 
tcc (JPC) proceeded, its.policy and politi¬ 
cal dimensions were bound to surface more 
and more sharply. The charge that the 
prime minister himself accepted tainted 
money from Harshad Mchia in exchange 
for his ‘blessings’ has yet to be proved Hut 
so arc the charges against Harshad Mehta 
for his pan as the principal accused in the 
scam. 'The ramifications of the scam have 
still to unfold fully Will the JPC be able to 
unravel the full .story and reveal the whole 
truth behind it is yet to be seen 'I he ptis- 


turcs and tactics, all too familiar, adopted 
by Narasimha Ruo to fight ‘politically’ the 
charge levelled against him by Harshad 
Mehta must, however, make matters ex¬ 
tremely intractable and complex for the 
JPC. In Its draft report prepared before the 
revelations by Harshad Mehta,the JPC had 
confirmed financial irregularitiesona large 
sunie.' It had also taken due note of the 
infringement of rules and regulations by 
various agencies and high officials and 
ministers of the government in order to 
arrange the flow of public funds for specu¬ 
lative trading by brokers on the slock mar¬ 


kets. If, however, Ihe stock market scam is 
looked upon as only the handiwork of t»’o- 
kers, working in cdlusion with some cor¬ 
rupt bank managers, bureaucrats and poli¬ 
ticians in the government, the JPC will tell 
only half the story of the scam—its surface 
manifestations rather than its far more 
potent inner impulses. 

The depositions before the JPC have 
been revealing of the genesis of the stock 
market scam, its nature and dimensions as 
well as the policy environment in which it 
flourished. The evidence of the former 
Reserve Bank governor R Venkitararoanan, 
for instance, showed that the official stance 
that the scam was an aberration, a case of 
fraud by some clever and unscrupulous 
individuals, was totally lacking in convic¬ 
tion. The fact that the stock market scam 
erupted shortly before the presentation of 
the budget for 1 992-93, as has been pointed 
out by Harshad Mehta in his statement on 
payment of slush money to Ihe prime min¬ 
ister, was not something fortuitous. R 
Venkitaramanan specifically told the JPC 
that he had informed the finance minister 
about the irregularities in December 1991, 
but he was advised not to 'ake any action 
because of the impending budget. The bud¬ 
get, when presented, gave a big boost to 
speculative activity in the financial mar¬ 
kets. The finance minister was obviously 
anxious not to do anything at that juncture 
which would give the ‘wrong signals’ on 
the economic policies of the government. 
The most important announcement in Ihe 
budget, which acted as the catalyst for the 
speculative spree, was that stocks and 
shares would henceforth enjoy preferential 
fiscal treatment as productive assets in 
respect of wealth and capital gains taxes. 
The budget also launched a massive ‘op¬ 
eration whitewash’ for black money which 
W3S so designed that black money hoards, 
along with the genuine savingsof individu¬ 
als and surpluses of corporations, would 
flow into the stock markets to garner large 
profits. Side by side, commercial banks 
and financial institutions were pressed to 
adopt what was pompously called ‘innova¬ 
tive’ methods of enhancing their profit¬ 
ability even as they were expected to scale 
down the funding of productive activity, 
especially in the priority sectors of agricul¬ 
ture, small industry and so on. The 
nationalised banks were under pressure to 
somehow increase their profitability and 
resorted to circumventing rules and guide¬ 
lines—which was not only worked at but 
actually encouraged by the Reserve Bank 
and the finance ministry. 

yVmong the most important of such prac¬ 
tices was Ihe use of hankers’ receipts by the 
brokers to raise funds for their stock rnat- 
ket operations. This was the starting point 
for the collusion between banks and bro¬ 
kers on a gigantic scale. Significantly, the 
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Reserve Bank was advised by the finance 
ministry, as has been admitted by R 
Venkitaramanan before the JPC, not to 
take pre-emptive action against the Bank 
of Karad, l^nk of Madura and Andhra 
Bank. 

The point is that over a period of time 
‘normal business practices’, as Harshad 
Mehta has often asserted, had developed, 
in response to government policies and 
encouragement, to use public funds for the 
brokers* stock market operations. The 1992- 
93 budget, framed to subserve the struc¬ 
tural adjustment programme for the 
economy, gave a powerful .sti mulus to such 
practices. The ‘guidelines’ of the Reserve 
Dank ceased to matter. R Venkitaramanan 
acknowledged before the JPC that there 
were highly adverse reports against foreign 
banks, but no action could be taken be¬ 
cause the government was dependent on 
them to bring in hard currency deposits to 
sustain import liberalisation as part of 
structural adjustment. 

The stock market scam has, therefore, to 
be directly linked to the changes in eco¬ 
nomic policies. Even as the boom in stocks 
and shares fed the wild exfiectations of 
ordinary investors, it was financed mainly 
by the flow of black money and public 
funds into speculative trading. At the same 
time, the government, led by the finance 
minister, saw in the booming stock mar¬ 
ked evidence of the success of the new 
economic policies. The stock market scam 
cannot, therefore, be explained in terms of 
a failure of the monitoring system or lack of 
computers in banks because of trade union 
oppositiori. The active participation in the 
scam of the foreign banks mocks at this 
reasoning. 

llie brokers could not have played their 
games on the stock markets without the 
massive flow of public sector funds into 
stock markets, lliesc funds were made 
available because attractive returns were 
promised and expected. This was the basis 
of the nexus between brokers and manag¬ 
ers of public financial institutions and com¬ 
mercial undertakings and, of course, the 
politicians at the very top. If personal gains 
were made by those in high places in the 
government, this was only to be expected. 
But the grand scale on which it happened 
could not have been possible but for the 
socio-economic and political environment 
created by the so-called economic reform 
programme launched by the ^vernment as 
soon as it had been formed in June 1991. 

Those who have a vested interest in the 
economic reform programme are a worried 
lot these days. They have visibly lost their 
assurance and elan. Things have not worked 
as smoothly as they had hoped. They are 
harassed by the spectre of political insta¬ 
bility even as the much applauded reform 
measures, handed down by the foreign 


creditors, are becoming more and more 
difficult for the government to implement. 
A concerted effort is being mounted to 
salvage the reform programme from the 
debris of the scam, even as senior manag¬ 
ers of banks and public sector undertak¬ 
ings, bureauaais and even a few ministers 
arc sought to be held to account, As part of 
this strategy, Narasimha Kao would have 
to throw out a number of .senior ministers 
as well as lop bureaucrats, but has neither 
the power nor the inclination to undcrta.ke 
this job even as hi.s own position in office 
has become uncertain 
It is, of course, neces.s,ary to take strin¬ 
gent action against individuals guilty of 
fraud, coiruption and mi.sappropriaiion of 
public money, though in the prevailing 
social and political environment one may 
be sure that many of the offenders will 
escape punishment. Hut it is the policy 
prescriptionsnf the government which have 
to be questioned squarely in the light of the 
stock market scam and its impact on the 
economy and pol ity It is not only in respect 
of the financial sector that the adventurous 
course adopted by the government in June 
1991 has shown such ugl y resul ts so quickl y. 
The fail urc is stark al I along the line for the 
economy. The left parties and their allies 
must respond to this challenge adequately. 
They must not allow themselves to be 
befuddled by the antics of the Rao camp. It 
is amusing that the prime minister, who 
had remained smugly unmoved by the com¬ 


munal threat after the demdition of thi 
Babri masjid and had even assumed re¬ 
sponsibility for building the Ram temple ai 
the disputed site, is now calling for an all- 
out fight against the HJI'. 
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Who Needs 10,000 MW of Private 
Power? 

Ninnalya Roy 

The premise that an addition of3H,000 MW is required during the 
Eighth Plan on which both the advocates and opponents of 
privatisation base their respective cases is faulty because the slwrtage 
of power is mainly because the performance of the power sector has 
not received due attention. 


111B Eighth Plan envisages a net addition 
to the Indian grid of 38,000 MW. This is 
accepted by all. The debate is about the 
mode of financing. Ihc government's plea 
is clear and simple- it has money only to 
install 28,000 MW, the remaining 10,000 
MW have to be financed from private 
(domesticand foreign) sources. Opponents 
think this move will cripple our power 
sector. 

But do we need 38,000 MW at all? How 
much will be the peak load (PL) at the end 
of the Eighth Plan? (This note talks only 
about ‘power’ to make it simple, and also 
because power shortage (approximately 17 
per cent) is nearly double the energy short¬ 
age (9 per cent)).Table 1 shows peak load 
forecasting at different limes, by different 
groups. Since the demand forecasts vary 
rather widely which one is to be followed? 
For a realistic forecast, let us look at the 
actual demand at present. In 1989-90, the 
end of the Seventh Plan that is, the peak 
toad served was 33,850 MW. C'onsidering 
a peak shortage of nearly 17 per cent, the 
unrestricted peak demand was around 
40,500 MW. In 1990-91, the unrestricted 
peak demand was only 44,000 MW. 

We can now sec from Table 1 that the low 
scenario of National Power Plan (NPP) 
forecast almost matches the actual demand. 
According to this forecast, our peak load 
demand in 1994-95 (the end of the earlier 
Eighth Plan) will be 60,790 MW. So, 
making allowance for two more years, the 
peak demand at the end of the new Eighth 
Plan would be around 65,000 MW only. 
How much installed capacity (IC) do wc 
need to serve a peak load of 65,000 MW? 


our low pcak/capacity ratio of 0.64 wc 
could not meet the peak load and left a 
shortage of 16 7 per cent in 1989-90. So, 
the shortage of pttwer and energy is not due 
to lack of adequate generating capacity, but 
due to poor performance of our power 
sector. Surprisingly, it is never boldly ac¬ 
cepted and our planners try to bridge the 
demand-supply gapby installingmore gen¬ 
erating units 

Let us come back to how much IC is 


needed to meet the peak demand of65,000 
MW in 1996-97. Even if we take the lower 
pcak/capacity ratio of CEGB, i c, 0.75, wc 
need an !(' of 86.600 MW at the end of 
1996-97. Our Ic; at the end of March 1992 
was 69,350 MW. So, the required addition 
during the Eighth Plan comes to around 
17,500MW, not the whopping 38,000MW. 
Actually, if wc can improve the perfor¬ 
mance of our power sector, there should be 
surplus funds with the ministry of power. 

Some may raise objections to my assump¬ 
tion of 65,000 MW peak load. This esti¬ 
mate is based on NPP 1983 and should 
therefore be deemed as realistic. Take the 
latest official assumption, in its latest re¬ 
port the CEA accepts the 14th Power Sur¬ 
vey Forecast, according to which, the PL in 
1996-97 will be 73,650 MW (Table 1). 
Considering a pcak/capacity ratio of 0.75 
the IC should be 98,200 MW. Then we 
need to add only 28,850 MW. So, in this 
case also, the 10,000 MW of private power 
IS not at ail necessary. 

From where then, dtxis this figure of 
38,000 MW—28,000 public and 10,000 


I'ABl.fc 1: PliAK l/MD (MW) 


Agency 


1689-90 19<)4-9.';* 


1996-97 2004-05 2006-07 


National Power Plan (1983) 46976 69216 

(High scenario, 7 per cent (iR) 

National Power Plan (198.3) 42765 60790 

(Low scenario 5 per cent GR) 

12th Power Survey 49278 78438 

!3th Power Survey - 86437 

14th Power Survey - 7.3656 

Working Group on Power - 83537 

• 1994-95 was originally scheduled lobe in the end of F.ighth Pl.an, but due to political instability 
at centre it has shifted to 199(>-97 

Tabi.f. 2; CEGB. UK 



1982 

198.3 

1984 

198.'i 

1986 

Demand (thousand MW) 

42.6 

42.7 

43.6 

46.2 

45.1 

Demand met (thousand MW) 

42.6 

42.1 

42.2 

44.1 

4.5.1 

Installed capacity (thousand MW) 

56.7 

55.2 

54.75 

51.0 

51 1 

Pcak/capacity 

0.75 

0.77 

0.8 

0.9 

0.88 


More: Figures rounded off. - t- , j ic 

Gap between demand and supply was made by importing power from Scotland and 
ITiough thedata is about a decade old, it is.still televanlas there was no major change in demand 


and supply position 


Let us look at the performance of some 
other countries (Table 2). In 11^2, the 
CEGB, UiC was able to fully meet the peak 
demand of 42,000 MW with an installed 
capacity of 56,700 MW. But in 1989-90, in 
India wc could not fully meet a demand of 
40,500 MW with an IC of 60,500 MW, 
Also, the demand in England slowly in¬ 
creased 1982 onwards but no extra gener¬ 
ating units were added It met the addi¬ 
tional demand partly by improving the peak 
availability of the generating units and 
partly by imports. Its peak/capacity ratio 
increiLse.d from 0 75 In 0 9 Hut even with 


Table 3: Consumption Pattern in Country in Different ('.aieoories 


(ill figures in percentages) 



Seventh Plan 
(1989-90) 

As per 14th EPS 
(1994-95) 

Projected Tenth Plan 
(2006-07) 

Domestic 

16.0 

19.0 

22.0 

Commercial 

5.9 

6.1 

7.5 

industrial 

46.3 

45.0 

46.0 

Traction 

2.4 

24 

4.0 

Agricultural 

25.0 

23.0 

14 0 

Others 

4.4 

4.5 

6.5 



38000 


35000 


2 


30000 



private—come into the picture? Actually it 
was the projection of the Working Group 
on Power for Eighth Plan, constituted by 
the Planning Commission, which forecast 
an abnormally high PL of 83,540 MW in 
1994-95. The forecast was I atcr rejected by 
the CEA. The peak/capacity ratio based on 
the Working Group report comes to 0.827, 
quite high by Indian standard. If we adopt 
this standard for our generating units, even 
with a 73,660 MW peak load considered by 
the CEA (which, I feel, is on the higher 
sidejthetotal requiredICin 1996-97should 
be ^,060 MW. In that case, too, we need 
to add 19,700 MW only. That too would 
leave a surplus fund with the ministry, 
leave alone the need for inviting private 
parties. 

In estimating the power requirement 
above, various other options available for 

UTTAR PRADESH 


THE Harshad Mehta saga may have yet 
fallen short of upsetting the national equili¬ 
brium. but it has had its impact on the for¬ 
tunes of the UP Congtess. A further erosion 
in the party’s dwindling support base seems 
unavoidable. 

After the Chandraswamy episode, which 
ended m a call by the so-called sadhu to 
begin the temple construction from the 
‘garbagriha’ of the disputed site, the Muslims 
are incensed twice over. At the same time; 
the Congress's attempt to surreptitiously win 
over Hindu voles through the Som 'fogya 
failed miserably. 

The vacuum created by the erosion of sup- 


(Hoais) 

reducing peak load and energy have not 
been considered. Our load proflle (see the 
Figure) and consumption trend (Table 3) 
shows amplescopefor'peakflattening’. In 
addition, various energy conservation mea¬ 
sures can also bring down the peak load by 
a considerable quantity. Together, it is 
feasible to bring down the peak load by 10 
per cent during the Eighth Plan. Capacity 
addition, in that case, can be reduced by 
8,000 MW. 

Our planners had always tried to bridge 
the gap between demand and supply of 
power and energy by putting up more gen¬ 
erating units. The productivity of generat¬ 
ing units (peak availability, kwh/kw in¬ 
stalled, heat rate, etc) never received much 
importance. Now also, the debate is about 
the ‘colour of the cat’, i e, who is the 
financier, and not about the number of 
‘cats' required. 


port for the Congress is, however, not being 
filled by the BJP alone. A different type of 
claimant in the form of Mulayam Singh 
Yadav is also on the scene. The former chief 
minister is not only winning new support 
among the backwards and Muriims, but also 
gaining the confidence of certain sections 
within the upper reaches of village society. 
In some pockets of western UP, where the 
BJP had been successful in penetrating the 
backward ranks, a drift back towards 
Mulayam’s party is evident. Such instances 
have involved members of the backward but 
dominant Lodh community. Recruitment of 
a number of upper caste power-brokers. 
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forces are also responding to the lack of nif* 
ficient space in either of the dominant 
parties. And in some cases the appeal of 
Hinduiva is finding it difficult to iranscciKl 
the real life coitradictions of caste and other 
interests. 

In accordaiKe with this shift, Mulayam 
IS also changing his political rhetoric. In an 
apparent bid to go beyond a traditional 
backward-MiKlim-daltl appeal, he sup¬ 
ported the Som Yigya. This was accom¬ 
panied by an overt enlistment of ‘sadhu’ sup¬ 
port, which saw god-men of particularly the 
Etawah belt issuing statements in Mulayam 
Singh's favour. Of lale Mulayam Singh has 
also dropped ail references to a masjid being 
built at Ayodhya. Instead the spot where the 
Babri raasjid once stood is now referred to 
as a disputed site. Chandraswamy’s VHP- 
type statements on the mandir issue have not 
been condemned and in other utterances too 
Mulayam Singh is trying to mix his general 
political appeal with an appeal to conser¬ 
vative Hindu senlimem.s. A soft line towards 
the Congress is also evident, espectaliy in the 
efforts to sideline the issue of the prime 
minister’s resignation ovei the Harshad 
Mehta disclosures. 

Armed with this strategy the SP-B.SP com¬ 
bine is forging ahead of V P Singh’s Janata 
Dal. The Janata Dal, despite sonic continu¬ 
ing appeal among liberals and the more con¬ 
scious sections of the backward caste and 
Muslim intelligentsia, h» yet to break any 
significant new ground. The party’s Mandal 
Rath is not drawing the expect^ crowds. 
Even Laloo libdav’s charisma is creating no 
more than a minor flutter and V P Singh 
has not been able to draw to himself the ag¬ 
gressive, vocal type of forces (from within 
the same target social base) as Mulayam 
Singh has been. 

But a Muls^am Singh-BJP polarisation 
is not the only political possibility in the 
state The allegations of corruption involv¬ 
ing the prime minister have once again lifted 
the morale of forces aspiring for a demo¬ 
cratic mobilisation. Recently the IPF gave 
a renewed call for all non-Mulayam Singh, 
anti-Congress. anti-BJP forces to get 
together on a movemental idank. The initial 
response from parties like the Janata Dal is 
encouraging, though something concrete has 
yet to materialise. The Left parties still 
appear wary of criticising Mulayam Singh. 
They deplored the Som Yagya without, how¬ 
ever. mentioning Mulayam Singh’s rote But 
the IPF has launched an ideological cam¬ 
paign on the issue Besides questioning the 
relevance of such moves for any genuine 
secular plank, it has also criticised the BSP 
for being a dtdit party and yet capitulating 
to brahminical rhetoric on many issues. The 
IPF is also focusing on the inherent fragility 
of any move towards a Congress style revival 
with Mulayam as its centre 

Besides the political activities at the top, 
a number of grass roots issues loo are now 
coming to the fore A case of police firing 
on peasants at Bithauli on the Lucknqw- 
Siupur road has once again highlighted 


Mulayam Singh’s New Tune 

Amarei^b IVlisra 


In an attempt to go beyond a traditional backward class-Muslim- 
dalit appeal, Mulayam Singh Yadav supported Chandraswamy’s 
so-called Som Yagya and is adopting a line on the mandir-masjid 
controversy calculated to appeal to conservative Hindu sentiment. 
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<klel Utl yoira timibii' inctdem at Ramkolc 
{ePW, October 3, 1992) had triggered off 
political unrest. This time the peasants were 
organising a peaceful Tasia roko’ to protest 
against the high-handedness of the Lucknow 
Devdopment Authority (1,DA). The LDA is 
buying land from the peasants at 24-30 paise 
per square feet and selling it at Rs 95. This is 
being done with the active connivance of the 
slate government and has been accompanied 
by a severe clamp-down on any protest. The 
Janata Dal and the IFF have picked up the 
issue and Mahendia Singh Tikait is contem¬ 
plating his own action. The IFF, through its 
student wing, AI!>A, is also currently prepar¬ 
ing for the proposed autumn march of 
students on the issue of ‘right to work' in 
Lucknow, which will precede the November 
25 parliament gherao on the same issue. 

The IFF is also trying to reorganise the 
peasant movement of the Lakhimpur Kheri- 
Pilibhil beh which has large tracts of forest 
land controlled by a nexus of forest mafia, 
olTicit^ government contractors and land¬ 
lords. Ine area came into limelight recently 
following a spate of terrorist-related killings 
at Maigalganj which were projected in the 
media as another instance of a burgeoning 


ings however were the remit of simmering 
local contradictions in which the terrorists 
were allegedly acting at the behest of a small 
Sikh farmer who had been previously attack¬ 
ed, looted and beaten up by some anti¬ 
socials. The latter were ostensibly linked with 
the aforementioned nexus which is actively 
involved in illegally appropriating and selling 
vast tracts of the forest reserve. As a result, 
a parallel lumpen economy has come up 
with the coven backing of the police and the 
administration. IFF activists recently caught 
some police personnel sneaking out illegal¬ 
ly felled trees. In other instances the police 
is known to take regular sums of money 
from some big Sikh farmers supporting ter¬ 
rorist gangs in the area. 

In the case referred to above, the pleas of 
the affected farmer were ignored by the 
police. The Sikh farmer then went to the 
local gurudwara to demand redress. Though 
some of his kin were earlier involved in the 
terrorist movement, he was not known to 
have any links with them. .Subsequently two 
nlle-wielding terrorists descended on (he 
village of the assailants and many innocent 
persons were killed in the indiscriminate 
Tiring. 


The Defilers 

MSS Pandian 


What happened when the activists of the People‘s Art and Literary- 
Association sought a sluire in ‘hhoologa vaikundam’, the Sri 
Ranganathaswami temple in Thiruvarangam, for the dalits and the 
sudras. 


1.,Y1NG five kms north of Thrichirapalli, 
located on the island of Thiruvarangam, 
Sri Ranganathaswami temple means dif¬ 
ferent things to different people. For the 
Hindu orthodoxy, it is the most sacred of 
the 108 'divyadesams'of the Vaishnaviics 
and no less than bhoologa vaikundam, 
‘vaikundam’ itself on earth. For those who 
are not spiritually incli ned, the temple with 
its 21 towers, multiple ‘praharams’ and 
centuries of history is simply a sign of 
monumental non-brahmin labour, usurped 
and turned against them. After all, it was 
their ceaseless labour which, as recently as 
the 1980s, converted 116 lakhs of bricks 
and 3,000 tonnes of cement into the tallest 
temple tower in south Asia, the Raja 
Gopuramof the Thiruvarangam temple. In 
between these absolutes, there are shades 
and shades of other meanings which an 
ambivalent Ranganaihar offers with ease. 

All this conteiiding flow of meanings did 
not trouble Ranganathar much. Life went 
on as usual, surrounded by tonsured and 
untonsured devotees, cheerless brahmin 
priests and repetitive pujas carried out 
witha Pavlovian ring. 'Hie monotony ended 
abruptly in the second wcekof March when 
the Makkal Kalai Illakiya Kazhagam. 
People’s Art and Literary Association 
(PAlJV), a CPI (M-L) front organisation, 


sought a share in the vaikundam for the 
dalits and the sudras. Outstepping their 
karmic privileges, they claimed it to be 
their right to enter that last territory of 
brahmin monopoly in the temple, the 
garbhagraham, and perform pujas in the 
language of the Asuras, the Tamil. 

Wall writings surfaced in Thrichirapalli, 
Thiruvarangam and elsewhere in the state. 
“We shall lay siege on Thiruvarangam”, 
one of them proclaimed unabashedly. Hand¬ 
bills in thousands were distribute. They 
read, “There are several places which the 
poor cannot enter. Thereare [several] places 
which the uneducated cannot enter. But, 
there is one place which one cannot enter 
for reasons of birth; and that exists only in 
our country, and only in Hinduism. That is 
the garbhagraham of the temple." Scores of 
public meetings were organised, attended 
by, among others, the enthusiastic cadres 
of the Dravidar Kazhagam, the Dravida 
Munnetra Kazhagam, and a number of 
dalit organisations including the Dalit Pan¬ 
thers. The ever-clusive sudra-dalit unity 
looked real for once. A date too was an¬ 
nounced for the close encounter with 
Ranganathar. It was May 1. 

As the campaign of the infidels got off 
the ground, the series of rectangular enclo¬ 
sures around the temple, formed by mas- 


equaie to protect Ranganathar. A disturbed 
Rama Gopalan, the leader of the Hindu 
Munnani, descended on Thrichirapalli in 
the first week of April. His was indeed a 
difficult job. Unfortunately, it was not even 
a month since Govindachariya, the general 
secretary of the BJP, displayed his magna¬ 
nimity i n pu bl i c a nd clai med the worshi p of 
sudra/dalit deities such as Ayyanar and 
Mariamman to be part of the catch-all 
Hinduiva tradition; and what the infidels 
wanted to do in Thiruvarangam was what 
they always did to Ayyanar and Maria- 
raman. In the course of his public address, 
Rama Gopalan did not mess around with 
troublesome caste and hierarchies of gods 
and g(3ddesses, but merely simplified it all 
for hiscamp followers; the godless commu¬ 
nists would l(X)t the temple on May A. 

Enthused by Rama Gopalan’s presence, 
the Hindu Munnani,VH? cadres, though 
not many in number, launched theircounter- 
campaign. “Protect the temple”, their post¬ 
ers incited. Then, posters were only part of 
their agenda; they were more interested in 
defacing the wall writings of their tormen¬ 
tors. In the dead of the night, they roamed 
the streets of Thrichirapalli with white¬ 
wash and brush, only to be stopped in 
places by the vigilant DMKand DK cadres. 
Every devotee of Ranganathar should break 
a cocoiiut for him on May 1, the Hindu 
Munnani announced. It was an affordable 
protest. Coainut prices have crashed in the 
district for quite some time. 

A tense Thiruvarangam as well as 
Thrichirapalli were brought under 144CrPC 
on April 30i(self Policemen in large num¬ 
bers were mobilised to protect Ranganaihar 
in his stale of brahminical purity. On May 
1, the devotees on their way to the temple 
were ‘security-checked’ at Gayatri 
Mandapam, Vinaya Nazhi Kottam and the 
temple office with metal detectors. None 
ask^ whether metai detectors wereagamic; 
such doubts are banal in the yuga of Green 
Card Brahminism. They worshipped a dis¬ 
tant, hut unpolluted, Ranganathar from 
Gayatri Mandapam as they were not al¬ 
lowed to go beyond. 

As announced, the assembly of the infi¬ 
dels, carryinghannersandflags, assembled 
in Melapuddur in Tbrichirapalli junction. 
Before they could proceed toRanganathar’s 
sacred abode and carry out the insidious 
plot of sacrilege, they all were arrested by 
the waiting pol icemen. Another procession 
of about 200, including w'omen and chil¬ 
dren, began at Thrichirapalli bus stand. 
They loo were stopiied on their way and 
taken into custody. Similar processions 
meeting similar fate continued throughout 
the day. In total, 700 of them, including 100 
women, were arrested and charged with 
non-bail able offences. The followingmom- 
ing, the unofficial organ of the BJP, the 
Indian Express, heaved a deep sigh of 
relief and announced to the world, ‘Temple 
Stir Fizzles Out’. 

It was not the first time that the temple 
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] 970s. The DMK, which was in power 
then, dreanit no longer of assaulting 
Thiruvarangam Ranganathar and 
C'Hidambaram Natarajar with cannons; that 
was all a dead dream by then. Rut the old 
agenda was not fully lost. Braving the 
inten.sfc Vaishnavite offensive, the DMK 
government under M Karunanidhi got the 
Flindu Religious and Charitable Rndow- 
ments Act amended in 1972 so that any 
qualified person, irre.speciive of caste, could 
beaimc a priest in the 10,040 government 
managed temples. The intention of the 
move was loud and clear. As the advocate- 
general of Tamil Naduclaimed, the amend¬ 
ment was meant “to abolish brahmin mo¬ 
nopoly in religious affairs..." 

The swiftness with which the amend¬ 
ment was challenged by the brahmins was 
indeed a testimony to their celebrated effi¬ 
ciency. Sixty-six brahmins filed 12 writ 
petitions in the Supreme Court. Nani 
Palkhivala, in utntrasi to his spirited de¬ 
fence of laissez-faire during the anti-Mandal 
agitation, argued then for the protection of 
brahmin privilege. The highest court of the 
country ruled that Articles 2.S and 26 of the 
Constitution, which deal with the freedom 
to practise one’s religion, arc “not limited 
tomattersofdoctrine...[but]cxlendsal.so.. 
for rituals and observances, ceremonies 
and modcsof worship which are an integral 
part of religion”. Using all its judicial 
wisdom, it specified further: “the ritual in 
a temple could not be performed except by 
a person belonging to a specified denomi¬ 
nation; otherwise the purpo.se of worship 
would be defeated.” How could it allow the 
purpose of worship to be defeated’/ J'he 
plea of the brahmins was upheld and 
garhhagaraham continued to remain as their 
exclusive preserve. 

What had fizzled out earlier need not 
always fizzle out. Ranganathar was bliss¬ 
fully unaware that May 24 would turn out 
to be an eventful day in his career. The 
cadres of the PALA, determined as they 
were, purchased on that special day special 
tickets and mingled with the queue. As the 
queue slowly moved ahead, Muthu, the 
Thriuchi district secretary of the associa¬ 
tion, suddenly crossed the silver steps in 
front of the gurbbagaraham and entered it. 
Following a slogan-chanting Muthu, few 
of his other atmradcs too did the same. I'he 
red banner was unfurled and Ranganathar 
found him.self flanked by the portraits of 
unwelcome intruders—K V Ramasami and 
Ambedkar. 

In the scuffle that ensued, the north 
Indian devotees, numbering around .'100, 
abetted by the priests in Hindi, intervened 
on behalf of a helpless Ranganathar and 
thrashed the southern dcfilers of Vishnu. 
The PA1.A cadres knew, the punishment 
for such irreligious acts was not always 
executed in the after-life; it could be here 
and now. Few on both sides were injured. 


iiiviuuiii]( nve wumcn anu two uniiurcii, 
were arrested. Perhaps for the first lime in 
their political career, the arrested PALA 
activists found to their utter surprise the 
policemen to be sympathetic to their cause 
With theirexit, the temple doors were shut 
'Somprokshanam' was performed in 
Moolavar Sannadhi ( garbhagraham ). 
Thayaar Sannadhi and for the vimana*; of 
the temple. Somprokshanam not merely 
returned Ranganathar to his inhuman state 
of purity, but also affirmed the rightful 
place of the sudras and the dalits in the 
castcicss universe of the anli-Mandalists 
and Hindtva 

If gods themselves cannot be safe, how 
can Hindutuva be"' An angered BJP con¬ 
demned the ‘atiwity’ and called for .severe 


F.VEN before the last of the 22 cruise 
tomahawk missile.s—each costing over a 
million dollars—smashed intoin Baghdad, 
indiscriminately slaughtering men, women 
and children, a jubilantly apoplectic 
(Minton sputtered: “1 feel good, and I’m 
sure the American people feel as 1 do ” 

In that barefaced utterance, (Minton re¬ 
vealed not only the utter depravity of a 
ramshackle administration, but the extent 
to which he had shrunk to dwarfish pro¬ 
portions. The man that opposed the Viet¬ 
nam carnage by seeking refuge at Oxford 
University, to his greatest honour, has 
sunk into the sewer of US militarism. 

More glaringly, the massacre high¬ 
lighted the momentarily unstoppable ihrast 
of US imperialism even in its debilitated 
state. To naive spirits who believed that 
Clinton was a pirlilico different, or differ¬ 
entiable, from hi.s Reaganbu.sh predeces¬ 
sors, the Baghdad bombing smashed that 
delusion; the frantic striving at any cost to 
destabilise Iraq, the daily threats against 
North Korea, the perennial embargoes 
against (.'uba and Vietnam unveils once 
again the rapacity of the US global sys¬ 
tem. 

These acts of aggression stem from the 
crisis of the internal woikings of US capi¬ 
talism which Clinton promised lo modify, 
but cannot deliver on his promises. Ihc 
major motive behind them is to .secure the 


{(aoanaijiiHiiini. inuu)j;ri itiwoit ui wic.tnwrv' 

brahmin pres$, including (he DMK's 
MurosoH, was almasi euphoric in its sup¬ 
port to the PALA, what mattered to the 
government of Jayalaliiha, the divine in- 
car natc for he r ever prol i ferating toe-touch¬ 
ers, was the worries of the BJP. The gov-, 
ernmeni quickly condemned the event and 
liisiriutcil the police to take severe action 
against the iormentorsof Ranganathar. The 
four temple staff who sustained injuries in 
the .scuffle were paid Ks 5,(KH) each and an 
iron enclosure was erected around the 
garbhagraham. It was all cxpctied; none 
was too surprised. After all, Jayalaliiha 
w ;is merely upholding the Constitution and 
could anyone complain, be a dalit. he a 
Kiidra' 


poliiieal support of the right and boost his 
sagging political ratings. 

II 

Clinton’s economic pn^lcms on the 
home front have become unmanageable: 
the spectre of unemployment just would 
not go away; a mild recovery of .sorts has 
been aborted; his budget, social and en¬ 
ergy reform policies have been shaved and 
compromised beyond recognition; a mere 
.skeleton of a once grandiose electoral 
programme trumpeted with such fanfare. 

Inexorably, the USriiling oligarchy sim¬ 
ply tells ail the upstarts that have thrown 
their hats into the political ring that rosy 
eleciion promi.se.s are one thing, but if 
anyone gets out of line and begins to 
tamper w'ith the workings of the system, 
even at the fringes, one is in trouble. For 
the ruling cl ass there is only one constant; 
iis class and propertied interests arc not to 
be trilled wiih. 

M’hi.s is an unalterable law of cla.ss dy¬ 
namics that the paluvenngsof Ihc (Minton 
clique cannot change Hence the frantic 
back-pedalling of a febrile administration 
hell bent on displaying its anaemic muscle 
to the forces of (.‘orporaic (.'apital The 
crime commiitcd against Iraq was thus an 
attempt by a desperate politico striving to 
recoup his willed fortunes on the dome.stic 
from 


US State Terrorism: Another Criminal Act 

Frederic F (Mairmont 

One more crime of US stale terrorism against yet another third 
world country is a grim reminder that indignation is not enough. It 
must he matched hy organised campaigns to ensure that the words of 
the UN Charter become a binding reality. 
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eral glory. “He acted quickly, properly 
and in the interests of the United States”, 
writes Rosenthal in The New York Times, 
still one of the dominant ideologists of the 
political right, and apolrigisi of inicrna- 
tional Zionism l.ikewise, Jeanne 
Kirkpatrick, prrtpagandist extraordinary 
of the Reagan administration, adds her 
homage thill Clinton’s murderous assault 
"wasa demonstration of political will and 
an imporianl one al that” The corporate 
media, obviously, took the cue. 

Such ful.somc hosannas by the weighty 
political right on the domesiic front were 
not, however, matched on the interna¬ 
tional from, wiihone wretched exception: 
that of Oouglas Hurd, foreign .secretary in 
a Tory government riddled with graft, 
corruption and sheer incompetence It was 
the obsequious and solitary voice of the 
traditional and unwavering Lnglish 
bootlicker 

Mu told parliament tliai "it was a justi¬ 
fied and proportionate exercise of the right 
of self-defence, and a necessary warning 
to Iraq that .stale terrori.sm cannot and will 
not be tolerated” On what basis was the 
accusation of .state terrorism advanced? 
And on what evidence'’ ('ollectcd by 
whom? And .serving what objectives? The 
que.st for justice? 

Ill 

According to the American charge-sheet, 
punitive measures were galvanised on the 
grounds that in April, the Kuwaiti govern¬ 
ment (sic) had uncovered whai “they .sus¬ 
pected was a c'lr-bomb plot” to bump off 
former pre.sident (icorge Mush (Sec olfi- 
cial statcmcni in The New York Times, 
June 2H.)Suspicions arc never proof. What 
was always a i.ubious suspicion was im- 
mediauiy switched into an incontrovert¬ 
ible fact. 

1 histhrcadbarc fabrication had iisaimic 
undertones. Thef’lAand the I'BI,both IIS 
Federal agencies, actingincomplicity with 
the Kuwaiti Intelligence Service'claimed' 
to have uncovered ihc plot In this sordid 
sham the Kuwaiti stooges, is trivialised 
sidekicks, were simpi y shoved asi de. From 
the onset this was a C'lA'FBl showbiz 
stunt. 

Kuwait is a medieval police slate in 
which even ihc rudiments of an impartial 
judicial system arc obliicraicd. The l!mir 
is the supreme judge ;ind jury, and in his 
person he cmbiidies iht highest court of 
appeal IJid the Bush gang raise any hu¬ 
man rights objections when over 2(K),(X)0 
Palestinians, most Kuwaiti-horn, were ex¬ 
pelled and thcirpropcrty confiscated, with 
thousands summarily executed? 

Indeed they applauded this crime as a 
means of cleansing the F.miraic of a corn- 


cat to US interests. At {n’esenfthere are 
more than 25,000 ‘political’ prisoners 
many of them adol cscents; executions and 
disappearances arc daily phenomena. But 
this is precisely one of the greatest allies 
of the US as Bush reminded the F.mir 
when he was awarded its highest national 
award. The mutual backscratching is de¬ 
sirable; Bush and Baker are major share¬ 
holders in the Kuwait Investment 
Organisation (KIO). Baker’s law firm is 
the KIO’s major international legal repre¬ 
sentative Ihese were not substantive 
matters that were raised at the Human 
Rights jamboree in Vienna 

IV 

If there was an attempt to liquidate Bush 
why is the evidence of ‘guilt* suppressed to 
foreign jurists'’ Why has the (-1A/FHI op¬ 
posed presenting ‘the evidence’ on the 
grounds that it would he detrimental to the 
national interesLsof the US? 

Such basic procedural questions arc 
irrelevant to the power games of US stale 
Ierrorism The cri me agai nst Iraq wascom- 
mitted in the name of ‘self-defence’. Ar¬ 
ticle .51 of the United Nations Charier 
provided the fig-leaf. It is utterly irrel¬ 
evant as far as the US conspiracy was 
concerned that the Security Council was 
not consulted. 

There is nothing in Article 51, or in¬ 
deed, i n the ('barter, that suggests that ‘ the 
self-defence argument’ can be invoked in 
response to an assassination attempt 
against an individual or head of .state, 
particularly in the case where there was no 
assassination, and where the so-called as¬ 
sassination attempt was foiled. 

This was not the first time that impe¬ 
rialism sought to deploy Article 51 as a 
legal rationalisation for colonial geno¬ 
cide. In I9S6, during the Suez invasion, 
France, the UK and Israel sought to justify 
their pounce on Nasser by invoking Ar¬ 
ticle 51 They were rebuffed by the Cien- 
eral Assembly. True, it was adiffereni UN 
system then. 

Likewise, US imperialism failed in its 
attempt to use Article 51 to bless its inva¬ 
sion of Panama and the abduction of gen¬ 
eral Manuel Noriega. Tom Pickering, then 
US ambassador to the UN gloated "that 
self-defence under Article 51 permits the 
US to use armed force anywhere to defend 
our national interests”. 

Article 51 in conjunction with other 
legal provisions of the Charter were in¬ 
tended to cover armed attack against na¬ 
tion states and not individuals. When 
pres-sed; even the US ambassador in Lon¬ 
don was compelled to admit that the mis¬ 
sile attacks did not fall “within the con¬ 
ventional meaning of Article 51”. 


This raises the question: Why did not 
Clinton and his cronies wait for the out¬ 
come of the court findings, even if the trial 
was phoney from beginning to end, and 
then bring their case to the UN? No, that 
would not have worked because it would 
have been rejected by the Security Coun¬ 
cil, and hence would not have served his 
political stratagem. 

The Guardian in its cri tique of the Tory 
government spoke justly for a far wider 
community: “Mr Major should never have 
supported this reckless adventure outside 
international law in the first place.” To its 
credit, China explicitly condemned the 
crime, as did Cuba. 

No Mr Clinton, there is a universal 
sense of revulsion in your deployment of 
stale terrorism; the American people, un¬ 
like yourself, cannot be ‘made to feel 
good’ foracrime unredeemed by any trace 
of legality in international law; aggres¬ 
sion in reprisal for an alleged act commit¬ 
ted several months ago in a foreign coun¬ 
try (a fabrication, to he sure) cannot be 
justified. 

VI 

Clinton’s crime must be seen in the 
wider perspective of IJ.S global policy. 
When the international Court of Justice 
condemned US state terrorism for blow¬ 
ing up a Nicaraguan purl, a minor Reagan 
hack angrily retorted that the court should 
mind its own damned business and added 
for good measure that it should study the 
Monroe Doctrine—Nicaragua was ijot 
merely the US backyard, but US real es¬ 
tate. 

The world is not amnesiac: it was US 
terrorists with the complicity of the 
Thatcher covey that bombed Tripoli in an 
aborted attempt to kill colonel (taddafy. It 
was US terrorists under the command of 
general Schwarzkopf—the presumed hero 
of Desert Storm—that liquidated the le¬ 
gitimate government of (Vrenada, a mem¬ 
ber of the UN. 

One more crime of US state terrorism 
against yet another third world country is 
a grim reminder that anger and indigna¬ 
tion is not enough It must be matched by 
organised campaigns to ensure that the 
words of rhe Charter become a binding 
reality 

The muscle deployed by you, Mr 
(Clinton, will not enhance your credibility. 
The Neanderthal fascists will applaud you, 
but Ihc test of any honest politician is to 
face up to the challenge of his time. That, 
Clinton, you have abysmally failed to do. 
both dome.stically and internationally. 
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Conunon Property, Collective Action 
and Ecology 

Subir Sinha 
Ronald Herring 


Much modern discourse on en\ironmcntal degradation takes place 
under the shadow of the ‘tragedy of the commons’. The logic of 
that metaphor has been used by states for seizing control of local 
commons on grounds of conservation. Report on a conference 
which sought to highlight research on common property systems 
that do function, the limits to local .solutions to ecological 
dilemmas and ibc problems with state-directed environmental 
protection. 


AN international confetcncc on ‘C ornmon 
Property, Colleitivc Action and Lxolop.y’ 
wa' held in August of IttM year at the ( entre 
for l-cologieui Ss lences of the Indian Insti 
tute of Science in Bangalore with additional 
support from the SiKiai Science Research 
Council (New York), the Smithsonian In¬ 
stitution (Washington) .ind the Ford Poun 
dation (New Delhi) Pa;'er.s presented at the 
conference will be described and then 
cumulatively discussed in the concluding 
section- 

contested themes at the conference in 
eluded (I) whether or not the ‘tragedy of 
the commons' is a real tendency of univer¬ 
sal human maximising behaviour or a pro¬ 
duct of either Euro-centric academic praxis 
or states and markets reducing the political 
space and institutional capacity of local 
people, (2) (he reality and accuracy of an 
emergent ‘staixlard environmental narrative' 
(dubbed SEN) or romanticised account of 
‘eco-system people' which posits prc-colonial 
harmony between people and a benign 
'nature' in the sub-continent; (ji) whether or 
not such a narrative threatens a reversed 
orientalism in conceptualising ‘eastern’ and 
‘western’ modes of practice and belief; (4) 
the tensions among 'deep ecology', defensive 
reactions and ‘social ecology* as frames for 
understanding environmental politics and 
policy in India; and (S) internationally, 
whether an elitist construction of a ‘global 
commons’ and common ecological crisis 
threatens the economic interests of the south 
to remedy the sins of the north. 

Much modern discourse on environmental 
degradation takes place under the shadow 
of the ‘tragedy of the commons', a simple 
and influential model that explained why 
maximisation of individual interests in using 
any commons could result in catastrophe 
The logic of that metaphor has been used 
by states as legitimation for seizing control 
of local commons on grounds of conserva¬ 
tion; Leviathan may not be popular, but it 
putatively acts in the general interest when 
individuals cannot generate the collective ac¬ 
tion necessary to provide public goods. This 
construction has been used as a reason for 


I'pposing comm.in property institutions 
generally, ‘that which is everyone's I'oncern 
IS in fact no one's concern' The conl'crensc 
sought l(> highlight rcseaich on common 
pio|rcrty systems ihai do function, the limits 
lo Iwal solutions to ecological dilemmas, 
and the problems with state diiected en¬ 
vironmental protection 

l.rK At iNSim ilONAt .SOIiHIO.NS IT) 

rill 'TRAf.nn oi till Commons' 

Ihe first session opened with Madhav 
Gadgil's paper ‘Changing Patterns of CPR 
(Common f'roperty Resources) Usage in 
Uttara Kannada District in ,Southern India', 
co-authored with S Rao. While the par¬ 
ticulars of (he papier deal with Uttara Kan¬ 
nada, broader theoretical points can be 
discerned. According to Ciadgil and Rao, 
how much of which resource is demanded 
and extracted in any historical period is a 
function of the interests of ‘elites’ who use 
‘regimes' a.s iastiuments lor their particular 
ends. This argument is based on a reading 
of India's transition from ‘pre-British’ to 
British to independent rule This historical 
evolution had a parallel trajectory of 
technological progress which required large 
quantities and more varieties of natural 
resources. In the process, local communities 
Inst control over resources, resulting in their 
net degradation Ciadgil and Rao focus on 
three resources; forests, irrigation tanks and 
estuarine lands 

In pre-British India, when elites appro- 
piiated primanly agricultural surplus, con¬ 
trol over irrigauon tanks and forests remain¬ 
ed with local communities .since agricultural 
production was crucial to elites. Use of 
human and animal power for agriculture’s 
energy needs, a ‘strong caste-based social 
control’, as well as religious beliefs and 
customary practices regulated resource use. 
The autonomy of local institutions was also 
a result of the limited coercive capacity of 
pre-British regimes. With considerably more 
coercive power, the intervention of the cof- 
onial stale in rural economy a nd society was 
more radical. Uttara Kannada came under 
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1799. Since state power was then in tbe 
employ of a more far-reaching, suri^as- 
appropriating enterprise, i^>en access forests, 
in which local populations had tax-free 
usufruct rights, were taken over as reserved 
forests Since irrigation tanks were crucial 
for generating agrkultura! surplus, they were 
left to local control. Although landlesscx- 
tilottcd estuarine land more than previously, 
prC'Colomal organisations survived. Though 
the British conceded some space to van 
(forest) panchayais, the ggeneral pattern of 
peasant behaviour .seems to be one of 
relative quiesrence 

Attei 1947, a new. elile--lhe ‘polilician- 
bureaucracy-businevs combme^made rapid 
industrialisation a higher priority than col¬ 
lection of land revenue. As a result, local 
communities lost control of local resources. 
The van panchayats were derecognised in 
1976 Simultaneously, modernisation erod¬ 
ed. through a variety of mechanisms, the 
rigid social controls which had underpinned 
Uval resource management systems. Indi¬ 
genous irrigation tanks languished with the 
iniroduciion of alternatives such as pump- 
seis However. Ihe Karnataka forest depart¬ 
ment has recently introduced pro-peasant 
policies such as eliciting popular participa¬ 
tion and has supported autonomous systems 
ol resource management, leading the 
authors to conclude that there has been a 
shift in the balance of power in favour of 
the peasantry. 

In contrast to the narrative of continuous 
decline. Anil Oupta'.s ''Household Survival 
through Commons; Performance in an 
Uncertain World’ suggests theoretical 
reasons for the survival of (he commons. 
Firstly, the commons situations should be 
studied from the perspective of survival 
strategics of households. Some of these 
strategies may be de|)endent on community 
and common property; others are not. 
Hence concentrating on only one property 
regime will mean losing sight of how 
strategies of survival, rooted in different 
‘portfolio choices of a household’, might in 
turn affect the commons. 

.Since households are involved in multiple 
resource markets and multiple institutions, 
Gupta argues for a multiple level of analysts 
where eco-sociologicat relations have to be 
identified at each level with corresponding 
forms of ‘rationality’, which he introduces 
with a theory of ‘playful portfolios’. One 
portfolio represents the familiar 'survival 
ethic’, consisting of choices meant to 
minimise the risk of failure. He confronts 
the orthodox argument that environmental 
risk and uncertainty wilt impel all usen to 
over-exploit the commons, <A»erving instead 
that people's behaviour will depend upon the 
place (he commons has in each household’s 
survival portfolio, their attitudes and expec¬ 
tations. Co-operative behaviour is a func¬ 
tion of the distribution of risk and diver¬ 
sified resource use by households. Here, 
cuiiuraliy-embcdded notions of redundancy 
and randomisation come into play. The 
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‘free-rider* problem of orthodox theory is 
offset by patterns of ongoing reciprocity and 
shared values. 

li.-teractions concerning the commons, as 
in otner arenas of rural life, Gupta argues, 
arc more like assurance gart'cs: the critical 
question is generating belief that restraint 
in using the commons will be reciprocated. 
This assurance is reinforced in local com¬ 
munities through rituals and myth as well 
as popular conceptions of what is ‘moral’ 
and ‘just’ Moreover, puni.sliments and 
rewards are easier to mete out in small face- 
to-face communities, as long recognised in 
the conventional theory of collective action 

Indeed, much of the CPR discourse is 
rooted in the historical experience and 
behavioural logic of western societies, in his 
paper entitled ‘The Legal Ixonomies of 
Natural Resource Management and Sus¬ 
tainable Development', Chhairapati Singh 
argues that this discourse ill serves India. 
Contrary to the ‘western’ notion that equates 
private property with piivacy (and is thus 
incompatible with common access), Singh 
cites examples from India of individually 
owned wells, tanks, temples, etc, which arc 
made for (he common good to earn indi¬ 
vidual merit (‘punya’). Uncomfortable with 
the theoretical baggage carried by the term 
'common property’, Singh advocates seek¬ 
ing solutions within the ‘Indian ethos'. 

Singh argues that the two disciplines 
which have most contributed to the develop¬ 
ment 01 the C'PR di.scourse, namely, econo¬ 
mics and political science, are rooted in the 
western experience. While they are pre¬ 
occupied with individual interests and the 
realm of the optimal, Singh suggests more 
emphasis on identification of existing ot>era 
iional possibilities, which would take us in 
to the realm of the legal sciences dealing with 
the socially actual. Examining the legal 
status of resources is crucial to a .solution 
that leads to sustainable developnicni. The 
rules of acquisition, utilisation and n.’gcncr.i 
(ion, constitute the actual arena of 
possibilities, indeed, these rules have cliang 
ed, but invariably to give coniroi over 
resources to a centralised slate. Acsurding 
to Singh, that trend needs to he reversed 
Policies that have created a fractured con¬ 
sumption pattern should likewise be ici'crs 
ed, flattening inequalities in consumption 
across the population. 

Whereas much commons discourse 
operates at the level of very small com 
munities or centralised state solutions and 
causes, there is a crucial intermediate Icsri 
Minoti Chakravoriy Kaul’s paper, ‘Self- 
Organising Communities' The Institutional 
Roots of Colonial Rural Punjab’ mvcsiigaics 
how people organised the management of 
regional commons: how inierdependeni 
groups of pastoralisis, nomads and agricul 
tuialists used vast stretches ol the Punjab 
without degrading it. 

Interdependence based on reciprocity and 
complementarity in demand characterised 
the contacts of the inhabitants of each 
geographical /.one of the Punjab eco-sysicm. 



Kaut notes that the physical boundary of the 
village cannot be seen as the sole determi¬ 
nant of the village community; similar 
preferences, values and cultural norms which 
enabled consensus on matters of regulating 
a particular way of life are as important on 
a broader scale. .Since such a consensus ex¬ 
isted in the area, there was a shated percep¬ 
tion of an ecological nichc" village commu¬ 
nities fiinciioncd as organising units with in¬ 
stitutions foi sancitoning and monitoring. 
( ommoii proper's resources were the social 
peg of these (ommiimiies 

External forces in the !9th century 
weakened communal control over common 
piupenv Human and cattle populations in 
creased, and ihe incfea.se in ihc value of land 
as property led first to free-riding and then 
to privalisalion t'.xpanded market forces 
thus eroded the customary nctyvorks of 
dependence, simultaneously, penetration of 
a new state apparatus replaced communal 
authority, leading to differentiation of 
rights of exclusion both betsueen and within 
communities 

The impact of state and market interven¬ 
tions on community-level co-opcraiion was 
likewise central to the paper presented by 
Ravi Chopra: ‘Ciuhh—A Traditional liriga 
lion Sy.stcm in Ciarhwal’ (co-authored with 
Rajesh Kumai and Debash ish Sen). The 
pajscr presents preliminary results ol studies 
of two villages in Tekri-(iarhwa! district, and 
two III Charnoli 

In the villages in the Chandrabhaga water¬ 
shed in Tthri-Garhwai, there is a fair amount 
of caste honiogcneily; caste hierarchies arc 
in any event Iwisely maintained. f:iach family 
iias small and scattered plots, and in villages 
with more ihari one channel, lamilies draw 
thciT irrigaiion liom each guhl There is a 
gender division ol labour .similar across each 
caste There is also a not li>o-dislani memory 
of these guhls consiructed by collective 
village lah jur fox the common good. Com 
mon labour e, also used at every stage of 
agriculuiral pfcxluction on an everyday basis 
Risk !\ also sha red by changing the sequence 
of receiving waier from me guhl Collective 
vigilance diSv.ourages misuse by individuals, 
and common efiort repairs the guhl. Each 
family produces grain for subsistence, just 
as each produces onions for commercial ex¬ 
change. There was a high degree of ‘com¬ 
munity spirit' 

State interventions began in ID55, with an 
offei to local inhabiiants lo get free lime to 
line the networks Ihe slate subsequently 
took them over in IW?, since then, the guhls 
have acquired a concrete li ning and steel 
sluices Chopra et al argue that this was 
done lo augmeni the production of onions. 
One result of this market led state interven¬ 
tion was rhe weakening of community-level 

I.IMIIUtlOliS 

I be villages in the Shorghad watershed in 
Charnoli are recent seiilcrnents One village 
has absolute caste homogeneity; in the other, 
sharp caste distinctions between thakurs and 
harijans exist, but they do not come in the 
way of collcv live management of the guhls 


Production here is xtrktly for subsistence, 
since markets are not proximate. The water 
goes first to those who have tilled their fields 
first. As in Chandrabhaga there is both col¬ 
lective and individual responsibility for 
maintaining the guhls. 

From these comparative cases, the authors 
draw two conci usions: stale intervention was 
market-led and was deletcnous to local 
resource-management institutions. The 
authors locate the different degrees of suc¬ 
cess m retaining control over the guhls in the 
two area.s in variable strength of local tradi¬ 
tions of CPR management. 

Amid (he gloom of decaying institutions 
and tragedies came Amulya Reddy's paper, 
'The Blessing of the Commons, or How 
Pura Village Dealt with the IVagedy of the 
Commons' Describing the establishment of 
a biogas plant system in Pura village, a pro¬ 
ject in which Reddy is himself intimately 
involved, he argued that the tragedy can be 
avoided il the co.sts to individual agents of 
not preserving the commons far outweigh 
the benefits of maintaining it. In this village, 
there is a confluence of individual self- 
interest and collective interest in such a way 
that the latter is furthered automatically in 
pursuing the former. One prerequisite was 
that Ihc supply, in this case of electricity, 
from the ItKal resource must be more effi¬ 
cient and reliable than those provided by 
private or state agencies. On the issue of 
social obstacles to co-operation, Reddy 
reported that villagers employed a useful 
metaphor, just as we leave our chappals 
outside when we enter the temple, wc leave 
our differences behind when we enter the 
development committee. He proposed a 
totally decentralised solution to commons 
dilemmas, with local responsibility and 
authority. The theoretical thrust of the paper 
IS lu reinforce the earlier line of logic which 
sees common-property management as a 
source of political cohesion which extends 
beyond the resource in question. 

Riua Biaid’s agenda in her ‘Grazing ljunds: 
Negotiating C ustom and L^aw* is to investi¬ 
gate the ‘commonness’ of grazing resources 
and the lules that govern inclusion and 
exclusion in Lachchmangarh tchsil of 
Rajasthan. The paper identifies (wo distinct 
classfficatory modes: property as lived ex¬ 
perience; and property as legally con.stitu(ed; 
each IS investigated in the context of chang¬ 
ing lechno-enviroiimentai limits to stock- 
rearing and legal as welt as socio-political 
changes influencing settled and trans- 
humance lives. Brara finds that Ihe ideology 
of rights in common was a response to (he 
imperative of ecologically sound animal and 
crop husbandry. 

Economic iimiiations of pa.>turage and 
water scarcities gave rise lo transhumanec, 
which was based on a web of social relations 
and local conventions with affines having 
reciprocal grazing rights in each other’s 
villages However, with more area coming 
under the plough, tianshuming on the 
village commons became costlier, and 
villages not connected by kinship ties started 
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demanding grazing fees. Rich johada lands 
(a fun-off pond and its catchment area), 
perceived as sacred tracts of k hcjri trees, were 
used for grazing, but not cultivated. Owing 
to scarcities in the 1920s, when the local 
jagirdars and ijaredars started claiming more 
of the commons and levied taxes on graving 
lands, peasants protested successfully. Under 
such hostile circumstances, only the adap¬ 
tability of conventions made tranOiumancc 
s lable 

.Since 1947, village-level committees of 
mukhias have regulated u.sc of the commons 
and sanctioned misuse. mukhia is one 
‘whose word is heeded’, typically the he.nd 
of a family with influence in village aflairs, 
CTitcria having to do with shared perceptions 
of local power.) The raiional-buic.nucratic 
apparatus of the po.st-1947 state cn.ablish- 
ed parallel gram panchayats as a channel for 
development schemes and elC' .ir,.; prtv 
mises, but these bodies encomp;:' erJ >t-p'cral 
villages. On qucsiir'ns rcgerd'.t.g the com¬ 
mons, real authonfy Jay with the 'p,udc le 
pcechche' (behind the 
the informal village level v<Hn!i>i,,ee oi 
mukhias 

These panchay'at.s auctior>ed prodme from 
the commons and u.sed the procerds fi r the 
hetrerment of that ’-ilhige .alone. Inlo. nial 
authority has also not i.on,si»cntiy or.'/e-c'e'.l 
the interests of women ar.d lowi i ..as .es, as 
the 'parde-ke-peechche' panchavus at:- jat- 
doininated Brara scncitidcs that a 'one 
village, one panchayal' imxlei should be con 
.sidered bs policy-m,ikets; there would then 
be gams in cnicacy of irxta! in'iitutioMs, lujt 
not neccssardv in social jtisrirc 

I Of AI Rl SISIAvir l. SNlj fONlFMAllON 

The second session, f'K.'L'ed on ‘local 
Resistance and fontestati.in' in the conicM 
of state and market encroachment on local 
resources, started with PrartKidc I'arajuli s 
paper, ‘CtiJiurai i\)littcs of Ecology Rcso 
lance for Spiacc and Spaces ol Kcsistuiice in 
Jharkhand. India'. His agenda is rwo fold; 
one. 10 see how ecological crises, etii.Jiciiv 
and me developsicntahst .rate are linked 
with power and knowledge; ai.d two, the 
idcntincation of the ways to which the 
Jharkhand movement reflects .i confliei bet¬ 
ween different ‘spatial worldviews’. These 
worldviews are analysed as hegemonic con¬ 
structions within discursive formations 

Parajuli sees ecology as one constituent 
of the Jharkhandi’s notion of space, along 
with the collective memory of recent strug 
gles in the context of a common history of 
exploitation by dikus (outsiders) He agrees 
with Marxist explanations of exploitation ot 
the region, but dissents from the conclusion 
that it has destroyed tics of ethnicity and 
community. To the contrary, the Jharkhand 
movement is sharpening and politicising 
such identities by the revival of both the 
Sama Dharma and of traditional systems of 
managing natural resources He argues that 
in this context, class is an ovrrdetcrmiricd 
category, and thus an inadequate analytical 


tool. Enumerating the other dimensions of 
conflict, Parajuli sees the significant 
participation by women in grassroots move¬ 
ments as indicative of ’wom.en's counter 
space' in Indian stK'ieiy, ecology, agriculture 
and political culture. Parajuli also sees the 
struggle between local knowledge arut the 
state-perpetrated svstem ol mssdern science 
•IS a dynamitalh conniciud 'ela'io,, i-ci- 
ween the Jharkh,i:,d's jirs' the siale. ssherc 
the ecological interest, and r>erceptions of 
each are at odds svith the other’s 1 he 
distance bciwccii iV .lharknandis' inode' ol 
struggle and di,s'’o irse of siati.si pohiiss is 
such that spaces of resistance oiwn up winch 
sustain the movement desinie peri.sdu 
setbacks 

Das'id ’rlcrdmi.-ii *. papc! ‘ I he I r.-est 
Bconoirs o’ the -n |I |1 ii.irls ’Vth 

Century’ cxa.Tiiiics th-; n ipact 'sf thti" h rule 
on these forest t-ac'.. .•! western iruV.t, the 
growing penct.'iO' 'ii ul the coio'iiai f; o-s; 
department, il.': estabiishrneia i>t admii isi- 
'•alive siructur'”. h;hI popular resistance to 
these forces 'Vtditionally, he wants to sti.d) 
how tribal peoples relate lo ecology, to cj' h 
other and to ma'rket forces. 

Hardiman mounts a powerful cniiquc oJ 
the elevation of an ‘Indian ethos' to 'he 
status of an explanatory tool in cunco, 
aecounis of ecology, its management .-ttid 
struggles around it, lypiried ihc wi'f’ns ■ f 
Vandana Shoa il'WO] and SeJtbrook and 
I'crcira ;t‘'V-')] l.i.. picture lisuaity painted 
of a stable stat- o; .'■{'ns,.i i,.sr:r'>s and si>..!a! 
oiganisatK'’ , : '■'•et i;ii!v withifu. ■.ti n 
'outs'.dsis', .s ,ih"t'lris'.')’ Ivccing d.,- r*- 
digenou.s ■-.r-tcs o; ...iCTnt l.iui.m ws i.yrn 
of conren ..f". a. ..'■t.ii'.v-! i-, ss-, .t.-in i.fen 
ol df.K.". 'i.ir.. .> m'v'ite.’,.e'.;..!h.sitig 

'jiicn’.'d'CTi, s. rii'.a v.jni'o: c.pi uu s'gnmcaiK 
defore .latiori ni oo'-i 'iiii;:-, risj' the 

emergence of th*’ ii ndetri ent ir 'niticnuinsi 
moverr'crit tn th' we ! I'. !S also Ec.ac.hio- 
r,)'..'; le call the a: ■i.^nat forest dweiiers 
‘conservat.o.nsis'. as certain jutf;o:s hast 
done, since that concept was il>e product of 
a spccilk hisioiicai c.jui.mcture, nintiefv the 
ecological havcK \sic,tked by the industiial 
revolution. Consei'aiion irnplic'. st.irciiv, 
giving rise to the .seed to 'or.serve; that no 
lion was absent in the l'>onf;t. Renresenting 
human hcha' ioijr as x mechanical adinst- 
ment to the environment is symptomatic ol 
‘ecological function.ahsm’ svhich addresses 
neither the logic of sniliurcs noi relationships 
of power The 'Sider .siscio-political context 
in which loiest-dwellers are operating is also 
left unexplained in the romanlicised eri 
vironmer.tal nariaiive. 

A', an alternative, Hardiman attempts a 
history of IcK'al practice to find out how and 
whv fo esi-dweilers related to the forests in 
the they did He finds complex power 
relationships in the Dangs in the early I9lh 
century Thw was a hierarchy among Bhils, 
and between Bhils and theCiavu peasantry; 
there was gender-based exploitation; and 
fc»re.si-dwellers as a whole were exploited h) 
sahukais (moneylenders). Hence, concludes 
Hardiman, it would be wrong to charaeitrisc 


Economic and Political Weekly July 3-10, 1993 


Oangi society as either egalitarian W ' 
naturally aflluent, «$ pan of the literature 
has done. He states also that no ‘conserva¬ 
tionist ethic’ prevailed in the Dang.s; the Bhils 
in particular were rapaciou.s users of the 
forests Indeed, the lorrsts were seen as eter¬ 
nal, will no ..onscioiiMiess that human be¬ 
ings ifmi'J dcsiioy itieir! Ncveitheless, the 
I'ljngis v.et'- selc\tisf ni ihen use of nature, 
c,i,.jcd bs .1 .niiscioiis .iflunis with natural 
pHA:c'.sts 

Tltt (lin RAi|s-I Mmihimist 
f’KOIb 1 MA!H 

7hs .es'irn on The C'ulinrahsi-Materia¬ 
list Problemati. m I xplanati.m' opened with 
U>r I Ag'nwiil s paivei, I'hetjender and En- 
■'.on "!"ni, • Jiebaie lessons from India*. 

.-;,,ri--,es the eco-feminism of the 
«cs ,0 tfe giour.Js itiai it draws a bio- 
.■'•.•clog!..'ll be * bt 'ccc'i gender and en- 
■ s i.oc bfiesiffers an alternative 

-.r'or-, I'rnrrewoik, fabeflcd ‘feminist 
.'ivtici '5"-nL;iiisrn' which prxirides a material 
t'.i.i, lor ■ I.-, link aoK'iig particular females 
o ;i.icliciiui' situations 

D'-fTtidanoii in ihe quality and quantity 
('• n.'irara' rrso'.irces lO'l their privatisation, 
•\7,-trw3l firyues, are the ‘wo primary factors 
indeiiviiTtf the rfas.-.-gender effects of en- 
.ironmenta! change Fraston of community 
resource inauagemcni systems, population 
grriwtii and technological changes are other 
miermcdioty factors which interact with 
each other Vifomen, on whom the household 
r-sponsibiii''' for securing subsistence lies, 
lisve limned firivaie property rights and 
ri' ncc, along with other subordinate groups, 
.icyiend dispropoition.xiclv upon the village 
, ornmons. Environmental degradation 
means th.xt women have to spend more lime 
•triiring fuel, fodder, v/aicc and subsistence 
Degradation reduce*, the ability of the village 
common.s to provide crucial supplemental 
.■ncvme to women, and in areas where 
wnmen arc primary cultivators, it affects 
crop cjltivation time, cau.sing reduced net 
production. Women's health and nutrition 
arc also endangered, as are crucial social 
support networks when people are relocated, 
as from darn sites for example. Simul- 
laneouslv, the material basis of women’s in¬ 
digenous knowledge is eroded. In response, 
women have taken the responsibility of 
guarding and replanting foicsts in various 
contexts Since women are most affected by 
envircnimemal degradation, they are most 
active in grassroots movements, sometimes 
in ci>-operalion with menfrsik, but also in 
defiance ol them 

Ihiul Giecnough’.s paper, 'Naturae Ferae". 
Managing Wildness in Colonial and Posi- 
C'olonial South Asia’ detects a ‘vegetal bias’ 
in the standard environmental narrative 
tSF.N) on south Asia, in which the natural 
world of the pte colonial past is consistently 
represented wiihoui animais, and thus with- 
oui semie of the more dangerous elements 
which exercised villagers and influenced their 
constiuction ul the forest. If the aim of the 
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sMfldard cnvironmeniai narialive i.s lo 
mover all cuhuiatly marked elcmenis in this 
natural world, Greenough suggests that 
forests should be seen not only as a source 
of fuel and foddei, but also as a habitat 
sheltering fauna 

Greenough sketches the kinds of mierac 
tions between humans and wild beasts that 
existed in south Asia, and how these rela¬ 
tions were mediated Although romanticised 
accounts of hunting abound, a far more fre 
quent eniiy into loial records concerns ibr 
destruction ol crops, houses and human life 
by wild animals Indeed, presence or absence 
of wild beasts is a good indicator of the stale 
of the village economy; whoir villages and 
towns were abandoned when animals could 
not be controlled Although people in 
general and women being, the principal 
victims-in paiiicular were relieved when 
‘man-eateis’ were killed, there was a lack of 
co-operation from kx-al villagers who said 
they feared divine reiribution lor their in¬ 
volvement (ircenough notes that the rela¬ 
tions between certain animals and humans 
ate no less permeated hy spiritual exchange 
and mural casualion than that between 
humans and lloia 

Some of the villagers' icsponscs lo wild 
beasts weie individual, others were eollec 
live, and still others depended upon the iii- 
leicession ol the landlord or the colonial 
stale. Ihcsc responses included vigil, beaiing 
drums, abandoning seiilcmcnts, m4iking 
wooden barriers and offering puja to piacate 
maiauUers. Indigenous hunters or hagh- 
marus enjoyed royal lavour with the 
Mughals, tribal oi low-caste hunters were 
also crucial to the success of peasant agri¬ 
culture. The British introduced a system of 
bounties, paying cash for the remains of 
designated animals fhese rates reflected the 
anxiety ol both local inhabitants and ol 
ficials. The much-maligned Forest Aci of 
1878 introduced the practice of closed hunt¬ 
ing seasons, bag limits and peimits. The col¬ 
onial state also established wildlife preserves 
in Ka/iranga in 1926, and the Hailey (now 
Corbett) National Park in 1936. but such 
public efforts at corisetvalion did not 
preclude the private pleasures ol punting en¬ 
joyed by princes, ansUKraisand VIIV li was 
in the post-1947 period, however, ihai the 
ratio between domestic and wild animals was 
reversed; India's wild fauna were decimated 
Preservation o( habitats o! dechning popula¬ 
tions of wild animals may well coiiflici wiih 
the interests of human beings shaiing the 
same natural space 

An examination ol ‘an cnsiionmerii that 
participates m human aflairs' is the core ol 
Ann (irod/in Ciold's papei, '(. 'ultuiai Con- 
siruetions ol the Naiuial l-.nsnonmcni m 
and beyond Kajasihan' (.lold analyses folk 
loie, collective rituals and myihsilogy ol 
Rajasthani villages, and emphasises the con 
liiiuilies belvvei’ii Inmiun beings and then 
non-hiim.iri sniiouiidiiigs lo hei. nicaniiig> 
ai(.u-lu-d in the cnsiioninciii are linked wr.li 
aspect' ol siKial organisation and economic 
production, iM'iiOinit and ssinbohe domains 


of knowledge are mutually comtrucied. The 
story of the Ja ngli Rani resvals an identity 
between humans and the wilderness. 

After having discussed the political, moral 
and psychological implications of consump¬ 
tion from both private and common lands, 
(iold explores the images of the environment 
in Rajasthani folklore and finds “an im¬ 
mediate cause-effect connection between a 
person's condition and the natural environ¬ 
ment" Nature, as an actor in folklore, does 
more than merely renect the human condi¬ 
tion; It often intervenes to change it. Divine 
sanctions exist against human interference 
with given environments. Indeed the power 
and authority of gods is predicated on their 
successful protection of natural surroun¬ 
dings, such as tanks and groves. The respon- 
sihiliiv of maintaining a balance between 
human seiilcmcnts and the wilderness is pari 
of the moral economy that legitinfises the 
rule ol kings, as Gold points out from one 
i>r king Bharthan's talcs. Significant al-so is 
the disapproval ol excess consumption that 
IS a leiimoiij running through these tales. 

Gold next turns to collective rituals aimed 
.11 controlling the environment. The ritual 
ot sow worship, performed in the months 
ol harvesting cerlain khanf crops, has as 
much to do with ihc ‘human manipulation 
ol geophysical conditions' ar. if does with 
sclebrating ‘ihc non-violent regenerative 
powers ol womci;' Gold discerns here an 
fco-leminisi parable having to do with the 
solicctive managemeni of community pros¬ 
perity. Similarly, ‘village outside cooking' 
celebrates the health of cattle, which Gold 
sees as a form of common property, and 
sliengthens village solidarity. These collec¬ 
tive rituals respond lo a need to overcome 
fissionary tendencies for the sake of moral 
well-being on which depend geophysical and 
physical well being. 

On the basis of her analysis. Gold rejects 
Wade’s (19881 dichotomies between moral 
and calculative rca.soning. and between ef¬ 
ficacy and ceremony, arguing instead that 
ritual ciiaciinf nis of communily spill over 
mio ihe management ol common property 
as well. She agrees with Vandana Shiva that 
ihe ctiliurailv constructed notions ol con¬ 
sumption m rural Rajasthan are sensitive to 
the ‘systemic inieiplay between nature and 
people', m conii.rsi to 'western' construc¬ 
tions 

Ct'SI.Ml Nin, M IHOKIIV ANIJ till SlAII- 

Haiiv Blau’s piesenlatioii on ‘Democracy, 
Imiity and ( onmiuii l*ropcMy Resource 
.Management m the Indian Subcontinent’ 
has two cciiiral ihcurctical concerns, first, 
can dcinocracs support ensiruMiiicntal intc- 
gfily, especially thiough common piopcily 
resiiuice management'’ Secondly, what wdl 
be Ihe imp,iei ol democracy on dislribu- 
nonal equity’ Me argues that local 
dciiutciaes msiiiutod by the modern state 
would tioi ceerii especially hospnable to 
t'l'KM Ol to equity lo Ihe poor’ 


Blair analyses forests as an examine, since 
they represent a kind of mid-point on a CPR 
spectrum stretching from 'clean' to 'messy*. 
Democracy is compatible with two of 
Hardin’s suggestions lo avoid the ‘tragedy 
of the commons’ namely, ccniratisalion and 
privatisation. Its compatibility with the third 
option, local control, is more uncertain. Of 
these solutions, privatisation has been 
implicated in generating power dynamics 
adverse to the worst-off. However, the effec¬ 
tiveness of a Ijcviathan in averting the 
tragedy cannot be guaranteed. Although 
decentralisation is often suggested as a 
counter to cent talised power, Blair points out 
studies that conclude that such plans become 
little more than formulae from above 'n Ihc 
hands of local elites. He is more hopeful for 
areas like West Bengal where long durations 
ol communist rule have given the poor ac¬ 
cess to local government, thereby making its 
authority more legitimate. Local government 
along syndicalist lines likewise offers some 
promise 

Blair’s solution to this dilemma of more 
stale or less is lo introduce (he concept of 
‘user-groups', members ol which are linked 
by a direct common material interest rather 
than geographical jurisdiction. Ideally these 
groups should be small—or very large—and 
culturally homogeneous. When these con¬ 
ditions arc met, CPR scarcity seems to 
motivate the right incentives for co-opera¬ 
tion But concern with economic growth 
often overwhelms preservation; Blair thus 
entertains the contioversial alternative of a 
donor Leviathan which attaches ecological 
conditionalities lo aid packages as a solu¬ 
tion to the global tragedy of ihc commons. 

On the question of deep ecology, Blair 
argues that while a democratic polity gives 
access to groups with such interests. Ihe 
‘ideational shift' (elaborated in Herring's 
paper) required to make them successful in 
electoral politics is a long time coming. 

In ‘Property, Authority Systems and the 
Artful Stale’, Daniel Bromley argues that 
each resource management system is an 
authority system, the stability of which rests 
the security of a property regime, which in 
(urn depends upon perceptions of what is 
scarce and valuable and which, as instru¬ 
ments of social policy, have specific ends as 
priorities. He starts with the essential fact 
that collectivities can design the institutions 
of their society and economy in a number 
of ways. These institutions he defines as ‘a 
set of rights and obligations in force’ which 
shape the choice of individual et.onomic 
agents, and thereby reduce transaction costs. 
They can be classified as conventions, rules 
and entitlements. The state, as a guarantor 
of rights, must take an interest in what tran¬ 
sactions it will and will not sanction. 

Paradoxically, however, the 'artful state* 
IS the most significant obstacle to the ex¬ 
istence of meaningful enforceable authority 
systems. The role of the state is to create in¬ 
ternal and external legitimacy for given pro¬ 
perty regimes and to appiv coercion to en¬ 
force rights and duties. A failure to confer 
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of third world coontriet, leads to the 
breakdown of local manasemem systems 
through inner tensions or through increas¬ 
ingly tenuous links with the larger polity and 
economy. Aggressive enforcement of norms 
and conventions is thus needed for a suc¬ 
cessful CPR regime. The two major factors 
that weaken CPR regimes, according to 
Bromley, have been the lack of alternative 
opportunities, and privatisation in the 
immediate area. The failure of recently 
decolonised nation-states to maintain indi¬ 
genous property rights structures, to create 
economic growth and development, and to 
create rules that guide individual actions 
towards social betterment are the real dimen¬ 
sions of the tragedy of the commons. He 
describes how various colonial states dest¬ 
royed the village as an autonomous decision¬ 
making body, and how subsequent national 
governments have taken over vast tracts of 
natural resources without the capacity to 
manage them. 

The binary opposition of state and society 
was challenged by Mark Poffenberger's 
paper on ‘Fibre Grass from Fbrest l.and$: 
A Case from North India’,co-written with 
Madhu Sarin. The paper was based on ex¬ 
periences in villages of Ambala district in 
the Haryana Shivaliks, and concerns state 
intervention in a pre-existing triangular rela¬ 
tionship between the fibre grass, the paper 
industry and local communities. His presen¬ 
tation ranged much wider, describing new 
forms of local society—state joint manage¬ 
ment throughout India. 

In village Surajpur, a heterogeneous com¬ 
munity which had alternative employment 
opportunities at a cement factory nearby, 40 
of the worst-off members of the'eommunity, 
who depended most on the fodder grass, 
successfully petitioned the Haryana forest 
department (HFD) for the formation of a 
Hill Resource Management Society (HRMS). 
In Kahinwalla, which has caste homogenei¬ 
ty and where rope-making is the major in¬ 
come generating activity, villagers waited for 
the HFD’s initiative: Seventeen HRMSs were 
created in the vicinity. The reactions of the 
paper industry, which had previously en¬ 
joyed privilege access to fodder grass, wa.s 
one of alarm, and contractors tried to 
sabotage some of the HRMSs. 

The position of state officials in this pro¬ 
cess was ambivalent. They ruled against (he 
fodder grass leases given to the mills on 
grounds of public interest and in favour of 
the poor's access to subsistence: At the same 
time they were caught in a contradiction; on 
the one hand, they had to help villageis 
manage their resources, bui at the same time, 
they had to either ensure lease recovery. 
Moreover, while (hey showed concern for the 
poor’s subsistence, the terms set for the 
villagers for access to fodder grass were 
much tougher than the terms offered to 
mill-owners. 

Poffenberger's oral presentation discussed 
joint management schemes in soulh-easi 
Gujarat, south-west Bengal, Orissa, Haryana, 


wwni manaiasnini ana soutn isniar, cove^ 
ing thousands of villmes. Schemes for 
regeneration of degraded land were of 
special inicresi. Labour from those in the 
village who had the lowest opportunity costs 
were producing real results in regenerating 
eco-sysicms which were of immediate 
economic benefit. The problematic concern¬ 
ed whether or not collective will would prove 
fragile when replanted trees reached a sire 
of marketable value, al which point tensions 
over individual ownership could arise. These 
schemes required a fundamental change in 
the self-perceptions of forestry officials con¬ 
cerning (heir authority, local capacity for 
commons management and the b^ance bet 
ween regulation and facilitation of local in¬ 
itiatives. Preliminary success seemed to be 
independent of any of the usual variables 
one might suspect—caste composijion, cul¬ 
turally embedded reverence for forests, ex¬ 
tensive local politicisation and mobilisation, 
etc—but in all cases, there were real material 
benefits to local participants. The indepen¬ 
dent contribut ions of culture and organisa¬ 
tion remain unclear. 

In 'Politics of Nature; Interests, Commons 
Dilemmas and the State’, Ronald Herring in¬ 
terrogates the notion of 'interest' mediated 
by culture and structure, as the primary force 
dominating human behaviour as assumed in 
various literatures. Herring sees the ‘tragedy 
of the commons' as an ideological construct 
employed by the state to justify its interven 
tion in and appropnation of nature. Thigedy' 
is only part of the story of the commons, 
and one which is neither the exclusive nor 
even the primary outcome of commons situ¬ 
ations, which may well facilitate the 
emergence of defensive as well as progressive 
responses, as in Wade’s [1988] villages. Yet, 
tragedy is a more likely outcome in a second- 
order, often latent, conflict in which collec¬ 
tive action fails to preserve nature indepen¬ 
dent of its human-attributed use values. 
Nature valued for human use underlies the 
‘social ecology' perspective; nature ‘for it-self 
reflects the ‘deep ecology' positions in the 
current environmental debate. 

Herring next looks at the viability of the 
three solutions to the tragedy, in .some cases, 
lo^ institutions have successfully protected 
their environment, but they have no mecha¬ 
nisms for determining the ‘tipping points' 
of their larger ecosystem, nor do they have 
the means to influence extraloca) causes of 
degradation. If the Silent Valley episode is 
offered in support of state-centric solutions, 
there is no guarantee for the state's ecological 
sensitivity, since ‘Ijeviathan must be fed'. The 
Silent Valley case itself reflects tension^ 
within various levels of the state; mobilised 
local democracy in Kerala supported the 
dam in the legislative assembly, not the 
preservation of a unique forest ecosystem. 
The properly rights solution, too, is dubious, 
since market rationality will onlv coinciden¬ 
tally coincide with ecological rationality. 
Moreover, privatisation excludes whole 
classes of society, and thus has unacceptable 
human costs. For all the warts of a contem- 


pofwy ceninniyca Hacc, nwnu 'prawinr ««i' 
lective authority’ will be required to moiii'i 
tain boundaries, prevent externalities and 
mediate disputes among overlapping com¬ 
mons situations. 

Since the tragedy of the commons impli¬ 
citly assumes use value for nature, it has no 
solutions to offer to deep ecologists, whose 
politics must be rooted in values of aesthe¬ 
tics, ethics and risk m support of unap¬ 
propriated nature. Since perceptions of 
nature are also in conflict. Herring argues 
for a political economy of nature sensitive 
to Its phenomenology. While there has clear¬ 
ly been some shift in perceptions of nature’s 
value -as m (he historical changes tn evalua¬ 
tions of the Sundarbans (from useless and 
dangerous swap lo valuable wetlands 
ecosystem)—there are constant growth 
pressures from the domestic and interna¬ 
tional political economy and political 
systems, txxral democracy and decentralisa¬ 
tion (end to support a social ecology agen¬ 
da rather than deep ecology. Herring's ideal 
solution in the south Asian context is a slate 
that resists despoliation for short-term gains, 
while at the same time ameliorating genera¬ 
lised destitution. For deep ecologists. Herr¬ 
ing’s solution is to appeal to a 'global com¬ 
mons’ in which common interests imply 
both common sacrifices and shared power. 
While this brings up the conflict between 
sovereignty and collective rat tonality, it may 
also give new ieveragr to the south in dealing 
with ihe north. 

DISCUSSION 

The Standard Environmental Narrative: 
East and West 

Paul Greenough’s claim about the 
emergence of romanticised 'standard en¬ 
vironmental narrative’ (SEN) was also direct¬ 
ly tackled in Hardiman’s paper on the Dangs 
and raised in Herring’s treatment of 'defen¬ 
sive reactions’. It generated considerable 
discussion. One issue concerns the reality 
and explanatory importance of an 'Indian 
ethos' regarding nature, as presented by 
Singh. In extreme form, the argument im¬ 
plicitly posits an ageless, thus ahistoricai, 
harmony between people and ‘nature’ in ihe 
pre-colonial period, extending to the present. 

The SffN 1 $ transnational and threatens 
reinvention of the us-ihem dichotomy of 
modernisation theory and orientalism via 
modern noble savages. It assumes that ‘eco¬ 
system people’ in effect have a consumption 
ceiling and will be perpetually happy with 
a life most intellectual ecologists would find 
unacceptable. Parts of the SEN assess blame 
and relate to ihe history of colonialism and 
Its nationalist rendering. Other elements 
make assumptions about materialism as a 
basic human motivation, the reality of 
organic interest-cohesive communities, and 
the extent of pre-ecological-sciencc under¬ 
standings of ecology. 

Positing an essentialised 'east* with its 
conservationist ethic in contrast to an essen- 
iialised 'west' with its ecological profligacy 
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comcf dangeroust) <)ns< to an im<‘r(e<l 
('rienl4li<>m fhdugh ilardiman idcntili>'^ 
Seabruok and hTriia and Vandana Shivi as 
among ihr tnaiti prait tionrrs of (hi> para 
diRH tha sfc, lii>t >rs vi in mopon i nil oi. 
theairoalof the vOlomalisis elrmints of 
the Ihemt vser< ipparo' n some oi ihi 
papers preseniid ui il« onfetence 

Anil (lupia *st< ai iirtvl she tinsion ul 
this so itssted dissi iirss of iiatuiai i^oumes 
bv Miiiulianeou'Is po itirifj an ea>trrn 
worldview (khaiusunad dri\.triKv lo 
Olliers and mor<il sam lion as sausss iiroiu 
other things) arui ihi oasipt ol gan 
theoielK woik whufi pnsilsgc ht iiielho 
dological individiiali III sharastiiistic of 
mainstream icononiK Ann <>oid s papri 
agreed with Vandani Slova on the umssi 
vationist ethis in lural Kaiasthan, and stnss 
ed, likcCiupta, tin moiai diinensioiv of <on 
sumption and soo|)eraiion (ollestivt 
'iluais may iiidred loiiiribinc us a sense ol 
sommufiiiv whnh ovsitomts ‘fissionarv 
tendeniies, but ths*s iiiav do if.t opposite as 
well The dittis ult question concerns cultural 
practice at odds wiih powerful inttiests, 
under what conditions wil' svmholtc enact 
meiii ol a commuiiit> iiitrres t (a) dominate 
or submerge private interests and (h) be 
ecologically tiieiidlv 

A fiuitful approach to part of tfie pioblem 
of hoM vulture drives behaviour was sue 
gested by Ann (lold cultural perception 
about sanctions (the gods lealls a e puii< 
tive) Th St sanctions have behavioural con 
sequences whethri or nc>t there is ^catd rm 
pineal evidence for iheir validits <ust <>s 
some people believe that the state caiinoi c t 
fectively punish letts tax eva< ion oi disrcgar 
ding tiaflit tules, whereas others do believt 
that the sanctions aie real I hese opjioscd 
beliefs are separate tiniii a norm that on< 
ought to pay taxes or obey tiaffii lules ev< n 
if there are no enforceable sanciK'ns Biiia 
Agarwal's papci cxplii illy irieited (he essen 
tialism of spec lal enviioiuiKiiui i onern on 
the pan ol either Indians oi Mumen oi even 
Indian women, such toiiseicutionisr norms 
as exist are located in spccifn gnnips which 
have survival iniciests iii i miie i p < 
women 111 hill irilain IhceiiK *< mal jli's 
in C htpIcO are ('f cuuist mdi 4 eivc ol ihuliii 
of aigumint 

An esst ntiali III iinilaM i i iniq. 
bv Agaiwal IS implicii in icitc i n ' 

ihe C PR diHOi ISC I liiiiKd'vis 
in the hisloiicjl c spell ii v >< it wes (l>u' 
if western origin IS damn iiv i iitscto 
'legal science is an .ilicniaii i 'k o lies { ii* 
hUmatii forthcsaiin ic i ii l i h riiigt i 
welt I e right m iHsioti ij < i ' ’ i c ji no 

nous Ot pc>p<ll> lit cl il ni ltd c>' 

(lu wcM I til It needs nil iiilti g tha o 
till same pi salt tcNoaice w ihcoii non 4 
cess lhai Sii gli mei tioio c 4 1 ,u 

cxilIcNtise Ol pub'ic i c.es A v . \ 
subordina c gic u| s wc is aiuo ao i'’< 
giantid ac css wtic h 11 iilia < d on tin 1 sui 
and hail 10 light lot thtir 'lint d pufic 
goods pvaiii priciU'o (' II sKul 
surplus) 


(olieciively a number ol papers em 
phasised (he importance of centring local 
knowledge systems (o understand the wavs 
in which such generalised, democratic and 
accessible knowledge systems have inlotmcd 
icsonrct use and survival strategies Bui ihi 
to u in inimuniiy and integrative prac 
lilts It III insKi with narratiscs ol power 
tcemfliil and of disequilibiia ulien cx 
pressed ip mode' deiived fioin dissoniiii 
IMP 1! ti liiiii most l<'i(liil!i expn »sed 
bv r'aiaiuli ( i eviniplc the rciu lince of 

I >rrcnough s > asanis (o co oixralt w ilh cc>l 
uriial authoiiMc' while located in 1 sssirni 
ot belie! might well be ceen as a politual 
act of resisiaiK. sitiiited mac inflict bet 
wttn itKal wi, ol perteiviiig the pioblem 
and the latioiial biiieaucraiic solutions ot 
the I ('lonial stale 

V, hat itm lined pioblrniatic, as it is gene 
rail I III ihc nle'ituie is relating< norms 
iegitiiiiJted bs iiilture to behaviouial con 
seepieiicrs loan Kobinsop rused a parallel 
III attacking the concept of surplus value 
vou can kill shei p wi'h incantations 'o loig 
as >ou siniult mcsiiisls use arsenc lor cy 
ample Hi i Viaiwais paper ,Asceiiiiltv 
argued I i 1 po Uical eci c t li <n c u s 

foi Hide via u*'I 'c I su s iiid 'he 

rrsullant I n ' ri i n oemal 

values I I 11« (|, ipitciiomeiiti Vet 

II s d t' I fi rsio ic ih' divis (I ol 

iilMiurwSi 1 di ( ri te 1 n ersts between 

males ei 1 11 1 v without scsiisr loiuext ot 
culPiial (la ic( (iov much oi culliirw 
1 lompi cd li Hiu'inc Ictiiimating 
luicieos 1 e mcaiita '1 n lalhti than 

aiisc i lames'coti g iC'general!' in 
Htupnr s I / 'fit l+tuk ' cleirly thic is a iico 
and sigiiilicaatlv understudied ispcc! ot 
unde islanding 11 lUnal <sstem s'Kial v ic 1 
ifileraclioiis It ii mams di'ficult in sorl on 
eouniet inicrc'ied e/frefs ol norm' and h 
IcKal moenMig ot nnims such as the saliu 
ol bindivtrii v wl< ch ait tak* n loi giantc I 
m a liansnali'inai t/i" cnviurniMi I 
iiaiialisc 

C uhure jmi Ratiuriulin hotm uirt 
Inlm'i' 

fill p obit nil cl ill Indian thos ■ 
it c 'uist pail t Ihi m ich widei and > Jf 
iispuit be w -t I c I'lii ih ' and cconuimdii 
t\|»Hn ic'n He'll, t) ral >0 a iicnii ' 
aci'lioiiiiv Kelt dinbehavii on 

•qn 1 is c r s wtialene I'uir uim 
I a II a f '< t <11 Jigtada' > th clou* 
hi worl'' hit mall i.il iiueiests itiic 

cc) inter 1 ' a) 1 i 10111 otpits^r 1 
so III SCI 1)1 I 11(1 1 ggia.i I I 

, It s in 111 ri IS , 111 -d f h III ' 

1 c'l ic > 11 dl I e 1 C I II ' I iscii I 

LI cii il V ' I d ei I c r 111 III b I 
lu'ui II '1 n hhls I cf 

oil II Ik ai 1 lit c 

ICMI I I' 1 til till' I 

icultii a I t.i I gc e alts it J 1) ( i 

It PUIS pi icli s I I 1 t Ice c I cl 4 Cl 

iiu iiilcie ' 

I hi conlcit eld i i Ha t I c n 
Mihuiiuiis iiorri I ad'appio 11 h i hi 01 


attempts at a lecOnahation,«uch as uufga's 
Nesertheicss, stiategic behaviour and a 
moral culiiiial ethic make uneasy bedfeliowc 
in (iiiptas analysis (as in everyday life) 
Different poitfohos presumably represent 
responses to different caste, class or gender 
posit luns An alternative to much of (he 
communitarian thrust of the SEN would be 
to ciialyst (he entire ensemble of morals, 
iixal kncnvledge. myth rituals, and populai 
coiueptions ot lustice, as segmented aspects 
cithei of hegemonic formations or of 
subalteriiits and therefore as areas of con 
■csUlion Tdiher Ilian as given and attuned 
lo a ominon gcKid 

\ similarly unresolved tension exists in 
kaul s pa(Ki on pre colonial Punjab, strad 
dliiig iiitiilectual traditions perceptions of 
etological ruches and communilanan con 
ctptions ot survival strategies on the one 
hand and a universal behavioural tendency 
to free iidc on (he other While c hopra at 
tributes the dilfeient rate' ot success in re 
taming coniiol over the guhl across the 
villages his team has studied to ‘local (radt 
lions ol C PR management', the absence of 
11 h a (ladilion in C handrabhagas homo 
HI IK 'US villages and its decisive presence in 
he a It ’’ludeii villages ot Slioighad (which 
ait 1 . 1 * m lie rtxcnily seltied) remain a 
ns let V Ilf ri traditions come from, how 
ifi'* in 111 111 lined and whew thes go when 
cii Of afe ill questions ot special 

I s 11 f 1 ' 1 < PR deha'e the papers col 
( *1 c c litcJ III' easy an^wc rs 

P r citioii of space rests on a 

<si I ' I'di not tiadition as well a 
1' 1 n I ■■' f f oppicssion and rests 
t c‘I I , V I'ld bv aspec'sof popular 
e ii It 11 luionomous of state ap 
' I t '* 1 r< ir.aiii' difftcuil to ex 

I > .11 path ot the move 

' 1 I I' a “ut of ecological con 

' t III notion ol a laiger 

1 'si' iip'trq au does not account 
I < n 101 ' A 11 nm 11 

/sal A ti . iiiqce ol cc( lemiiiism for 
la' iic 1 In, ideologual link between 

V 11 I ' < I me for rssentialising both 

V I III Indian as oplanatory cate 

t 1 ex pen* of differentiated 

(K f I ' I II cl foi Ilia nmg at a sym 
'111 .rb I'll ui ih maicrial level throws 
'* ' ilia'lcigf U) tile iichet and 

' . ill If If (t c ideology of 

<' I 11 iitii'ali in has a material 
s III s'xing whcthei this 
^ I . s 1 i lutoiiomy to (he 
. t I '1 ' .'■ri ! In term' ol Agar 
I. Il (. old', lieh dissection 
1 ''It picai of es'cntialising 
c ' 1.1 I 111 cisiliiatiunal lines 
' ' 1 a 1 wi’h Cjup.a Gold’s 

ip Iff It i 1 ccl illy (hat nature and its 
1 I'l I « u 1 c the basis (f>r Ihe co 
11 11 (c a'lono the community This 

m s fci iloic d bs Brara’s detailed study 
I 1 ' c micro tK'litical and social dynamics 
‘ the villages sh., studied However, the pro 
c I |K I ua I in and coercioi' that local 
I it must have i sed to compensate for the 
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under-reprcseniatton of subordinate groups 
in deciMOn-making bodies is not without 
costs, nor is it clear how durable such solu¬ 
tions to the dilemma ul authorit) may be 

The I -sue of norms also undeilay the con¬ 
cern in Bromley's paper wiih poliiical 
legitimacy, propeiiy systems ^.annot fuiiciioii 
without auihurilulive norms, an issue of 
particular importance to c.immon profierts 
systems. Rita Btaia argued that iiadittoiial 
authority sliuclures at the village lesei fared 
better than did siuie-mundaicd ones Nevci- 
llicless. iiitoriTial autho.ily proved to be cs- 
cli'sionary and not particularly tvricficial to 
the weakest go’jps in (be v.tlage 

Since iiiiii.il .if li'c literaluTe on c-ornmon 
pioiHTiy and i<'ltccii.vaction, i.vin HaiJin 
to lilsOn io analytical Marsists Midi as 
Mstcr, IS ba ,c-d on tl.c assutiip'.ian of scll- 
inicrested indisiduai'i. •ve l ow loui, at the 
role as.signed to liidisiJual inteiests anJ 'ra- 
tionahiy’ in the papeis, especially they 
relate to the question of co-operative bcha- 
vioui Whereas rnuih o! the literaiure on 
these suhjccis is iotinab deductive and 
ahistoiical. Heiring's pa[)er argues lhai Ihe 
powerful concepi of ‘imeresi’, often taken 
unpiohlematicaliy, iieeessilatcs analysis ol 
struciurc and culture—and llus hisic-iy - 
c'sen in terni.> of simple ihcoictical cohei 
ence. Hislorically-gtounded cultuic loinis 
the context within which 'mterjsis’ and ac¬ 
tion gam meaning. 

Whereas Ciadgit and Rao see ‘elite’ in 
lerests served by the slate in rclaiion to 
nature and scope of resource extraction, the 
formation and articulation of these interests 
at the level of the state is piobicmaiic. The 
triumvirate of politician, bureaucrat and 
businessman can haidly be said to have a 
unitary interest; inler-elitc conflicts and their 
impact on resource use remains an impoi- 
tarit arena of investigation. The tendency to 
assume unity of interests from what may 
well be a vector sum of conflicting interests 
leads to difficulty in explaining change; the 
paper of Cadgil et^al demonstrates just such 
resTrsal in ofriciat (lositions vts-a-va peasant 
pariicipation and power 

Gupta accepts Manciir Olson's theories of 
strategic behaviour among individuals with 
clear interests, and also his suggestion that 
collective action is less problematic in small 
groups (since sanctions and rewards can be 
meted out more easily). It seems evident, 
however, that Gupta’s ‘survival poitlolios’ 
are also competing portfolios. In his recourse 
to culture in the la.s( instance as a mechanism 
lor providing ‘assurance’ m uncertain in¬ 
teractions, Gupta assumes a more stable and 
homogeneous culture than is often the case. 

Similarly, Kaul gives credence to the 
‘human urge to free-tide’, yet documents co¬ 
operation among disparate and far-flung 
peoples. In her work, it is the onslaught of 
state and market forces that leads to the 
breakdown of the regional community. Cer¬ 
tainly, for market forces, often for state 
forces, dynamics depend on the self-inte¬ 
rested behaviour of individual agents; there 
must be defectors and collaborators. It may 


be as Karl Polanyi suggested; individuating 
pressures that result from the ‘great trans¬ 
formation’ become powerful social lorces 
regardless of the strength of opposition by 
integrated conununilies 

One line ol reasoning holds that existing 
lorms o( coniiniiniiv solidatity organised 
around cuiiinions management are trans 
fciable to othet forms of sollcclivc action, 
such as detcnsivc rca(.tion.s. Yet in Kaul’s as 
count of (he Bunjab, shared pcicepiion ol 
an ecological niche that was one of the com 
poncnts of the regional communiis 
other rituals of solidarity were not in-jhilis 
ed by the pea'anis to resist thcve linus 
Lchomg Gadgil and Rao and Gupta. ( liopia 
el al make two interesting suggesliims, one, 
that co-ojicration is part of a siibsisicii.c 
clhic, and the other, that it is strucliiied bs 
the very nature of certain resources 1 he In si 
point suggests ih'ii scarcity breeds a co 
operative ethos rather than a conflictual one. 
The scesmd point is ambiguous in t'hopi.i's 
paper- tiansfer of effective control over the 
resouice from ihe locality to the slate seems 
to have been decisive in undermining co- 
opcialion, alitioiigli the lesours-c in quesiioii 
lematned ihe same ^s in Bi.ii.i's accouiu, 
slate Intelleiencc wiili acinally tunsnoiniiy 
instiliilions ii;j\ he ciihci inliin.lnous or 
destructive 

Blair's ‘iiser-gtoijps’ uic i.oiiMiii)li\! pii 
inarils bv a diiesi 'coiiinioii nuileiuil in 
icrrsi’, recognised Inn not ntxcssaiilv irealed 
Iry the Male. Manageable grsmp si/c, lesnun e 
scaicily and ciilliiral homogeiicily are held 
to he facilitating factors in success Real 
decentralisation ol resource nianagenieiil 
depends upon the jssumplions that these 
groups already exist as coherent, legitimate, 
entities. Brara’s pajier demonstrates how dit 
ficult It IS lor stales to establish nosel iiislilii 
tiuns with leal aulhonty 

What the (laiicis did noi analyse sysie 
maticaliy is the u/urtes or origins of corn 
munitarian iigime> of cooperation fhe 
'all-round tiadiiion ol C i’K management', 
lor example, is iicaicd as given by ( hopta 
et al. Us lotmaiion and inclitiitionalisaiioii 
in relatively recently settled lommunilies is 
left to he explainc'd Gold likewi.se treats 
gender, eommuiiits rituals and the consei 
valionisi ethics of coiisumplion as pre 
constiluied and thus unproblematic Much 
of the literature in genera! uses a flint 
tionalist explanaiioii in place ol an iiiten 
tional one- insiuuiions arise because thes 
seise specific lunciions, sut h as pioviding 
sonic common goi>d it it weic that cass, ihc 
world would be a bellei place 

State and Market 

A common theme at the conference was 
the role ol the slate and markets in destroy¬ 
ing IcK'ai commons and lixal eiivironmcms. 
whatchiei Ihe lotal configuralinn ot cultuie 
and interests. It may well be that this cMcvi 
IS both strucluial and cultural; states lediice 
the political space within which local com 
munitiescan work insiitulmnal .solutions to 
perceived problems just as the ‘great trans 
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fonnatton* produces intense pressures fbf ilSe 
commodiii.sation of everything and the In- 
div<diia(ion of interests. Nevertheless, neither 
stale nor maiket is unproblematic in com¬ 
position, dynamics oi effect. 

Ihc theme that expansion of state and 
maikct lorces leads to a breakdown of the 
auib,it:t', vil local institutions and therefore 
lo icsoiiK- degradation runs through the 
p,tpi-is of Kaul and Chopra el al. What is 
pu/.Ting in Kaul’s pai>er is Ihe fact (hat (he 
'>ami iegioii.il comniuiiity that had managed 
ii- u'ks i-fleciisely through co-operation 
loci ..iM j canvas criimhied before the 
Ioilcs ol Oil slate and the maiket. Why did 
iiR- (lolMical c.ipacity engendered by large- 
H .ill- ..o-opetai ion and manainemcnt not pro- 
lulc iiH'Is o! lesistaiice? In Chopra’s villages, 
flow do we ex plain the phenomenon, ap- 
pjieri! elsewhere, of stale inteiveiition pro¬ 
sing io be the kisv of death for local in- 
iiiat'ses dcspiic .strong local traditions of 
( l‘H iiianagcmcnt'.’ 

Bidia’s pa|X"i bungs out svell how, despite 
Ihe expansion ot the appatatus of the 
dcvciopmenlalisi sl.iic, the village communi- 
IV lelains its autonomous space and inslitu- 
iMiis, itic ‘parde kc |H-echche’ panchayat re¬ 
tains leal authoiily Howfvei, the conclusion 
dial what is needed al the level of (wilic'y for- 
iniilainm is lo ihink in terms of 'one village, 
one pamhavaT becomes piobicmatic 
hciau'e ol Blair’s paradox svoinen and 
lowci castes do iioi have much say in (he 
.iiiionomous irisliliitions This has a bear¬ 
ing on Ihe decciuialisaiion debate: the 
exieiil, sco|ie and nature of ;ht state's iiller- 
vcniton in the ruial economy in terms of its 
inipast on disiiibiiiive justice and em¬ 
power nicni 

In arguing that 'clue inictests' mediated 
by- the stale have historically led to resource 
dcgiadaiioii, Gadgil and Rao make the 
tamiliar uneasy equation between "elites’, 
'legiines' and ’states’ The cases discussed at 
the conlerence indicate that these boxes need 
disaggregation. While Singh is right m poin¬ 
ting out tlict Ihc legal rules ot the game have 
so fai been used lot centralising .Slate con¬ 
trol over lesouttcs, (he suggestion that these 
rules be changed again for the common 
govxl .issiimi-s bolli leverage lo move the .slate 
and Mall- capacity lo ciilorce lules. Though 
hostile lo 'wcsIciiT dominance of Ihe dis- 
loursc. Singh’s pcrs(s.'ci)vc is not borne out 
by tloitonmcMlal piacine in the United 
Siaiis ( ouris there have ihcmscfscs open¬ 
ed a couiiietspace and coi.soquciiily played 
a larger lole than anticipated and belied the 
claims ol radicals thai the legal system is an 
elite arena not worth comc-uing. 

In contrast to the treatment of rural 
people as passive lencciions of tradition 
and received culture, bulfeied about by slate 
and market torces, Boffcnbtrgcr and Sarin 
describe peasants as active participants in 
iheii own lives fhey lake the initiative to 
cieaic societies lo coiiiiul and manage local 
resources even in instances in which such 
societies are created al the miiiativc of the 
state, the peasants are able to organise col- 


1431 



Ic^^lSutfonTto^min^ problems. In 
doing so. a fourth solution to Hardin’s 
tragedy is advanced, that being state-initi¬ 
ated constitution of user-groups with joint 
fflanagement of the commons. 

The crucial question in this story concerns 
the necessary and facilitating social networks 
within and between conmuntties and poli¬ 
tical conditions that enabled joint solutions 
to coihmon problems. Material rewards to 
individual families seem to be the common 
denominator in Poffenberger’s cases (which 
varied along other dimensions). Yet one 
wonders what caused the Haryana forestry 
department’s sudden concern for the sub¬ 
sistence of the indigent, and how the paper 
lobby which had so far had privileged ac¬ 
cess to the state had its position reversed. 
Poffenbetger’s presentation suggested new 
telationships in India between slate and local 
society organised not around conflict over 
rights to nature, but around mutual interests 
in environmental regeneration. Again, we 
find states with less autonomy and clearly 
defined interests than any static or deduc¬ 
tive analysis would indicate. 

I^rajuli’s paper imparted dynamics to this 
problematic: iepeat«l confrontation between 
the state and the Jharkhandis created a 
^eounterspacc’ for resistance. However, the 
Jharkhandis have been part of parliamen¬ 
tary politics for years. The specifically 
environmental trajectory of the movement 
remains cloudy; would concessions for 
autonomous development achieved in elec¬ 
toral bargaining with a developmentalist 
State produce political quiescence and 
ecological disaster? What is to prevent the 
counterspace from elaborating its own 
demands for destructive develo[Hnentalism? 

The argument for a strong and legitimate 
state to enforce common property norms, as 
developed in Bromley's paper, poses the 
crucial question of whose interests Leviathan 
will serve If it is the state that guarantees 
the legitimacy of resource management 
systems, the question of its own legitimacy 
must flrsi be asked. Changing notions of the 
legitimacy of given property regimes come 
from conflict and co-opeiation in civil socie¬ 
ty. In a hierarchical world economic system, 
legitimacy may well be perceived in terms of 
precisely that form of development which 
has dewtated so much of the global 
commons. 

States are nested, just as commons are; 
concentric circles of ecological and political 
arenas stretch from the very local to the in¬ 
ternational. Pewerful pressures on the state 
emanate from its position in the inter¬ 
national system. Blair's notion of ‘donor 
Leviathans' raises serious questions of 
sovereignty and thus of global democracy 
and yet it is not clear that conservaiiunisi 
international pressures might not provide 
useful assistance to local struggles against 
destructive and repressive states, as has clear¬ 
ly been the case in human rights on a global 
scale. Vet this logic assumes power asym¬ 
metries which are politically unacceptable 
to states in the south, as well as to the 
intelligentsia, as Madhav Gadgil and 
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RantadhandnC daha aiguM fo^efutiy in 
discussion. 

International pressures have contradictory 
implications for local power to preserve local 
commons and environmental integrity. Her¬ 
ring argued that the biodiversity agenda of 
deep ecologists in the north implicitly 
recognises a ‘global commons' in which 
common interests imply both common sacri¬ 
fices and shared power; while this dynamic 
underlies the conflict between sovereignty 
and collective rationality, its realisation 
necessitates new political relationships bet 
ween south and north. The caveat is that 
both actors are internally differcniiatcd- 
Indira Gandhi moved to save endangered 
species in Silent Valley; George Bush is no 
friend of the spotted owl. 

Understanding the state’s interest in nature 
remains a major theoietical and practical 
puzzle. The state has claimed a special role 
and authority in part from legitimations 
tooted in the ‘tragedy of the commons' logic 
Local populations are seen as incompetent 
or worse; game-theoretic (particularly in the 
prisoner’s dilemma mode) work provided 
justification for the viewsthat even good in¬ 
tentions would not produce effective co¬ 
operation. The late 2()lh century ha.s witness¬ 
ed a sea-change in the valence attached to 
stale intervention by mass publics and in¬ 
tellectuals. States are increasingly seen a.s 
more a part of the problem (any problem) 
than of the solution. Yet the characiei ol 
natural systems seems to make a strong case 
for larger than local authority, even though 
the slate’s role to date frequently has been 
destructive. It was centralised authority 
which halted encroachment on the Sundar- 
bans and protected ‘Silent Valley’ from a 
state legislature bent on development, but 
the Indian state ha.s also pressed tor destruc¬ 
tion in other cases, as in the Narmada valley. 

We still poorly understand the state's in¬ 
terest in environmental protection, its ver¬ 
tical and horizontal contradictions on en¬ 
vironmental policy, and its new relationship 
to society in a field which increasingly 
touches all citizens, not just isolated forest 
dwellers. The state is also increasingly 
subject to international pressure, bribes and 
censure. The most disturbing normative im¬ 
plication is that all good things may not 
come in bundles; there may well be trade¬ 
offs among values of democracy, social 
justice development and environmental 
preservation. 

Research agendas of the participants will 
almost certainly be altered by the conference. 
Bina Agarwal’s concern that we often con¬ 
flate mentioning women with gender analy¬ 
sis and de facto ignore the pervasive ways 
in which environnicnial issues in the sub¬ 
continent arc engendered was profoundly in¬ 
structive Madhav Gadgil's, Anil Gupta’s and 
Ram Guhq^s explicit concern that the north's 
conceptualisation of enviionmental issues 
amounted to an elitist ‘sacred groves for tlie 
rich’ strategy resonates with the major in¬ 
ternational political issue in environmental 
protection |Guha 19S9]. The necessity of. 
coming to terms with local practices, know¬ 


ledge and cuilum Was tifottniicd, 

just as the theoietical difficulty of doing so 
was highlighted. 

Finally, for all its distortions, the much 
(and justly) maligned tragedy-of-the- 
commons metaphor is useful in directing at¬ 
tention to the reality of common interests 
in natural systems—all local commons are 
finally embedded in larger commons, 
though not in a common community or 
system of authority. This is sensitive turf 
because environmental politics of the north 
on a global scale clearly employ double stan¬ 
dards and imply unequal and unfair burdens 
on the south. Nevertheless, the consequences 
of a global tragedy of the commons are in 
many ways similar to other international 
tragedies: the consequences will be born 
most heavily by those least able to adjust. 
Creating political institutions commensurate 
with threats is not easy, but recognition of 
common dilemmas is a piecondiiion for 
more representative, just and effective 
politics. 

[Though a draft of this report was circulated 
to participants, the views in this report remain 
those of the authors ] 
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PERSPECTIVES 


Problematising Nationalism 

A Raghurama Raju 


The problem of nationalism in India needs to be approached not 
from the perspective of derivation/autonomy but from that of 
incorporation/assimilation. It is also necessary to relocate the 
debate on nationalism in the politics of the present, juxtaposing 
nationalism to the so-called non-nationaUstic realities, marking 
their tensions, appropriations and approximations. 


IT would noi be an exaggeration to assert 
the significance of nationalism for the 
making and unmaking of cultures and 
societies in the modern world. Partha 
Chatterjee’s work, Nationalist Thought 
and the Colonial World: A Derivative 
Discoursel, offers a convenient ground for 
analysing this significance and of conten¬ 
ding with some aspect of its emergence 
and its variety. 

Following a brief expo.sition of some 
important perspectives on the idea of na¬ 
tionalism. this article presents Chatterjee’s 
appraisal and reformulation of them. 
While explicating one of the underlying 
assumptions of Chatterjee’s formulation, 
namely, the construction of the monoli¬ 
thic west, an attempt is made to revoke the 
relation between the idea of nationalism 
and western societies and try to show its 
discontinuity. In thi.s context presented 
here is another form of Indian nationa¬ 
lism. namely, the ideology of Hindutva as 
reflected in the writings of V D Savarkar. 
amplifying in this course the support it 
seems to lend to Chatterjee’s thesis. We 
conclude with a series of questions voic¬ 
ing the seriously delimiting character of 
Chatterje^s analytic framework, as routed 
through the formulation, thematic’ and 
’problematic’. 

This would entail opening up the con¬ 
tours of Chatterjee’s discussion, going 
beyond its frsone—the politics of the idea 
of nationalism in its transplanted con¬ 
text—and to pose afresh the question of 
the politics of this idea in its original con¬ 
text. This would, I think, facilitate nut 
only clarincation of certain basic nations 
surrounding nationalism, western and 
Indian, but also provide for a reformula¬ 
tion of Chatterjee’s thesis. In this paper 
I am interested in raising certain broad 
issues concerning Chatterjee's work and 
would not attend to its other empirical 
references such as, his interpretation of 
3andhi, Nehru, etc. 


1 

The idea of nationalism in its original 
context has been viewed by liberal-rationa¬ 
lists John Plamenatz (1976), Hans Kohn 
(l967),Ernest Gellner (1983) and Mai xists 
H B Davis (1978), B Anderson (1983). The 
nationalist project for the liberal- 
rationalist is an enabling agency for the 
realisation of the 'universal urge for liber¬ 
ty and progress’. In those instances where 
this project became the ideology of ‘racial 
hatred' and generated ’irrational revival 
movements’ and 'oppressive political 
regimes’, this has been explained away by 
its proponents as owing to the prevalence 
of 'conditions unproportion to freedom’. 
Thus they establish a necessary relation 
between nationalism and the ideals of 
‘liberty’ and ‘progress’. Accomplishing the 
ideals of the idea of nationalism involves, 
for Gellner, a 

general imposition of a high culture on 
society, where previously low cultures had 
taken up the lives oi majority, and in some 
cases of the totality, of the population,... 
It is the establishment of an anonymous, 
impersonal society, with mutually substi¬ 
tutable atomised individuals, held together 
above all by a shared culture of this kind, 
in place of a previous complex structure 
of local groups, sustained by folk cultures 
reproduced locally and idiosyncratically 
by the micro-groups themselves. That is 
what really happens (1983:57). 

This nationalist project, it may be noted, 
is not philosophically defended but ex¬ 
plained sociologically as a ‘requirement of 
industrial society’ and its ‘cultural 
homogeneity’, to which mankind is said 
to have been irreversibly committed. This 
paradigm of universal history, when con¬ 
fronted by the arguments of cross-cultural 
relativism, instead of answering the ob¬ 
jections of the latter, explains them away 
by a sociologism according to which, the 
agrarian plural society 'somehow or other’ 
manage to overcome their particularities. 
Gellner, whot while confronted by the 


argument of relativism evades them by 
declaring that. 

The question concerning just how wc 
manage to transcend relativism is in- 
lercsling and difricult, and certainly will 
not be solved here. 

And asserts, that. 

What is rdevent, however, is that we 
somehow or other do manage to overcome 
it, (hat we arc not helplessly imprisoned 
within a set of cultural cocoons and their 
norms,.and that for some very obvious 
reasons (...) we may except fully industrial 
man to be even less enslaved to his l(xal 
culture than was his agrarian predecessor 
(1983:120). 

For, B Anderson, nation is ‘an imagin¬ 
ed political community', and is ‘thought- 
out’ and ‘created’. This imagined political 
community of nation supersedes the 
preceding ‘cultural systems’ of religious 
community and dynastic realm, in the 
process generating “a fundamental change 
... in modes of apprehending the world, 
which more than anything else, made it 
possible to ‘think’ the nation”. The factors 
responsible for this change is “a half- 
fortuitous, but explosive, interaction bet¬ 
ween a system of production and produc¬ 
tive relations (capiulism), a technology of 
communications (print) and the fatality 
of human linguistic diversity”. Thus mak¬ 
ing the ‘innumerable and varied idiolects 
of pre-print Europe ... now “assembled, 
within definite limits, into print-languages 
far fewer in number” ’ (Anderson cited in 
Chatterjec 1986:19). 

Chatterjec explicates and criticises the 
‘sociologism’ explicit in both Gellner and 
Anderson (belonging to liberal-rationalist 
and Marxists schools respectively). He 
argues that there are no substantial dif¬ 
ferences between Gellner and Anderson, 
and lists three substantive issues on which 
both concur, (a) In their recognition of the 
fundamental change in ways of perceiving 
the social world preceding nationalism. 
While ‘Gellner relates this change to the 
requirements of industrial society, Ander¬ 
son more ingeniously, to the dynamics of 
‘print-capitalism’, (b) “Both describe the 
characteristics of the new cultural 
homogeneity which is sought to be impos¬ 
ed on the emerging nation: for Gellner this 
is an imposition of a common high culture 
on the variegated complex of local folk 
cultures, for Anderson the process in¬ 
volves the formation of a 'print-languagd'. 
and importantly for Chatterjec. (c) “Both 
sec in the third-world nationalisms a pro¬ 
foundly ‘modular’ character ... outlined 
by given historical models which are ob¬ 
jective, inescapable imperatives” 
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(Chatterjee 1986:21 J. From this Chatier- 
)ee concludes that both liberal-rationalists 
and Marxists have resorted to 
Sociftlogistn, i e. Fitting naiionalisiii to ser 
tain universal and inescapable sociological 
constraints of the modern age, or alici 
natively, reducing the two contending 
trends within nationalism, one traditional 
and conservative and the other rational 
and progressive, to their sociological dete; 
minants, or invoking a functionalnm, t c. 
taking up an appropriate attitude towaids 
a specific nationalism by lerereiicc to iis 
consequences for universal history 
(1986:22). 

In reducing the problem.s of nationalism 
into the paradigm of sociologism, Chat 
terjee points out that the problem ol na¬ 
tionalism has not been formulated as a 
problem cither ‘for epistemology or 
political philosophy’. Away from these 
leceived formulations Chatterjee takes the 
very system of knowledge representing the 
idea of nationalism to task, locating na- 
tionalLsm as a problem in the history ol 
ideas and formulating it along a know¬ 
ledge/power axis that sees ’thought’ 
itself as one “which can dominate and 
subjugate’’.' 

By locating nationalism as the problem 
in the history of political ideas, Chatter¬ 
jee complicates the relation between 
western nationalism and Indian naiiona- 
lism, showing the latter as a derivative oi 
the former. In doing this he comes to take 
western nationalism as a monolithic, 
obliterating the distinction between the 
idea of nationalism as a form of Enlighten 
ment, and the western society. He sees the 
idea of nationalism as a western idea, hav¬ 
ing its genesis in the Enlightenment, and 
goes along with Plamenatz in identifying 
France and Britain as the pace-makers ot 
this idea, as those who set the standards 
for other societies. Such other wcsicrri 
societies as Italy and Germany, though in 
a disadvantageous position in keeping 
pace with these standards, had neverthc 
less possessed the “necessary linguistic, 
educational and professional skills that 
were deemed necessary for a ’consciously 
progressive civilisation' ’’ (Chaiieijcc 
’ 1986:1], It is obvious that for Chattcriec 
the idea of nationalism does not pose anv 
significant questions to western societies 
themselves. We must ask: what is ihe ie<a 
tion of the Enlightenment to the societies 
of the west? Indeed, it can be shown that 
the relation between the idea of nationa¬ 
lism as a product of the Enlightenment, 
and western societies themselves is not a 
smooth one but consists of stresses and 
strains. The fact of Italy and Germany 
possessing Ihe necessary requirements fur 
becoming nations does not by itself make 
this process, of becoming a nation, a 
smooth affair. Western social realities 
preceding Ihe idea of nationalism seem to 


have been pul to more or less the same 
orsh-.il' cast'.'Mi societies. In short, 
(position undermines the 
ion,|iu i! western nationalism. 

O' , I .■••dcrsiand the relation 

! ii'iithienmcnl and western 
IT' •.vtLiiii picsuppose having a sense 
of the :o. i-,'-: 1 W conception of raiiona- 
i tv iMiifi'viiii! ilu' nationalist discourse 
i‘. ilet'SC'! I'oiti the Enlightenment presup- 
poMiioit'. i'l ni.iti and society: the concept 
ol pre s;> I'.i.'.l man, what I term as 
lispothcti' ;tl i’i;in' This ccaiccpl of man 
,is pv'sti.l hv I tic contract theorists has 
tui icfci 'li. I to ihc natural man (‘is’),- 
iiur Is :i .1 '.vinccpi of man when he realises 
Ins tclroioj'v (‘ought’); rather, it is a 
posiuiatiori disorsed from reality.' Fur- 
itici, Illl^ (.uiiccpiion of man has been 
sliowii (>y !nc vonlraci theorists to be 
lashiuning .i social state; a State which I 
Iliiuactcri'.c as ‘aitificial society’, who.se 
soveicigniy c» picsses and is an expre.ssion 
of the genera! will, specific contents of 
iliis will loiiiadc with (he idea of nationa¬ 
lism. Indeed, tlie general will can be view¬ 
ed as lonning Die ideological basis of the 
idea il nationalism and the contract 
theorists, paMiciilarly Rousseau as the 
piotagomsis of lotalitariariism. [J W 
Chapinan 1956; j L Talman 1966; W 
Kendcll 1941 j. A more detailed working 
o< these themes cannot be undertaken 
here and must await another occasion.* 

These presuppositions of the Enlighten¬ 
ment thought in their encounter with the 
social realities surrounding (hem in- 
iioduce basic discontinuity; in particular 
ihey transform these realities in the self- 
image of Ihe Enlightenment. Specific 
fragment' of this transformation find cx- 
piession III the work of Gellner, in his 
analytic cliar.-ietensation of the transition 
from wild' to ‘tiiuh’ cultures. The former, 

1 e, the ‘wild’ i ulture, refers to the tradi¬ 
tional agiaiiuii societies which according 
to Geilnet, I k'.- Mu- savage plants are pro- 
duct'ci and ep i-uuccd ‘spontaneously’ 
withoai a 'con.v.oas design’ surviving in 
.1 i'l'.u:.’ yivei. .ii nosphcre’. The ‘high’ 
-ulfctes on ;’,ie o, fier hand, refers to na- 
iio! whici 'possess a cooiplexitv and 
.'(cotsess, i usually sustained by lile- 
iois and I'v s(.<cc-a!ised personneland 
t.i.j tcriTC.’ “.n a new, specially blended and 
iitiiu'iaUs susiaii.ed air or medium”. 

iic.se piocesscs are created and maintain- 
eci hv liu stale, ...'ii whom the people of 
the nation n-e n.,iJe to depend. Gellner 
comrasi.s .n.s dependency on the state, 
neec' sititci; 1 a (he ‘high’ culture against 
hat r otiuaing in tfie ‘wild’ culture, where 
lien ar. r.-.K sr i' 'v dependent on the state 
(I'l sijppsirt jGeilner 1983: 50-51). 

The transformation referred to above is 
no! smooth, neither governed by sym¬ 
pathy not understanding of what is being 


transiormen. as oeiiner writes, tni 
transformation is not an “awake(ning).. 
(oO an old, latent, dominant force”, ... 
(but) a period of turbulent readjustment 
in which cither political boundaries, o 
cultural ones, or both, were being modi 
Tied, so as to satisfy (he new nationalis 
imperative which now, for Ihe first time 
was making itself felt... (and) this perioi 
of iiatisiiion was bound to be violent am 
conihet ridden (1983:40). 

This transformation of the agrariar 
societies into national cultures marks i 
discontinuity between them, making thi 
discourse of nationalism a discontinuou! 
discourse The material for recognising th< 
relation between the Enlightenment anc 
the western societies, though casilj 
available in Gellner. has not been notec 
and problcmatised by Chatterjee.’ He 
contmes liis discussion to expose the 
political domination of the nationalist 
thought in the colonial world, charging 
Gellner instead with ignoring “the pro¬ 
blem of incommensurability and inter- 
cultural relativism which the new nationa¬ 
list culture must overcome” [Chatterjee 
1986:8]. T his charge is levelled by Chat 
terjee in the context of the pluralist 
character of the third-world societies. But 
what of nationalism itself and its relatior 
to the western scKieties? Chatterjee doe? 
not query this. Indeed, this relation itsell 
is rendered insignificant given his con¬ 
struction of (he west as a monolithic 
whole, a construction uninformed by the 
histories of the western societies and theii 
variations. 

Establishing this relation between the 
Enlightenment and the western agrarian 
societies and showing it to be discon¬ 
tinuous, in my view, facilitates a better 
reading of the relation between western 
nationalism and Indian nationalism, than 
the one available to Chatterjee. Laying 
bare this distinction would also facilitate 
the location of a critique of nationalism 
not in an amorphous space called west, 
or western nationalism, but pointedly to 
a particular instance of the west, namely, 
the Enlightenment. The preceding discus¬ 
sion facilitates the claim that not only is 
Indian nationalism derivative, but the idea 
from which it is derived is discontinuous 
with its own society. That is, the idea of 
nationalism is not only oppressive/domi¬ 
nating in Its application to the third-world 
but it also seems to be inherently so. 

II 

Il is this idea of nationalism which the 
Indian nationalists comes to inhabit. 
Chatterjee traces the nature of this rela¬ 
tion which is neither smooth nor linear 
but complicated, and hence to be ap¬ 
proached ‘in terms of stages’. Indian na¬ 
tionalism is both opposed to and imitative 
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oi me idea which is western. That is, it 
challenges the colonial rule making “cer¬ 
tain claims regarding the practical forms 
through which these possibilities could be 
realised” {Chatterjee 1986:40). This, is 
seen to constitute the problematic of 
Indian nationalist thought, which, being 
active and participating, Chatterjee af¬ 
firms to be different from the problematic 
of 'orientalism’,* being non-passive and 
participating. The subject of the nationa¬ 
list thought is viewed as pos.sessing a ‘sub¬ 
jectivity’ which is “active, autonomous 
and sovereign”. Chatterjee shows these 
claims of the problematic of the Indian 
nationalist thought to be “justified by 
appeal to logical, epistemological, and 
ethical principles” drawn from the rational 
knowledge systems of the Enlightenment 
age, what for Chatterjee constitutes the 
thematic of the nationalist discourse. He 
writes, the thematic "relers to an 
epistemological as well as ethical systems 
which provides a framework of elements 
and rules of establishing relations between 
elements” (1986:38). 

The relation between the concerns of 
Indian nationalism (problematic) and the 
idea of nationalism (thematic) foi Chat- 
terjec “is not a simple relation of cor¬ 
respondence, even of derivation”, but is 
complex, its route very serpentine and 
hence to be explained in terms of ‘theory 
of stages’. He advances two reasons for 
the complexity of this relation: (I) Indian 
nationalist thought is selective—deli¬ 
berately and necessarily—about what it 
takes from the western nationalist 
thought. Even when it adopts from 
western thought, the adoption is not 
wholesome, for that would not constitute 
itself as a nationalist discourse. (2) The 
Indian nationalist thought (problematic) 
and the idea of western nationalism 
(thematic) are prone to various changes. 
To quote Chatterjee, 

The thematic will tend to apply a closure 
on the range of possibilities, and many 
possibilities will be ignored and some not 
even recognised. At the same time, this 
process of mutual influence between the 
thematic and problematic of nationalist 
discourse—the periodic dissociation and 
coming together—could even produce at 
critical junctures a thoroughgoing criti¬ 
que of the thematic itself, points at which 
nationalist thought will seem to be on the 
verge of transcending itself (1986:43). 
Given this revised formulation of pro¬ 
blematic and the thematic, Chatterjee 
points out a crucial contradiction in the 
character of Indian nationalist thought, 
in that it repudiates the very structures 
it imitates. This repudiation involves 
rejection, 

in fact two rejections, both of them am¬ 
bivalent: rejection of the alien intruder 

and dnminainr whn U nrverlhHess to be 


imitated and surpassed by his own stan¬ 
dards, and rejection o( ancestral ways 
which are seen as obstacles to progress and 
yet also cherished as marks of identiiy 
This conlia-dicioiy process is ihereloie 
deeply disiurbing as well. Eastern nationa¬ 
lism IS disturbed and ambivaleni a.s the na¬ 
tionalism of Herder and Ma//ini were not 
iPlamenai/ (1976) quoted and paiajihras 
ed by Chatterjee in 1986:2] ’ 

Indian nationalism, confronted with this 
contradiction, strives to overcome it by 
resorting to a process of imitating the 
west, accepting the latter’s supcrioriiv 
with regard to material progress, while af¬ 
firming Itself as being spirit ually superior, 
even in a position to export its spirituality 
to the west, and thus drawing a claim tor 
autonomy on this basis." 

Chatterjee goes on to chart the nationa¬ 
list process of ‘le equipping' India under 
three broad moments: the ‘moment of 
departure’, Bankim Chandra Chatto- 
padhyaya, the ‘moment of manoeuvre', 
Gandhi; and the ‘moment of arrival*. 
Nehru. 

The contents of Chatterjee’s discussion 
seems to be broadly limited to the Indian 
nationalism ba.scd on liberal-rationalist 
ideology, primarily the nationalism of the 
Indian National Congress. This is only 
one form of Indian nationalism, may be 
the dominant form; and hence one cannot 
hastily conclude that Indian nationalism 
is derivative. Rathei, it must be stated that 
the nationalism of the Indian National 
Congress is derivative. In other words, the 
Indian National Congress, in articulating 
its concerns within the knowledge systems 
which are western is productive of a 
derivative discourse. 

What .would happen to this derivaiive- 
ness if one were to consider another in¬ 
stance of Indian nationalism? It is in this 
context I shall discuss the ideology of Hin- 
dutva as stated in the writings of V D 
Savarkar. The question may arise why this 
particular instance and not some other? 
The choice is governed by some of the 
significant developments in the contem¬ 
porary Indian politics. The rise in the 
popularity of Bharatiya Janata Party 
(BJP), Shiv Sena. Vishwa Hindu Parishad 
(VHP),etc, characterised as the rightist 
partics/organisations, and the correspon¬ 
ding decline in the popularity of the Con¬ 
gress, labelled as the centrist party, marks 
a significant development in the politics 
of the contemporary India. Both these 
parties have been contestants for power 
before and after independence. However, 
it has been the Congress which succeeded 
in capturing power till I97S and after a 
brief break again between 1977-1989, con¬ 
ceding only little success here and there, 
particularly at the local levels to the 
‘riahtist’ oarties. The scene however seems 


to have been changing with the rise in (he 
popularity of BJP. .Shiv .Sena. VHP etc, 
a view which is contested by Gail Omvedt 
(1990) Paiiicularly, BJP by claiming to be 
a national party safeguarding the unilv of 
India- a claim maikcJ bv an ambivalemx 
in sheddiiiR and embracing it.i erstwhile 
Ian Sangh !>pc of lundamcntaliMic pre¬ 
dilection'.--has been woikmg towards 
larger appropnaiions Ihis change 
necessitates along with uthei things, a 
discussion of I he ideology ot these parties. 

One of the central themes running 
through (he various invoeaiions of 
Savarkar is |X)iilicai unity. It is around Ihis 
notion that he weaves his other eoneerns: 
(a) The formulation of Hindutva as “not 
(just) a word but a history” (1964:2), con¬ 
sisting of one language (Hindi), one name 
(Hindu), a common culture and law, what 
for Savarkar, arc pre-Briiish and pre- 
Islamic (1964:46). (b) His plea for develop¬ 
ing western science, technology, industry 
and knowledge systems, in India, to be 
used for both achieving material prosperi¬ 
ty as well as for making bombs, weapons, 
in order to ‘militarise Hindiidom’. Militan¬ 
cy for him is not an end in itself bul is 
at (he service ol ‘unity of India, making 
the concept of unity, not militancy, cen¬ 
tral to his discourse. In an inteivicw, 
Savarkar is reported to have said; 

It is sin to tollow the path of violence 
where ii is possible lo make progress in 
a peaceful way. Such were my views when 
we (referring to Gokhale) worked in (he 
revolutionary camp [in Keer I966;I29|. 
It IS through this forced militancy and not 
by having a common constitution that 
India could regain its nationhood and re¬ 
main united, it is interesting to note that 
both liberals as well as militant nationa¬ 
lists accepted science, technology, in¬ 
dustry, etc, which are the products of 
western knowledge system, although the 
btter intend to u.se them to establish unity 
through militancy. 

r-urlher, it is (his notion of unity which 
decides Savarkar’s friends and enemies. 
These relationships in him are not ex¬ 
clusively religious but 'political'. In The 
Indian War oj Independence 1857, he at¬ 
tacks Sikhs for not joining hands with 
Hindus and Mughals to fight against the 
British. He observes: 

The Sikh princes and people, did not wish 
well 10 the Revolutionaries even at heart; 
nor did they remain neutral; nay more, 
(hey did not hesitate to aid openly with 
the English and shed the blood of their 
own coumrymen on the field of the battle 
On the contrary. 

The Hindus as well as the Mohemmedan 
communities thoroughly sympathised at 
hear! with the revolutionaries and were 
full of hatred towards (he British* 
(1947:496). 
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not criticise ‘Mohemmedans* instead he 
goes out of his way to praise them, ad¬ 
dressing them as ‘brethren!’. His later 
antagonism to Muslims, particularly the 
Muslim League, is in the context of the 
threat to this unity—which he romantically 
upholds—with the demand for Pakistan. 
Likewise, his explanation for the causes 
of the fall of Buddhism in India, is again 
political. For him, it is due to “Buddhist 
forces...(making) China the basis of 
operation...iein forced by contingents from 
many Buddhistic nations..." (1964:16). The 
concerns of Savarkar, it is evident are 
clearly political, his tone often propagan- 
distic, being based not on argued facts but 
managed through the sheer power of 
rhetoric and emotions. 

The concept of Hindutva is an idea em¬ 
bodying this principle of unity. Hindutva, 
for Savarkar, needs to be distinguished 
from Hinduism. A Hindu need not neces¬ 
sarily accept the authority of Vedas, as “a 
man can be truly Hindu as any without 
believing even in the yedas, as an impor¬ 
tant religious authority”. Hinduism is 
identified with vedanta philosophy, and 
is not central to Hindu rather, it is for 
Savarkar a “derivative, a fraction, a part 
of Hindutva" (1964:2). Hinduism is not 
to be the main concern for Hindus, and 
maintains that we Indians “are at present 
all .Shudras and cannot claim access to the 
vedas and vedanta". We, says Savarkar, “as 
a nation, are unfit for these sublime 
ihoughls,...Let us study, history, political 
science, science, economy; live worthily in 
this world, fulfil the householders’ duties 
and then the philosophic dawn might 
come" [Keer 1966:137]. The overtly 
religious nature of Hinduism comes to be 
charged with the political intent what for 
Savaikar culminates into Hindutva. The 
Hindu of Hindutva is defined by him as 
one for whom^^-MTsr ( ‘S/Hindustan) 
is not only (fatherland) but also 

(holyland)" (1964:74). The pri¬ 
mary concern of Hindutva is political 
unity, material prosperity and military 
strength. The failure on the part of the 
Indian society not to become a strong na¬ 
tion, in yielding to the foreign rule, is for 
Savarkar a political failure—a failure in 
not seeking military means to establish the 
unity. Hence the need to ‘Hinduise all 
politics' and ‘militarise Hinduism’. 

This ideology of Hindutva though 
threatening to provide a discourse dif¬ 
ferent from the nationalism of Indian Na¬ 
tional Congress nevertheless comes to 
replicate the same paradoxes of the latter, 
Savarkar berates the constitutionalism of 
the Congress, as insufficient to safeguard 
the national unity, and affirms militancy 
as a means to upholding this unity. The 
affirmation finds justification in the ex¬ 
perience of the west, particularly the at- 


through rdigkm and scntice. Savarkar at¬ 
tributes the success of western natbnalism 
to their having a single unified religion 
and their use of religion as a means to 
“wordly strengtband socitd solidarity”. By 
way of contrast, he confronts the diversity 
of Indian society, maintaining that Hindu 
never looked upon religion as a mean.v of 
strength and solidarity. This, according to 
him, “is their fundamental blunder from 
the point of view of nationalist strength 
and .solidarity” [Keer 1966:14^. 

Thus, we must ask; is Savarkar's mili¬ 
tant nationalism also not privy to the pro¬ 
cess, that though opposed to the main¬ 
stream nationalist discourse, it upholds 
the model of ‘universal modernisation' in¬ 
scribed in the latter? Also what of the 
echoes within Savarkar that reminds one 
of Mazzini? (incidentally, Savarkar 
translated the autobiography of Mazzini 
into Marathi and often adulates Mazzini 
in his writings). Indeed, Savarkar’s obses¬ 
sion with unity, to be supported by 
militancy, his preoccupation with history, 
politics, modern science, and his endorse¬ 
ment of such ‘orientalist’ categories its 
‘Indian spiritualism’ and ‘western 
materialism’ comes to bolster the ‘re¬ 
equipping’ thesis intrinsic to the Indian 
liberal-rationalist nationalism. The obses¬ 
sion with unity, with ‘nation-building’ 
seems to concretise the concerns that have 
animated the post-independent Indian 
state What Savarkar's avowed militancy 
hides is the search for alternative conducts 
for modernity. Most strikingly, perhaps, 
is not just the emphasis on politics, on 
establishing lines of political authority, 
but the coincidence of political intent, 
Savai kar's preoccupation with ‘Hinduising 
all politics’ and ‘militarising Hinduism' 
and modernising India/Hindustan, to 
reinforce as it were a sovereign nation 
state. A resolution in modern times, in¬ 
corporating. our contemporary instances 
of violence. 

Ill 

There may well be other instances of 
nationalism, separate from that of the In 
dian National Congress and Hindutva, 
that may, or may not reflect this con¬ 
tradictoriness of nationalism in its 
transplanted context. Assuming that they 
do, arc we then to conclude emphatically 
that the pluralities of nationalisms in 
India embody within themselves the same 
contradictions that underwrite the main¬ 
stream nationalist effort of the Indian Na¬ 
tional Congress, what has been presented 
by Chatterjee? lb reply in the affirmative 
would be relatively a simple option. 
Rather, I would argue, that it is within the 
framework of this question that one 
begins to think through the inherent limits 


analyiical frames, employed in Chimed 
jee, thematic and problematic one could 
argue that the virieties of nationalisms 
have all shared in a singular thematic, 
while their problematics may have been 
distinctive. What docs one have if this sug¬ 
gestion were to be carried through? One 
perhaps finds the militant nationalism 
embodied in the Hindutva concept repli¬ 
cating the same paradoxes of the main¬ 
stream nationalist effort, marked by a 
divergence between the ‘thematic’ and the 
'problematic'. Mure, importantly, however, 
a perspective from the militant nationa¬ 
lism embodied in Savarkar could, in rela¬ 
tion to mainstream nationalist discourse; 
suggest a convergence of their ‘thematitf 
but with opposing ‘problematics’. The 
militancy dimension of Savarkar’s dis¬ 
course suggests something more than just 
a question of means, of the instruments 
realising nationhcKKi, Also, what seems to 
be equally significant, from the point of 
view of the nationalisms, in the west, one 
could posit the same convergence of 
‘thematic' but divergence of ‘problematics’. 

Surely, Chattel jee’s mode of posing the 
problem of nationalism renders a history 
of nationalism(s) unintelligible, even im¬ 
possible. Where, for instance, does the na¬ 
tionalism of the Herder and Mazzini type 
figure in relation to the liberal-ratiorralist 
nationalism of the Enlightenment? And, 
to deflect from these questions we have 
just formulated, what of those nationa¬ 
lisms in Europe which succeeded in chal¬ 
lenging and destroying the “liberal con¬ 
stitutionalism in the (Europe) of the eigh¬ 
teen sixties”, adopting later, some of its 
outward forms to the “services of an ex¬ 
panding and modernised (Europe)”*” 
(Kohn l%7;3S7]. Importantly, is one to 
talk of nationalism in the singular or in 
the plural, a problem which. I assert, 
would have to be formulated both in the 
context of nationalism's originating con¬ 
text (west) and its transplanted manifesta¬ 
tion (non-west)? These questions, I should 
think embody significant histories which 
in the context of C'hatterjee’s analytic 
presentation in terms of ‘thematic’ and 
‘problematic’ are obscured into a singular 
dominant history. The framework assumes 
a dominant configuration, and conse¬ 
quently, the activity (hat Chatterjee con¬ 
cedes for the ‘problematic’ of the na¬ 
tionalist thought, is rendered innocuous, 
under the sway of the ‘thematic’. What if 
one were to take the realities connected by 
the ‘problematic’ as active, and the rela¬ 
tion between the ‘thematic* and the ‘pro¬ 
blematic’ dialectical or dialogical. This 
would necessitate approaching the pro¬ 
blem of nationalism not from (he perspec¬ 
tive of deri vat ion/autonomy but from the 
perspective of incorporaiion/'a.ssimilation. 
In other words, Chatterje^s perspective 
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Jwt the rramework employed by Chatterjee 
s not intrinsic to the discourse which he 
inalyses; rather, he thrusts ii upon his 
naterial. 

To conclude, given this restrictions im- 
xised by Chaitertee’s form, how do we 
jegin to pose afresh the question of na- 
ionalism in India? A ncccssarv starting 
»int would be to relocate it in the politics 
)f the present, juxtaposing nationalism 
igainst the so-called non-natioiialislic 
ealities of India, marking their tensions, 
ippropriations, approximations. The 
Sharat-India interface (po.sed by, say 
sharad Joshi), the question of Nation vs 
Dharma’ (presented by Badrinaih 
[Thaturvedij, and such oilier phenomena 
IS Tikaii in western UP, the Bahujan 
iamaj party ot Kaiishi Ram, etc, suggest 
jossibilities quite other than the conten- 
ions of mainstream political analysis " 
But exploring them would constiuitc the 
iubstance ol anothci paper. 

Notes 

I thank Sashecj fiegde fm hcli'iiig me ft>r 
nulale the concerns lh,il .inini.iir and. clearly 
{o beyond this ie«i 

The cailier draft ot ihis paper was picseiiied 
It the seminar on 'IWnical Ihoitghi ui Western 
India I9lh and 20lh Century' organised hy 
Jepartmeni ol poliiicai science, Cioa t inivcrsi 
:y m collahoraiion with K'SSR, Boinbay din¬ 
ing Janiict) 15-16, IWO. lo Adi Doilor, Y S 
Prahalad and Navjvotli Smgh, among many 
aihers, 1 am thankful loi itieu encouragcmeni 
ind eommenis ] 

1 In ihiseonlexi C'haucijee raises Ifie loliow- 
ing issues, thought as a veliiclc ol change; 
the relation of Ihoughi to esisling eullurcs 
of serciciy, impe>siiioii of cultural euicguiies 
and framerworks of thouglii pioduced m 
alien cultural context, i e. is the positive 
knowledge coiuamed in these fiaiiieworks 
neutral lo the cultural conlexis'', in cases 
where there are two cultures, one domi¬ 
nating the other (as in eolonialisni ) how 
Ihoughi comes lo he resetved in the subor¬ 
dinate eulluic? etc (1^86 26-28) 

2 One of ihe lailiircs in the di.ss iissioiis ol is 
ougfii eoiUroversy in ihe we-siern philosophy 
is Us failure lo distinguish between the em¬ 
pirical 'is‘ and poMiilaled ‘is’ 

.1 This marked polansaiior. Pciween ihe 
a.ssumpiKins of the f nlightcninent and the 
western social realuic*s generated a wide gap 
beiwcen ihoughi ,ind lealiiv In this, 
theories come lo tall apait Itoiii reahlies, 
a second fall' This gap in the fienod follow 
ing Enhglhcnmcni comes lo be mediaied 
where both iheoty and reality comes lo ap¬ 
propriate cacti other "1 he llicoiv mrKlelling 
Ihe Enlightenment aiipropriaies the icaliis 
in ceilain ways by creating reahlies, an 
enterprise assisted by modern science and 
technology; by translorming realities 
through social change—in these the realities 
arc brought nearer to the theory. And the 
theory comes to be restsed in order lo repre- 
sem/appropriate the reality better The con¬ 
tributions of Hegel, Niet/.sche, Darwin, 
Freud, Marx can be conte.xiualised m this 


cvuiuiiuii UIIMHUCIUWS, coricreiciicss respec¬ 
tively. come 10 be resurrected to the 
Enlightenment abstract assumptions slated 
above Thus bringing Ihe theory nearer lo 
the reality These two appropriations arc 
not. however, to be taken as exclusives but 
mutuallv interacting with each other, 

4 However, some of these issues have been 
di.scusscd in my Man and Society. A criti¬ 
que of the presuppositions oj Modern 
Political Philosophy, unpublished doctoral 
dissertation submitted to I IT Kanpur in 
1985. 

5 It may be noted here that Gellner, though 
recognised the relation belwecii the 
Enlightenment and the western agrarian 
societies, docs not question the Enlighten 
meni presuppositions of man and society. 
He seems to concur with his predecessors 
about the self-evident truth of these 
assumptions. Further, citing arguments 
from (ielinci to work a ca.se for discon 
linuousncss of the nationalist discourse 
within the west should not however be taken 
as a wholesome adoption of his thesis, par. 
iicularly, not Ihe sociologism associated 
with it While it is true that Cirllner’s 
sociologism militates against the conception 
of thought as an instrument of social 
change, what is central to Chatterjee, we 
should also guard against embracing this 
contrasting position. To subscribe to either 
ol these stiands is a convenient devise of 
a theorist. But this could not enable us lo 
capture Ihe constant interaction between 
Ihoughi and social process, lo formulate a 
metaphysics of diaicclicall y related theory 
and reality. 

6 Ihe problematic of the Orieniaiism is defin¬ 
ed as an 'object of study, stamped with an 
otherness—as all that is different, whether 
It be ‘subject’ or ‘object—but of a con 
siilutivc othernes.s, of an essentialisi 
character... This ‘object’ of study will be, 
as IS customary, passive non-participating, 
endowed with 'historical' subjectivity, above 
all: non-active, non-autonomous, non- 
sovereign with regard to itself; the only 
Orient or Oriental or ‘subject’ which could 
lie admitted, at the extreme limit, is the 
alienated being, philosophically, that is 
other than ii.self m relation to itself, pos¬ 
ed, understood, defined—and acted—by 
others [Anouar Abdel—Malek in 0,alleij<!e 
1986.361 

7 While I agree with Plamenalz and Chatier- 
jee with regard lo the disturbance that na 
lionalisl discourse evoked in the Indian na¬ 
tionalists, as ahrady discussed the process 
of nation-making i.s also disturbing both lo 
the traditional European and traditional 
eastern sixieties, more painfully for the 
former as the .succevs of nationalism i.s more 
pronounced in them, 

8 Underlying this mode of analysis is the 
construction of the west as a monolithic em¬ 
bodying mairriahsm, underplaying the no¬ 
tion of sptiituahly and religion within the 
west. Consequently, by following the same 
aigumoRi India comes to be identified with 
‘spiritualism’, underplaying the materia! 
aspect of IIS culture 

9 The Sikh’s relucutncc to join the 1857 upris¬ 
ing as also their active participation in sup¬ 
pressing it arc to be seen in the light of the 


men mu a ixjuiumuiu aatnun iw 
fieedom against the Mtighals with the pn 
clamaiion of Bahadur Shah Jaffer as Ih 
Empire by the revolutionaries. The SikI 
feared a renewed religious intolemncc. Thi 
point has been totally ignored by Savarkai 
Further. Savarkar does not lake into ac 
count that just eight years before Ihe 1857 
the upper caste Ftindu and Muslim soldier 
of Fast India Company had deprived thi 
Sikhs of their freedom although the Sikhi 
were fighting a war to protect dhttrma. 

10 We may note that Hans Kohn has in miiK 
here the challenges posed by BUmark to thi 
Prussion stale. 

11 Elaborations on these and ocher themes car 
be had from Sahasrabudhey, Sunil (1986) 
The lines of analysis suggested by Mitra 
Chandan and Chaiurvcdi, Badrinath (1990 
on the pages of The Times of India are alsc 
worth pursuing. 
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Social Causes of Hunger 

I'oruv OlpaciHaia 

An En«l Hunger? The Soeiul Origins <jf Fond Siral«‘gie'-: A Report pit'paicd lor the United Nations Research 
Institute for Social Development and for the South C'oinmiss)''i! based on UNRISI) research on food systems and 
society by Solon L Barraclough; Zed Books, Ixindon, 1991; pp 284. 


I 

IT IS a sad reality that people regularly go 
hungry in our day and age. That they do 
so in overwhelming numbers in a world 
of agricultural abundance is shameful as 
well. The problem persists despite the 
close attention called to it by world politi¬ 
cian and entertainer alike, and more im¬ 
portantly, despite the concerted efforts 
over three decades and more of countless 
highly knowledgeable, well trained, 
reasonably well financed, and exceedingly 
dedicated professionals of great goodwill 
from all over the world. Indeed, the 
ln.s(ilute on (lunger and Devciopmeni 
(Bread for the World) estimates in its Slate 
of World Hunger report for 1992 that 
“there aie more hungry people in the 
world than ever before”, frven if, as some 
argue, this represents a somewhat smaller 
proportion ol humanity than earlier, that 
is scant comfort for the millions who still 
suffer and are at risk, and should not 
be of any greater consolation to the rest 
of us. 

Who amongst us has not wondered 
about the reasons for such a calamity? 
And yet, genuinely satisfactory explana¬ 
tions are hard to find. Human destruction 
of such immense proportions necessarily 
has many causes. They stem partly from 
societal arrangements, partly from the 
natural world. They relate to a whole host 
of scientific disciplines. They occur singly 
and jointly. They arise within the boun¬ 
daries of the societies concerned, and are 
imposed or influenced from outside They 
vary with geography and have changed 
over history. They arc often closely tied 
to politics, and thus prone to ideological 
interpretation and obfuscation. Sorting 
them out is a complicated task, even in 
the best of circumstances, in the normal 
run of things, or in incompetent or 
unscrupulous hands, the results are almost 
always wanting. 

An End to Hunger! is a long overdue 
exception. Vile have here the intellectual 
culmination of a lifetime of sterling work 
in the area of food and development. 
What Barraclough modestly terms his 
‘biases’ in the Preface are in reality the im¬ 
pressive credentials of an agriculturist, ac- 


livisi, inicrnallonal civil servai'i, m iinlai, 
and above all, humanist His words cans 
great authority. 

Barraclough is a quiiuesscniia! piai ii 
tioncr-scholar. A country voutli from New 
Hampshire (he still owns tar inland there), 
he served with the US fJccupaiioti forces 
in Japan after World War II, an experi¬ 
ence that he credits in the book with 
sparking his interest in development 
issues. After an economics doctorate liom 
Harvard—financial courtesy the (d 
Bill—he began professional life working 
with sharecroppers in the Mississippi 
IJcIla. There he first became acquainied 
with extreme .social and economic in 
iquities, and t he brutal power ot landed 
interests, that later were to form one of 
the focal interests of his life and work. As 
a US agricultural officer in west Asia, and 
then as a senior official with the UN HkxI 
and Agriculture Organisation (FAG) in 
l.alin America in (he 1960s and caily 7(X, 
Barraclough became renowned as an 
authority on land (enure and agrarian 
reform. He wrote at length, lectured, and 
taught in many third and first world 
universities. (Cornell was lucky to snare 
him as a tenured professor of agricultural 
economics in the late 60s, but after a short 
time he returned to the field.) His scholar¬ 
ship led him to the directorship in 1977. 
of the UN Research Institute (or Social 
Development (UNRISD). Even as an in 
ternational civil servant and rcscaicher, 
Barraclough never forgot his grass roots 
activism, for which pains he paid the all 
loo common price. His family was forced 
to depart Chile in danget afle^ die 1973 
military coup, and later, at the start of tlie 
Reagan years, he was prematuriiv ca.scd 
out of the UNRISD directorship by stale 
department pressure because of hrs assis¬ 
tance to revolutionary Nicaragua 

II 

Although he never states it quite su 
directly, Barraclough argues that the pro¬ 
blem of world hunger has two roots. One 
is the failure of public policy; the other, 
the destructive effect of regressive social 
structures. These twin shortcomings arc 
present in both the third world and in the 


industrialised countries. Detrimental 
policy and stilling .social structures are not 
contined to agriculture and rural areas 
only, hut extend to all parts of the national 
c( onomy, including the urban-industrial 
scctoi, and international trade. 

I his deadly mixture of failed policies 
and biased social structure ensures the 
lood insecurity of billions of people. In- 
vesiments are diverted to non-priority and 
luxury needs, in the countryside and in the 
cities tp 34). Agricultural production is 
shunted to cash and export crops, instead 
of lood crops (pp 31-33,239). food crops, 
when grown, are given over to animal feed 
and other non-human consumption. Busi¬ 
ness and public benefits are cornered and 
co-opted by the privileged classes (pp 30, 
70). The rural poor are physically and 
psycnologically brutalised. If they choose 
to resist, even if by “peaceful democratic 
means, they are likely to be forcibly 
repressed with loss of liberty, livelihood 
and sometimes life.. [by) devastating 
reprisals from landlords, employers and 
Ihe police” (pp 177, 245). 

The most important way to reduce 
hunger and food insecurity is to enlarge 
(he numbers of people who arc in control 
of (heir own economic destiny. This re¬ 
quires raising the levels of genuine parti¬ 
cipation in society, particularly amongst 
the least privileged. The main barriers to 
this are found in social structure rather 
than in faulty policy. Eliminating or 
reducing structural roadbiock.s almost 
always involves .some measure of agrarian 
reform and changes in land tenure, 
although ii may not be limited to that. 
Where land has been distributed more 
equitably, improvements have followed in 
food security and general physical well-be¬ 
ing if the changes were also accompanied 
by some sort of transition to collectivised 
or communal agricultural production, the 
results have been even better and longer 
lasting. On the other hand, land reform 
by Itself is no panacea, or guarantor of 
improved food security. Societies are very 
complicated. So is history. It is imprudent 
to try to generalise too much about these 
issues. “Each situation is spedal” (p 236). 

This is a complex argument, with many 
intricate weaves. Barraclough uses repcti- 
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m' UnklMir in mafcW it. the them 
is conveyed three times, in three succevsive 
sections of the book, each time with more 
information, detail and insight. Part One 
looks at food security i.ssues through the 
lens of different types of agricultural pro¬ 
duction systems (which helpfully turn out 
to be geographically discrete as well). 
There is a chapter each on bi-modal 
agrarian structures (mainly Latin AmcricaX 
on communal land tenure systems (mostly 
Africa), on small-cultivator agrarian 
structures (Asia, mainly the Indian sub¬ 
continent), and on China. Part Two has 
five chapters on national food strategy, 
such as policies for increasing production, 
improving disttibution, and providing 
fo^ security for all. Part Three is a con¬ 
sideration of the international dimensions 
of the problem. Chapter 10 tries to divine 
how useful is mutual co-operation among 
the less-developed countries in tackling 
this problem. Chapter II scrutinises the 
so-called north-south relationships. The 
final chapter is a distillation of Barra- 
clough’s thoughts on some general prin¬ 
ciples and dilemmas regarding the achieve¬ 
ment of food security for all. 

HI 

Any effort to understand the world 
food situation must start with an appraisal 
of the physical capacity of the earth to 
nourish its inhabitants. Is there, and can 
there be. enough food for all? The book 
makes it very clear that this is no longer 
an issue, let alone a key one. There is no 
physical shortage of food today. Barra- 
clough quotes several studies, including 
those of such establishment sources as the 
World Bank, to show that “the world has 
ample food” (p 2). Even at the height of 
the last great World Food Crisis in 1972, 
the “shortfall in production of the five 
Sahelian countries most affected... was 
less than 0.S per cent of world cereal trade, 
and 0.2S per cent of the grain fed to 
livestock in tire industrialised countries” 
(p 221). Indeed, and surprisittg as it may 
sound to lay people, in the last 20 years 
the overall world food dilemma has had 
■ component that was related to ‘persis¬ 
tent’ and Vndemic’ food surpluses, in ad¬ 
dition to the much better known concern 
iwith deficits! 

Ihken as a single entity, therefore, the 
planet has little excuse for widespread 
hunger, particularly in the face of recent 
Kimmunications and transportation ad¬ 
vances. But that is not all. For an over¬ 
whelmingly large proportion of the suf¬ 
ferers. the surpluses actually exist right in 
their own vicinity. The largest absolute 
numbera of severely malnourished people 
m the world are on the Indian sulreonti- 


nenti in India and Bangladesh. Bdth 
countries have made dramatic advances 
in food production in the last 20 years 
(p 93). India particularly has been self- 
sufficient in foodgrains since the mid-70s. 
holds food reserve stocks of 20 million 
Ions and more, and is a net cereal exporter. 
And yet these same two countries account 
for the lion’s share of the 40,000 children 
of one year of age or less that UNICEF 
estimates die daily on the planet from 
causes that are entirely and only hunger- 
related! 

Even if there is enough now, what of 
the future? Will the growth of human 
populations eventually outstrip what may 
be for the present an adequate food suppr- 
ly? Neo-Malthusians stress that unless the 
problem of population is dealt with “there 
is not much use in doing anything else... 
[because it will be] cancelled out by grow¬ 
ing hordes of people”. Barraclough con¬ 
tends, on the contrary, that “world food 
supplies could be increased to meet the 
nec^ of practically any conceivable growth 
in population” (p 211). This of course 
assumes that appropriate structural 
chang(» can be made in the industrialised 
countries too, in addition to the poorer 
nations. At the moment the industrialised 
world puts an immeasurably greater strain 
on resources, including on those for food, 
than do the developing nations. The The 
Slate oj the World, 1991 charges that the 
“world’s one billion meat eaters, car 
drivers, and throwaway consumers are 
responsible for the lion’s share of the 
damage humans have caused to common 
global resources”. For example, presently 
a "Dutch person’s consumption of food, 
fuel, natural fibres, and other products of 
the soil involves exploitation of five times 
as much land outside the country as 
inside—much of it in the Third World" 
(Alan Durning, ‘How Much Is Enough?’, 
emphasis added). Estimates of increased 
carrying capacity are predicated, there¬ 
fore, on a less wasteful way of life. 

Barraclough concedes that population 
increases hamper the situation never¬ 
theless. and need to be countered. The 
best way is through “expanding human 
capabilities and raising the quality of life” 
through deep and genuine social reforms, 
in addition to the indubitably needed 
family planning programmes. “A popula¬ 
tion programme without popular-based 
development is like trying to mop up the 
floor with the water turned on” (p 212). 
By making it clear that the solution to the 
problem of hunger does not have to wait 
upon driving down rates of population 
growth. Barraclough forces us to grapple 
with the much more contentious social 
dimensions of the issue. 


IV ‘ 

If social factors are the principle cause 
of world hunger, what are they and how 
do they operate? If conspiracy is rejected 
as an explanation—and it mostfy is, no mat¬ 
ter the politics of the commentators—then 
(he task becomes how to identify and 
wre.stle into some order and priority the 
numerous other forces and decisions that 
combine to create this situation. This is 
the point at which many treatments begin 
to unravel, but Barraclough does not 
stumble. 

The problem may be caused by faulty 
economic and social policies, including 
sheer neglect. This certainly has been 
the case in the past. For instance, less- 
developed cou ntries often have hurt food 
production by giving preference to invest¬ 
ment in industry over that in agriculture. 
Or (hey have kept prices of basic agricul¬ 
tural commodities artiflcially low to 
favour their more concentrated and poli¬ 
tically volatile city populations. The book 
contains masterful accounts of national 
and international policies concerning in¬ 
vestment, trade, marketing, the pricing of 
inputs, exchange rates, population, social 
services, and aid and international co¬ 
operation (part two mainly. Chapters S 
through 9 on the ’Dynamics of National 
Food Strategies’, though happily for us 
they appear elsewhere throughout the 
book too). Each treatment is both an ex¬ 
cellent primer and a handy reference for 
important topics. 

Barraclough’s approach to food and 
development policy is informed, practical, 
sober and pithy. It is also refreshingly 
open-minded and honest. Aspects of poli¬ 
tical economy permeate the discussion. 
For example, how would one evaluate 
policies to create a multi-million dollar in¬ 
vestment project in Senegal and Mali for 
dams and associated infrastructure which 
“turned out to be uneconomic... [but 
from which] many foreign contractors and 
consultants reaped handsome profits” 
(pp 190-91)? Or how docs the west’s in¬ 
sistence on free-trade and open-markets 
jive with its own long history of subsidisa¬ 
tion and protection of agriculture (p 74)? 
What are the consequences for developing 
countries of the strangling presence of 
oligopoly in agricultural commodity 
trade, where “transnational corporations 
controlled two-thirds of world trade... in 
the early I98()s” (p 200), or of the “un¬ 
stable world monetary system”, which 
keeps the third world at a handicap no 
matter how good their foreign exchange 
technicians (p 200)? There are additional 
telling passages on the retrogressive effects 
on policy of such factors as the ’deliberate' 
sabotage of public food distribution sys- 
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terns tiy the wedthy in ChOe (p C6>, the 
capture of the benefits of technolodcal 
change by large landowners in Bangladesh 
(p 46), and the uses and misuses of inter¬ 
national food aid (more on the last topic 
later). 

if improper policy were all that was at 
fault, the tragedy would be neither so 
large nor so persistent. Sooner or later 
most policy-makers would be redeemed 
into the correct way of seeing and doing 
things. Unfortunately, policies are depen¬ 
dent upon, and subject to, the workings 
of deeper structural forces, substantially 
related to skewed asset and income distri¬ 
butions. For example, India has more than 
70 per cent of its population in the coun¬ 
tryside, and half of it is landless. Needless 
to say, the.se lives are extremely tenuous. 
Funher, even many of the people who 
own land are not much better off because 
it is not adequate in size and quality. The 
book refers to a survey of 50,000 house¬ 
holds in eastern India that found that 
"nearly half the families in West Bengal 
and one-third in Orissa did not produce 
enough food to feed their families for even 
one month in the year” (p 41, emphasis 
in original). In Latin America, the ‘bi- 
modal' distribution divides rural areas 
into “two clearly distinct strau in respect 
of the size of farms, their market orien¬ 
tation, and the socio-political position of 
the cultivators”, with “essentially ex¬ 
ploitative” links attaching them to each 
other (p 12). Large cultivators, domestic 
and foreign, indulge in the “rapacious ex¬ 
ploitation of soil, water and forest 
resources for short-term profits” that end 
up further marginalising peasants (p 24). 
On the other hand, where land is more 
equitably held, the food situation is shown 
to be markedly better (Chapter 2 on 
‘Communal Land Tenure Systems’). Un¬ 
fortunately, with trends moving clearly 
towards privatisation (p 26), and concen¬ 
tration in landholdings (pp 40 and 73), 
almost everywhere, the prospects for im¬ 
provement based upon structural adjust¬ 
ment can only be viewed as grim. 

Those who do not own land, or enough 
of it, depend upon others to provide work. 
These jobs may be on farms, or in off- 
farm activities located in the country, or 
in cities. Here too the future is foreboding. 
Agricultural modernisation tends to 
displace hired labour on farms, either 
through mechanisation, or through its 
replacement by family members. Where 
jobs do exist, real wages are often stag¬ 
nant or falling(p 44). Likewise, the record 
of rural off-farm employment in the third 
world has not been very great. Migration 
to towns and cities is a massively chosen 
option, but it too falls far .short of need. 
International migration—a key if severely 
underacknowledged factor in the develop¬ 
ment of the industrialised countries in 
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A lira' countries have managed to break 
their structural constraints through 
agrarian reform. This is one of Barra- 
clough’s professional specialisations, and 
Chapter 4 ('The Role of Agrarian Rerorm*) 
is an excellent survey of land reform in ap¬ 
proximately three dozen countries in Latin 
America, Africa and Asia. Not ail were 
equally successful. Indeed, Barraclough 
singles out only six as being particularly 
effective in increasing the food security of 
the rural poor (China. North and South 
Korea, Taiwan, Cuba and Nicaragua). The 
Mexican and Bolivian reforms were effec¬ 
tive “for a few decades” only, some of the 
others for even shorter periods (p 250) 
Some movements changed the distribu¬ 
tion of land only (Mexico, Bolivia), while 
others tried also to change property rela¬ 
tions (mainly China and Cuba). The rela¬ 
tive success of all depended upon the 
seriousness with which they were pursued, 
and the “national and global processes of 
which [they were) only a small part” (p 
133). The important role of foreign inter¬ 
vention in the ‘global processes’, parti¬ 
cularly that of the United Slates in Latin 
America, is recorded on page 115. 

Barraclough spares no one in this sear¬ 
ching analysK of policy and structure 
‘Soft’ do-gooders of whatever ideological 
variant are forced to confront the harsh 
and disciplining presence of economic 
laws, including the unavoidable necessity 
for economic growth. Establishment 
economists are upbraided and upended 
repeatedly in a series of crisp rebuttals of 
their favourite shibboleths (e g, the 
popular doctnne of ‘getting prices right’ 
on page 80, and the various development 


‘ddemihas' oil pages 246 
Uncritical prosdytisers of the devdop* 
mental methods of the currently industria¬ 
lised countries are reminded at every turn 
of the vast differences between them and 
the third world, in particular the unique 
and unreplicable advantages of many of 
the formei. Analysts of mote radical per¬ 
suasion are brought to earth by practical 
accounts of miserable failures in attempts 
at food security even after revolutionary 
struggle and structural change: The short¬ 
term mentality, greed, and corruption of 
the private sartor are exposed. So are the 
ineptitude, sluggishness and corruption of 
the public sector. National and interna¬ 
tional bureaucracies are critiqued. 
Nothing is sacrosanct. (Only academe has 
been spared; not so much, it seem% 
because Barraclough is impressed by its 
worthiness, as because he overlooks it in 
its unimpoftance.) 

V 

Why cannot more be done to stem the 
hunger on a purely humanitarian basis, 
even as we sort out its complex roots? 'Nt 
know the places where people ate at risk. 
The food exists, and is often available 
nearby. We have the means to convey it. 
What holds back the effort to cut drasti¬ 
cally the numbers of hungry people 
worldwide? 

Barraclough offers political and techno- 
economic reasons. Much of the purpose 
of food aid has been and continues to be 
“strictly political” (p 217). This fact is now 
so well established that it brooks no argu¬ 
ment. even from the aid-givers. Probably 
the most recent example is a speech given 
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president Bush in which he goriscd his 
own Agency for Internationa! Develop¬ 
ment as "a weapon in the Co!rt War", (For 
partisan and historical halnr^; here is a 
quote from—then soon to be , :esideni— 
John F Kennedy; "I would !> • to cur out 
foreign aid; it is unpopular. t'li^ is a 
method by which the United ' main¬ 
tains a position of influena’‘d control 
around the world...” (Ai Herald 
TTriburte, August 10, IVuirics 

therefore plays a cruci. I i !>- n 'hrs 
catastrophe. 

On the economic side, me 1^ •' x.i ai. : in- >- 
cess is as much driven ,■ ’s>ipi>l>’ ’ 
endemic surpluses that i rc be-)* totr- i 
by demand. Since it str i-s i! nwvt :> 
least as much as the roc".-, ‘ ...it .he 
composition and the tin.itii. u; ih: it- ins¬ 
tance are far from ideal. the • i::<r.i--.iri 
is determined sub.st'hti'':'. :>y ivd.mor's 
agricultural needs ..i .’ r'.vaii-. in¬ 
structions to him .'u-ial 

in 1958: “We sho. ■.* j -nm- 

ble to promote agi I liit. .' 

avoid encouraging ;• ;a .. i l.at 

would directly ci-up . 

(pp 218-19). These goa.. . ;i- 

mented and appaientl .cd. 

AID’S newsletter, Hinhlu:. . • i in its 

spring 1992 issue that “ i . ■ l:.;eesi 

importeis of US farm g ■. ' ir- 

dons that once received ■' • i : . ;: c 

United Suites. In 1990a!.'.. .... '■.a 

purchased S 2.6 billion in : - -' i; .tr.n 

exports, more than all th. ' • n ':*.Mce 
received by South Korea r'. ■ - year 
period!’ As for food au. ... Bai- 

rac'lough maintains th»i :' i ’.i!iy 
“counter cyclical" bee:.;. . .. f 

sharply in periods of gen:.. i; < - i' i'v *(!,• 
high world prices, >vhen ;■> i-n '.‘nir.?; 
choose to sell the fvoori .. • 
means that food aid.. 
available when food is .i > 
most needed” (p 216). 

The reasons that arc gi* ■ ' . . ';;.i 

by donor countries for . g 

assistance to match ne; .' ly 

more technocratic, and t.- :» h : .v. .Se 
onus on the receivers. Ofip.i ^Ik foe il di.-ts 
not reach the intended baneficiarics 
because it is appropriated 'ey more pri¬ 
vileged elements, sometime fn, •! eir own 
use, sometimes for profn. Joes 

get through, the technic.il .ispccis of 
distribution can be mishandled, re citing 
in depressed domestic prices ai.ii i educed 
production. (Barraclough charucicnstical- 
ly notes that these effects eie "less a pro 
blem of aid ... than of world lood sur¬ 
pluses being dumped abri).::d'' {p 7.18). 
Food aid is also used ':v i^cipients 
“primarily to delay or a .■m.t making 
necessary domestic reform" !,• 717). 
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perfectly valid from a technical point of 
view. But they also serve to underscore the 
.structural constraints that prevent even the 
best intentioned 'policy-makcis from 
achiev'ing greater si ccess. It seems that 
emergency and tcmp.jrary relief mea.sures 
aro derailf'j by many of the same forces 
iha; create the ne.":i for them in the first 
place. 

VT 


I'c EP impor-'Pt aspect 
. ! ■ria'!."rs' fi v Th'''b.o 

!■': -■il.-pi.-ldli. 


.. , !, .''1 ' Jl 

■ • !.' ' ’ .v. 1 '.'ipost -I'' assets 

f ■ -.cd. ' O! cx<»rriple, in o-..s' ■•.•wn time, 
'' .'ti'.i- lesonrces lend to be owned 
enddvt>!oyed (or pe'-sonal pro- 
ti? nd liC.'.'Yiiied individual accumula¬ 
tion. I lie riiia! and agricultural se-io'' 
coiitorni;. t'. this arrangement in '.-v r-a- 
joriis of pinery, though the com;’"’ < *. ’.sa- 
noiiof foo'l is ( icaiiy much r.ior.- .'‘-.v s. - 
ed in the indiisirialiscd count^!e.^ 

Making food a commodity like any 
oi!-. r ha.s some anticipated '..•onsetiiiCftces, 
hoj' positive and negative On tiic pro- 
duciroii side, a scry big plus i.s the tnercas- 
cd I .'L-diiciiviiy and output uf r le son 
iisso-.MU.d wiih 'ii.' green rv". njiion. 
I'l'Hv. .'•■r, :';ese g; • . come a; trie t..ys! of 
tin II ,!' .ntc.t.-r.' «., i' ‘'.'istelui use of 
fatni ’."•.c. .;!y n,c;yv and 

'..0 r..p,-^.. 

''acl!'.-i. iV'.iv . ' cC'yrrr.'.i, de.s- 
iroy; f ! . ' ,' 'iry,. . >' Ci.vi ':iages 

■.•one;”..; ' t. out- 

e-'ni'.-.,. !•; r ... 'j,.”r,-ca O': be 1 ’ in- 
.b's' ■.r.. ■ On 

!'’c coii-acT'p- ,.i . toe irari.siO(rr..‘.;ion 
’ ■‘•'I'< .;,iiy ronve,'.. oiat 
Cl. a;;( ■ ' f .".cia! i-ciween 
. and lU .''ulfil 

'. lOi'o a CO-. - .- -1,1.'.; cue. One result 
th'-t t”.'-.' ;*■'• '.iche.sl countries 
•i.,’'C tieve: !,i!iy rj the problem of 
■■oye.-; indeed, ;> ;■ v-'pee again a serums 
'rif- growinj', menaci. .n many parts of the 
•."e.si. tn the pout n-moiis. this set of ar¬ 
rangement heips to Keep in place the ironic 
situation questioned by Pierre Spit/., 
another LINRiSI' re-.earcher, in the Inter¬ 
national Social Science Journal in 1978: 
■‘How b It that the men and women 
who sowed the seeds, harvested the crops 
and minded the herds have perished foi 
lack of food? How is it that they died of 
hunger in those pans of the world, 
whereas most of the people who do not 
produce foodstuffs were spared?" 

1 he book’s major shortcoming is that 
It does not deal explicitly with such 
systemic influences, even though it 
touches upon tliem throughout. Indeed, 
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eschews questions of private versus public 
property, market forces versus central 
planning, and capitalism versus socialism 
as "grossly misleading simplifications” 
(p 9), relegating them to the status of 
“pseudo-dilemmas” (pp 255-59). Here he 
does the wrong thing for the right reason. 
It IS true, as he says, that most societies 
are a mixture of private and public, of 
markets and planning, and that, as far as 
food <u.H.'urity is concerned, differing com¬ 
binations of all these attributes have been 
present in successful and unsuccessful 
coiinirics. It is also true that there are very 
few. if any. clear variants of one or the 
othe. social sy^siem or mode of production 
(cssc.'bally capitalism and socialism in 
our Ji2y an-d age). And there is no doubt 
cither iha! many debates formulated in 
these terms tend to be trite and dogmatic 
But none of this is reason to warrant 
dismissing the distinctions themselves as 
spurious. If practice is complex and not so 
easily categorisable, our ways of thinking 
about it imperfect and wanting, and seme 
of the people involved narrow-minded and 
obstinate, then the redress is to recognise 
ihe.sc failings and remedy them, and not 
ncremiitoi ly to declare them inconse¬ 
quential V invalid, t'apiialist societies 
that ? • br.iivy on public planning turn out 
to H.: q-u:; i ffcrent to socialist ones that 
invo. ■■; itierkcts, even though both plans 
and u 'crkets are present in both. It mal- 
teis very much what is the ba.se and what 
the enlargement. 

It is clear from Barraclough’s treatment 
of the topic that the answer to the ques¬ 
tion posed in his title is a resounding no, 
at lea.st for the indefinite future. It is a pity 
that he does not state as much clearly and 
unequivocally somewhere in the book. We 
desperately need voices of his calibre and 
standing to constantly point out the acute 
and deteriorating nature of the interna¬ 
tional food problem. Too many others are 
either paying no attention at all, or sug¬ 
gesting by omission that it will be adcy^ 
quaicly resolved, in a not loo untoward 
length of lime, by staying the course that 
we have currently set. This expectation is 
incontroveitibiy wrong. Judging from this 
superior book, Barraclough seems to 
lielieve so. It would have been ideal to hear 
It in his own words. 

This is a very deep, very informative, 
and very reflective statement by a person 
of enormous experience, sagacity, com¬ 
passion and honesty, on arguably the most 
important human topic of our day. Pro¬ 
fessional and lay person will benefit enor¬ 
mously from a consideration of its con¬ 
tents. We cannot go on as usual in this 
area. Barraclough’s analyses must be a 
critical element in how we decide to move 
in fhe future. 
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India’s Rouble Debt and Depreciating Rouble 

INirmul Kumar (Chandra 

This paper assesses the India-Russia agreement on the size and moduiiiies o f repayment of India’s rouble debt 
from two different angles. The first consists of examining the distribution <<l the gains of India’s trade with the 
former Soviet Union. The focus is on the unit values of the commodities exchanged, particularly our arms im¬ 
ports financed through Soviet credits. The other aspect concerns the nuiurc of the rouble as a currency up to 
1989 and after, on which score there apiwars to be very widespread nusco-u eption 


SINCEiniU-1990india is living undi-rlhe 
shadow of a large external debt in hard 
currency that has transformed the eco¬ 
nomic scenario beyond recognition. Our 
debt to the erstwhile liSSK was initially 
tucked away from the public view; nego¬ 
tiations about the size and modalities of 
repayment were, however, going on be¬ 
tween India and the USSR, and later Rus¬ 
sia as the successor state, over a number of 
years. When the agreement was finally 
reached in January 1993, the general view 
in India was that our government had con¬ 
ceded everything. The critics were per¬ 
plexed by the Indian government accept¬ 
ing the Russian position that ^.9 billion 
roubles (bn rb) of debt be converted into 
bard currency, not at the Moscow auction 
rate of488 rb/$ as of January last, but at the 
‘old’ ‘unchanging’ Soviet official rate of 
0.78 rb/.$ at end-1989. Outside the govern¬ 
ment, only a handful defended the agree¬ 
ment. 

The object of the paper is to assess the 
controversy against a broader canvas. Be¬ 
tween any two inconvertible currencies 
like the rouble and the rupee, it is ex¬ 
tremely difficult to establish a mutually 
satisfactory rate except through the inter¬ 
mediation of some hard currency, say the 
US dollar. So long as the par values of the 
first two in terms of the ..'olUr remsi- 
stable, it is relatively easy to cciUnvi! ■ v'tiy 
some initially agreed exebange i.!!.;, Dif¬ 
ficult problems arise when the p.'ir vaiiic of 
one or both the currencies change^, in u 
marked fashion. Indeed, such was ihccas.e 
with tlie rupee devaluing rapidly since the 
mid-1980s, and the far more dramatic de¬ 
preciation of the rouble (as evidenced by 
the Moscow auction rate) since 1989. 

Here I approach the issue from two dif¬ 
ferent angles. The first consists of exam¬ 
ining the distribution of gains in Indo- 
Soviet trade. The focus is on the unit- 
values of the commodities exchanged, par¬ 
ticularly of our arms imports financed 
through Soviet credits. The other aspect 
concerns the nature of the rouble as a 
currency up to 1989 and after; unfortu¬ 
nately, there is very widespread miscon- 


ceptHm on thi.s score. 

The jvjpcr begins by spelling out the key 
teims ol the January 1993 agreement 1-e- 
iwccii India and Russia. In the following 
section the analytical approach of this 
pupci is elaborated. Section III is on the 
valuation of Soviet arms cx|xirts. The 
theme of Section IV is the nature of the 
rouble as a currency till 1989. Next, some 
of the recent studies on the purchasing 
power parity of the rouble is summarised 
Post-1989 changes in the scenario for the 
rouble arc described in Section VI, fol¬ 
lowed by conclusions on the Indo-Russian 
agreement. 

I 

The Agreement 

According to the Economic .Vwn-ey 1992- 
93 (p 119), "India’s debt to the cr.<-tv;hilc 
USSR stood at about 9.871 billion roubles 
at the’end of iMatch 1992—8-899 billion 
roublc.s incurred for defence import.^ and 
the rest fur civilian imports. As per the 
recently concluded negotiation, this debt, 
to be denominated henceforth in rupees, 
has been valued at Rs 31,342 crorc. Of 
this, Rs 19,660 crorc is to be repaid as per 
the existing schedule. The remaining Rs 
11,682 crorc will bear no interest and is to 
I- ' repaid over the next 45 years. The 
:. .gutiations have resulted in a net reduc¬ 
tion in the debt owed to the former Soviet 
Union according to the 1978 Protocol, by 
about 32 percent.” 

The Economic Times (January 30,1993) 
reported; (a) The same volume of rouble- 
denominated debt was valued at Rs 19.90/ 
rb on December 31,1989 leading to a ru¬ 
pee figure of Rs 19,660 crore, and at Rs 
3t.78/rb on March 31, 1992, enhancing 
the total to Rs 31,342 crorc. (b) Rs 19,660 
enrre will be repaid in 12 years, carrying 
an annual interest of 2.4 |Kr cent on the 
outstanding amounts, but the rupee mag¬ 
nitudes of debt servicing will be 
redesignated in units of .SDK (Speci:*.! 
Drawing Rights), (c) Tlic bahiiicc ut Rs 
11,682 crorc will be repaid withuui inter¬ 
est in 45 years, i c. Rs 2W crorc pci year. 


I or the first five years the repayment will 
be in rupees irrespective of the exchange 
r.ile Subsc(|uciuly. the sum of Rs 260' 
erure will be redesignated in SDR units, if 
the Rs/SDR rate rises by more than 3 per 
cent per annum. Considering the Rs/$ 
rates (the weighted average of official and 
market rales) published in ibcAnnualRe- 
ports of the Reserve Bank of India, it ii 
evident that India implicitly acquiesced in 
a .$/ib rule of 1.28 on December 31, 1989 
and a more favourable 1.09 on March 31, 
1992, the weighted average being 1.21. 

One must now took at the 1978 protocol, 
the main features of which were summ¬ 
arised in the Reserve Bank of India Bulle¬ 
tin, February 1979 (pp 100-01). (a) The 
two governments changed the 'commer' 
cial’ exchange rate to Rs 10/rb from No¬ 
vember 25, 1978. against the earlier Rs 
8.33/rb. Further, “the rupee-rouble rate it 
subject to revision from time to time”, (b) 
In “contracts where the period of imple¬ 
mentation is one year ot less, no rouble- 
rupee or any other exchange variation/ 
protection clause shall be provided and 
the prices shall be expressed only in In¬ 
dian rupees.” (c) "When the period of 
implementation of a contract is more than 
one year and where the contract price is 
designated in Indian rupees and also re¬ 
lated to the exchange rate between the 
rouble and the rupee, the exchange varia¬ 
tion is to he provided. Accordingly, if on 
(.■-e date of payment under the contract, the 
':.v'hangc rate between the rouble and the 
nvee is different from the exchange rate 
olitaiaing on the date of conclusion of the 
cu;;iract, the quantum of payment to be 
made shall be adjusted in proportion to the 
exchange rate between the rouble and the 
rupee.” (d) ”Tlic two governments have 
also agreed that the new rouUe-rupee ex¬ 
change rale shall not apply to non-com¬ 
mercial transactions between the two coun¬ 
tries.” 

In the 1978 protocol, India agreed to a 
rule of Rs 10/rb, when a US dollar was 
equivalent to Rs 8.23; implicitly she ac- 
cepteo a S/rb rale of 1.22. Around that 
time the official .Soviet exchange rale for 
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teommcretal (foreign trade) tranaaetiona 
averaged $1.46/rb in 1978 or $U3/rt> in 
1979, implying a cross rate of Rs 12.02> 
12.S0/rb (ITS 1988], Thus in the 1978 
agreement the Soviets apparently made a 
significant concession to the tune of about 
20 per cent on the Rs/rb exchange rate; as 
shown later in Section VI, this is not a 
correct inference. 

(doming to the latest agreement, the In¬ 
dian government has claimed that the ini- 
tial amortisation payment (in Rs crore) 
which should have been 3,364 (*31342/ 
12-t-31342*0.024) in terms of the earlier 
protocol, has been reduced by nearly 30 
per cent to 2,370 (-19660/12+19660* 
0.024+11682/4S) {The Economic Times, 
January 30,1993). This is entirely due to 
the longer maturity of the rescheduled part 
of the loan. To get an idea of the 'real' 
reduction, it is more appropriate to com¬ 
pare the net present value (NPV) of the 
payment obligations over the entire stretch 
of 4S years. The'NPV, it is well known, is 
highly sensitive to the choice of the dis¬ 
count rate. Tlic new agreement provides 
for a 2.4 per cent interest rate for the non- 
rescheduled part of the loan, which may be 
taken as the lower bound of the discount 
rate; one finds from the World Bank esti¬ 
mate that the average interest rate on 
India's external debt increased from 5.3 
percent in 1988-89toS.8percentin 1990- 
91 (RBI 1992; 49, S2] and hence another 
discount rate of S per cent from the Indian 
perspective may be reckoned with. At the 
lower discount rate, the NPV in rupees 
crore is redu^d from 31,342 to 26,756 or 
by 14.6 per cent, while at the higher rate 
the corresponding reduction is from27,081 
to 21,602 or by 20.2 per cent. The claim in 
die Economic Survey 1992-93 that the 
debt has been reduced by 32 per cent is 
exaggerated. At this stage a caveat is in 
order. The calculations just presented as¬ 
sume an unchanged Rs/SDR parity as on 
March 31, 1992. Apart from the small 
sum of Rs 260 crore payable annually over 
the first five years, the rest of the debt 
service oBligations should go up pari passu 
with the devaluation of the rupee. 

In parentheses one must point to the 
•misleadinrniture of the ubies on external 
debt in the Econonuc Survey 1992 93 (p 
118, 5-107), as these excluded the rouble 
debt as well as another $2.18 bn owed in 
hard currency for defence purchases. Reck¬ 
oned at the weighted average of the offi¬ 
cial (40 per cent) and market (60 per cent) 
rates of Rs 29.09/$ on March 31,1992, the 
former amounted to $10.77 bn. Thus 
India's total debt (excluding those with a 
maturity under six months) at end-Sep- 
tember 1992 was not $71.1 bn as re- 
pofted,t>ut 18 per cent higher at $84.1 bn. 
Adding toil an incremental debt of at least 
S2.0 bn during the latter half of 1992-93. 


the year-end figwe should be around $86 
billion or Rs 266,755 crore at the ex¬ 
change rate of Rs 31.00/$. If one accepts 
the size of 1992-93 GDP forecast by the 
government, the debl-GDP ratio should 
exceed 40 per cent on March 31. 1993 as 
against 27.3 per cent shown in the same 
document for 1991-92. India is likely to 
graduate within a year or two from the 
‘moderately indebted’ to the more exalted 
'severely indebted' status under the World 
Bank classification! But that is another 
story that need not detain ui^bere. 

n 

The Approach 

As I intend to use the analytical frame¬ 
work of an earlier study (Chandra 1977] 
on Soviet trade with the main third world 
partners, the earlier approach and conclu¬ 
sions may be recapitulated, (a) Looking at 
the latter's opportunity costs of exporting 
to, and importing from, the US.SR, 1 ac¬ 
cepted other scholars' findings that the 
third world countries gained on the price 
front some S-10 per cent as again.st what 
they paid to or received in hard currency 
from the west, (b) In the early 197Us the 
Soviets gained much more. While they 
charged reasonably for their export of. 
primary commodities, including fuel, and 
certain manufactures, they overpriced the 
machineiy supplied. Comparison of the 
units values of Soviet machinery exports 
to three sets of countries, namely, the 
west, other CMEA (Council of Mutual 
Economic Assistance) countries and Uic 
third wwld, all based on official Soviet 
statistics, showed that the last two sets 
paid roughly similar prices, exceeding 
those realised from the west by anywhere 
between 36 and 68 per cent during the 
years 1971-74. (c) “Had the third world 
countries been able to obtain their imports 
from' the USSR at prices no higher than 
what the latter has been realising from the 
western countries, the question of an ap¬ 
propriate rate of exchange between Uic 
rouble and the rupee or other third world 
currencies would have been of purely aca¬ 
demic interest" (pp 119-20). (d)Iiia sense, 
the USSR “maintains an artificially high 
value of the rouble, not in relation to trade 
in bard currencies, but as against incon¬ 
vertible third world currencies. This be¬ 
comes particularly burdensome at times 
of aid repayments if in the meanwhile, the 
latter undergo devaluation under external 
pressure “ (p 122). I cited a number of 
westera, Soviet and cast European stud¬ 
ies, taking into account Soviet domestic 
and foreign trade prices; these showed 
that the Soviet official exchange rate of 
0.9 rb/$ was not out of alignment with the 
purchasing power parities (PH*). Now 
Kravis (1976) found that vis-a-vis the dol¬ 


lar, the PPP of the lodiait itipee iA 1970 
was 255 per cent higher than its nominal 
value. It followed that the PPP-based 
rupee-rouble rate should have been fixed 
at a far lower level than was agreed be¬ 
tween the two governments, (e) My over¬ 
all conclusion was that there was an un¬ 
equal distribution of gains in the trade 
between the USSR and the third world in 
favour of the former. Tlie practical alta- 
native, I felt, was for the latter to “try and 
bring down the import prices of Soviet 
machinery". (Chandra 1977:111). 

The keystone of the argument was the 
overpricing (vis-a-vis their world market 
prices) of Soviet machinery. In a subse¬ 
quent 1983 study by Marrese and Vanous 
(cited in Oietz 1986), the percentage 
overvaluation in Soviet machinery export 
to the CMEA was put even higher at 108- 
143 per cent during 1970-78, on the premise 
that “the quality of manufactures traded 
between CMEA countries is lower than on 
the world market by 25-60 per cent". 
These higher estimates have, however, 
been questioned by several scholars, in¬ 
cluding Dietz (1986). Further, my point of 
leference was very different from that of 
Marrese and Vanous; it is unlikely that the 
U.SSR supplied machinery , of different 
qualities—one for export to the west, and 
another for the domestic, CMEA or third 
world markets. 

My hypothesis seems to have been vin¬ 
dicated by the actual course of develop¬ 
ment. By thclate 197Us. India's import of 
Soviet machinery dropped to a trickle, 
very few new projects In the civilian sec¬ 
tors were undertaken with Soviet technol¬ 
ogy, and the technologicalgapof the USSR 
vis-a-vis the west came to be widely dis¬ 
cussed within and outside the USSR. A 
few years ago in the wake of our rising 
surplus in rouble trade, the Indian govern¬ 
ment sent private sector delegations to the 
USSR in scaicli of iiiacl'iinciy, but they all 
came buck empty-handed. However,, ci¬ 
vilian items account for under 10 per cent 
of our present rouble debt; military sup¬ 
plies formed the bulk of non-standard 
Soviet exports and of the outstanding credit 
to India. Hence the crucial question is to 
ascertain whether or not Soviet weapons 
were reasonably priced. Tliis is the theme 
of the following section. I assume, as 
before, that all other trade transactions 
between India and the USSR took place at 
transparent world market prices, leaving 
little scope for an unequal distribution of 
gains. 

ni 

Soviet Arms Exports 

The annual studies by the SIPRI 
(Stockholm International Peace Research 
Institute) since the late 1960s have gained 
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wiac recugmuuo uojccuve , loouga 
other agencies and scholars do not neces¬ 
sarily endorse the findings. Indeed, some 
of the latter are discussed in different 
year-books of the SIPRl. Although I was 
unable to consult the sources, notably the 
estimates of the US Arms Control and 
Disarmament Agency, it may not be a 
major shortcoming in the present context. 

The SIPRI data on arms trade comprises 
trade in ‘major’ weapons to the exclusion 
of small arms; the former also cover im¬ 
ported raw materials, components, etc, 
needed for the local production of major 
weapons (e g, the MIG fighters in India) 
undo' licence from another country. The 
method of valuation is. however, quite 
unusual and often causes confusion among 
unwary readers. Unlike official trade data 
reflecting actual prices paid or obtained, 
the SIPRl's object is to measure "the trend 
over time both in the quantity and quality 
of arms traded". As a result, the SIPRI 
consciously depg^tod from actual delivery 
prices, and devis^ its own method of 
evaluation [SIPRI 1990:310], 

Back in 1968 a long list of weapons was 
drawn up along with the actual US dollar 
prices, wherever possible. Next, the ac¬ 
tual prices were adjusted for ‘weight, speed 
and role’ of every category of weapons in 
order to establish a sort of ‘uniform’ 1968 
price for each. Ihe technical characteris¬ 
tics of each weapons system were as¬ 
sessed by experts from different wings of 
the Swedish armed forces. The SIPRI 
later shifted the constant base year price to 
1973 and then to 1975, by allowing for an 
increase ip costs measur^ by the ‘whole¬ 
sale price index’; in arriving at the overall 
inflation rate, the weights assigned were 
60 per cent for the US index, and 20 per 
cent each for France and the UK, the two 
other major western suppliers [SIPRI 
1983:354-55]. There were minor changes 
in the method over the next 10 years. 

Before shifting the base from 1985 to 
1990, a thorough revaluation of 4,500 
weapons systems was undertaken in 1987. 
A general mark-up for 1990 costs was 
based on the US department of defence 
deflators over the years, 1985-90. The 
overall inflation rate during the 
quinquennium came to 19.1 per cent that 
todt into account; (a) the producers' price 
index for machinery in the western coun¬ 
tries that were among the largest exporters 
of arms; and (b) the changing exchange 
rates between these currencies [SIPRI 
1992:354-56]. 

Fot Soviet weapons, the SIPRI estab¬ 
lishes their technical equivalence in terms 
of western weapons and applies the west¬ 
ern prices. As a result, the SIPRI valua¬ 
tion in US dollars of Soviet exports “tend 
to be higher than their quoted prices”. By 
‘quoted prices’ is meant the rouble prices 
convert^ into dollars at the Soviet offi¬ 


cial rote oi exenange. 

At constant 1985 dollars, as shown in 
Table 1, the SIPRI estimated the Soviet 
exports during 1986-90 to all countries at 
$60.8 bn; since there was a 19.1 per cent 
inflation, the value at constant 1990 dol¬ 
lars comes to $72.4 bn. lliis may be com¬ 
pared to the Soviet official »iatcmcnt, 
perhaps for the first time, in early January 
1991 that the USSR had exported to all 
countries during the ‘past five years’ (pre¬ 
sumably, 1986-90), anns worth 56.7 bn 
rb, including a gift of 8.5 bn rb (E S 
Belousov, deputy chairman, USSR coun¬ 
cil of ministers, cited in SIPRI 1991, p 
212). As there is little.evidcnce of infla¬ 
tion in the prices of Soviet weapons, the 
aggregate value of export should have 
bran the same at the current 1990 prices. 
Combining the Soviet and SIPRI figures, 
one arrives at the ‘SIPRI exchange rate' of 
$1.28/rb for arms export. For Soviet ex¬ 
ports to India, I have the SIPRI estimate 
for 1986-90, but none from the Soviet 
side; the fig lire of 8,899 mn rb refers to the 
outstanding credit, but not to the arms 
flow which may have been larger. Hence 
1 shall presume that the same SIPRI rate of 
$1.28/rb applies to India as well, which 
equals the rate recently agreed between 
India and Russia for ehd-1989. 

How reliable are the SIPRI values in 
dollars or the Soviet rouble figures? In¬ 
deed, for Soviet military expenditure as a 
whole, there has long been a vast discrep¬ 
ancy between the budget figures and west¬ 
ern estimates. In 1989 Gorbachev himself 
disclosed the ‘true’ figure of 77 bn rb 
against 20.9 bn rb earlier reported in the 
Soviet budget, the SIPRl’s ex ante (in 
December 1988) estimate for 1989 was 
88-96 bn rb, which was enhanced ex post 
to 100-105 bn rb or S 263-276 bn at the 
SIPRl’s ‘militaty PPP’ of $ 2.5/rb. west¬ 
ern intelligence sources put the Soviet 
outlays even higher at 120 bn rb. Tlic 
SIPRI was, however, critical of the in¬ 
flated dollar estimates of Soviet defence 
outlays by the Central Intelligence Agency 


(OA), as the latter “considers the doitu 
cost of replicating the Soviet armed forces 
in US, i e, equivalent US wage costs. This 
would also raise the defence burden [i e, 
defence outlays as a ratio of the GNP) foi 
France and Germany” [SIPRI 1990:162- 
64; SIPRI 1991:145], On the other hand, 
it has been argued by Steinberg (1992) 
that the ClA underestimated the rouble 
costs of the defence sector insofar as ‘ ‘there 
exists secret wage subsidies in defence 
indusuy, not included in the official de¬ 
fence expenditure". 

Notwithstanding the controversy on the 
rouble costs of the overall Soviet oullayi 
on defence, none of the contending schd 
ars or agencies, to my knowledge, bavi 
suggested that there was an upward o; 
downward bias in the official (rouble 
valuation of arms exported. It is possiUi 
that the Cl A or the NATO or the indi vidua 
scholars never addressed themselves ti 
this question. One cannot rule out alto 
geiber the possibility that the Soviet au 
thoritics may have underpriced their weap 
ons in roubles either because they blindly 
followed the norms for domestic costinj 
or because they wanted to expand thei 
market share. On the other hand, sine* 
many of the buyers were ‘captive* clients 
the Soviets might have got away with i 
premium over costs. 

If the Soviets had, indeed, undcrpricei 
their arms supplies in terms of roubles 
one can in the present context ignore it si 
long as the Russians do not ask for at 
upward revision in the rouble value of tb 
debt. What needs to be investigated i 
whether the USSR bad overcharged, ti 
fccting the SIPRI valuation of Soviet arm 
export. Actually, the SIPRI estimates o 
Soviet arms export to the third world ar 
significantly lower than the QA's. Fb 
the overlapping years for wbicb the twi 
sets of figures are available (Table I), tb< 
latter exceeds the former by 120percen 
ill 1984, 48 per cent in 1986, and 120 pe 
cent in 19X8; the fact that the CIA esti 
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1990 
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3940 
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- 
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17745 
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10440 
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• 

Ibird WirW^ 

* 


a, 
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3S16 
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nates are in current dollars, while those of 
be SIPKI are at constant 198S dollars, 
would call for only a small correction of 
bese percentages The SIPRl believes 
hat the CIA estimates are biased upwards, 
ind that its Vrb exchange rate is inappro- 
)riate [SIPRl 1991; 186-871. It thus fol- 
ows that the SlPKI's dollar figures on 
Soviet arms export to the third world arc 
lot arlificiallv high. 

In recent years the SIPRl hav provided 
:oinpar'ativc cost Hgurcs for particular 
weapons, (a) At a joint press conference 
D June 1989 with the US Admiral W J 
Zrowe, the Soviet General Moiseyev 
riaimed that their freight aircraft SU-2S 
;o8ts only S-8 mn rb against .$28 mn for an 
'-16. At the SIPRl ‘military PPP' rate of 
i 2.5/rb, the former works out to a little 
iver 50 per cent of the latter. The SIPRl 
ittributed the huge difference to 
foldplating' (incorporating inessential but 
lifh-cost features in P-lb), coiTuption, 
ost-plus pricing; and excessive profit rates 
uevalcnt in the US defence industry. 
Uternatively, the Soviet fighter might 
iBve been underpriced ISIFRl 1990:165]. 
b} It was gathered from the Polish de- 
ence ministry that: (i) the Soviet fighter 
lircraft MlG-29 cost $ 18-25 mn each as 
igainst $ 21 -25 mn for an F-16. and S 26- 
'0 mn fur the French Mirage 2(XX); (ii) 
he Soviet tank T-72 cost S 0.4 mn against 
12.6 mn for the German Lcopard-2, and $ 
J.7 mn for the American Abrams; (iii) the 
Zsech armoured vehicle B WP-2 cost $ 0.5 
nn against $1.2 mn for the American M- 
t Bradley, (c) An American study showed 
JMt as against a 1975 cost of $ 15 mn for 
m F-16, a MlG-23 produced in the US 
would have cost no more than S 5 mn. (d) 
fhe SIPRl surmised that the Soviets may 
lot have covered cost foi many weapons; 
I study by the RAND Corporation, USA, 
lUpported this conjecture for naval thips 
ind helicopters, but not for tanks and 
actical aircraft [SIPRl 1992:209-12]. 

The preceding discussion may be 
ummarised as follows: 

1 On the dollar valuation of Soviet arms 
exports to the third wcH'ld, the cstima-. 
tes by the SIPRl arc the lowest among 
the western agencies, and also the least 
unreliable. 

2 For 1986-90, the SIPRl estimated the 
parity rate for Soviet arms export to 
all countries at $ 1.28/rb, which is clo¬ 
se to the implicit S/rb rate under the 
1993 Indo-Russian agreement. 

3 The actual prices for individual wcap. 
ons quoted by the Soviets for their 
exports were often lower than the‘uni¬ 
form* or notional prices of the SIPRl. 

4 On the whole, there is no evidence of 
Russians having overcharged for their 
arms supplies to India. 


IV 

Rouble till 1989 

The Soviet rouble (along with the cur¬ 
rencies of other centrally planned econo¬ 
mics) is quite unlike others, convertible or 
inconvertible. It is best brought out by 
contrasting the rouble as it was till 1989, 
and our rupee. Both were primarily used 
as legal tender for transactions within the 
country; legally, neither currency could 
be taken out of, or brought into, the coun¬ 
try; the exchange rate vis-a-vis the dollar 
(or other hard currencies) was fixed by the 
respective government; an ordinary citi¬ 
zen going abroad was allowed to buy only 
a small quantity of dollars; capital trans¬ 
fers were banned. TTiere was also a black 
market in currency in both countries; about 
the Soviet black market more will be said 
later. Here the similarities end. 

Till 1990, the USSR had a highly 
centralised planning system. All domes¬ 
tic prices (barring those on the kolkhoz 
market) were set arbitrarily by the govern¬ 
ment, and insulated frorti domestic sup¬ 
ply-demand imbalances or world prices 
thanks to the complete state monopoly of 
foreign trade. TTie foreign trade agencies 
bought exportables from domestic firms 
at local prices, and also sold imported 
wares at domestic prices; individual en¬ 
terprises had hardly any incentive to ex¬ 
port or save on impc>rt, but were encour¬ 
aged to fulfil, if not exceed, the output and 
delivery targets as laid down in the plan.' 
Thus the external value of the rouble hud 
no impact on the bonuses offered to the 
enterprise personnel; nor did it affect the 
planning of foreign trade by central or¬ 
gans. By contrast, although India main¬ 
tained a system of elaborate controls by 
the state over foreign trade, the actual 
decision to import or export remained 
with individual firms, public or private, 
that were profit-oriented. Prices in I,idia 
were only partially protected against trcnd.<i 
in international markets. Variations in the 
exchange rate of the rupee may or may not 
have affected the aggregate levels of ex¬ 
port (import), but these certainly had a 
major impact on the profit rates earned by 
exporters (importers) unless there a 
countervailing tax on export (import) In 
other words, India was much more of a 
market than a centrally planned economy,' 
and the exchange rate of the rupee played 
a very significant role in many seclois. 

A couple of examples may bring the 
differences between the rupee and the 
rouble into sharper focus. Since Indian 
shrimps found an export outlet since the 
1970s, domestic prices shot up; a similar 
development in the USSR would mean 
just longer queues fur the consumers with¬ 
out a rise in price. In lea, although the 


government has kept the export volume 
under control, domestic prices flared upin 
sympathy with movements in international 
prices in the late 1980s. On many occa¬ 
sions, the Indian government imported 
large quantities of wheat as a means to 
stabilise domestic prices of wheat and 
other cereals. No parallels could be found 
in the USSR, as the state maintained fixed 
prices for most goods and services over 
the decades. Large-scale import of wheat 
into the USSR since 1972 was designed to 
supplement the domestic availability of 
milk, meat, etc. Lastly, smuggling into 
India augmented the annual domestic sup¬ 
ply of a number of goods like gold, syn¬ 
thetic textiles, consumer electronics, etc, 
which directly or indirectly affected local 
prices; but smuggling of goods into or out 
of the USSR was rather insignificant till 
Ihc la.si couple of years. 

In 1961 Ktirushchev introduced the‘new’ 
rouble with a notional gold content of 
0.987 gramme; since the US had pegged 
the gold price at S 35 per ounce, offering 
to sell any amount of gold at (hat price, (he 
exchange value of the rouble was fixed at 
S 1.11 by the Soviets. (Once the dollar lost 
its gold moorings in late 1971, the Soviet 
government announced from time to time 
the exchange rate between the rouble and 
the dollar or other hard currencies, al¬ 
though the S/rb rate generally moved in 
sympathy with the dollar value of one 
SDR, (he rouble was not tied either to the 
SDR or to the fluctuating price of gold ii. 
the international market. In practice, the 
official conversion rate for Soviet trade 
flows in $/rb varied from 1.11 in 1970, to 
1.33 in 1975, 1.52 in 1980, 1.30 in 1985, 
1.63 in 1988 and 1.58 in 1989 [ITS 1988; 
UNESCO 1991). 

Given the sharp differences between the 
domestic and foreign prices, the unique 
rate of exchange hardly helped (he central 
planners to maximise the benefits from 
foreign trade. In Poland the exchange rate 
of the zloty was fixed just as arbitrarily as 
the Soviet rouble at 25 zl/$ in the late 
195Us. T he Polish centra) planners, nota¬ 
bly M Kalecki (and his team) working on 
ihc Pcr.spective Plan, 1960-75, employed 
‘efficiency’ norms for foreign trade dif¬ 
ferentiated by branches; it was observed 
that in o/der to earn one dollar through 
export, (he domestic outlays (net of subsi 
dies and taxes) ranged from 30 zl for 
machinery to as much as 80-90 zl for food 
products [Chandra 1967], More elaborate 
calculation of such braiichwise norms or 
conversion coefficients between ‘inter¬ 
nal’ and ‘foreign exchange* (dewizowy) 
zlotys followed. There is a strong family 
resemblance between these conversion co¬ 
efficients, and the western economists’ 
‘domestic resource costs’ (DRC) or its 
earlier version, ‘effective rate of protec- 



(KM)' (KKi';. II teems inai me cki* was 
first operationalised around 1963 
[Bhagwati and Detai 1970: 3:6], or sev¬ 
eral years after Kalecki and his team. The 
differences between the Polish norms and 
the western ERP are substantial. The latter 
aimed at removing (he distortionary ef¬ 
fects of differential tariffs and quantita¬ 
tive restrictions on the import of various 
goods, in order to measure the efficiency 
of domestic manufacturing vis a-\is in¬ 
ternational producers; in DRC the calcula¬ 
tion is similar except that the imperfec¬ 
tions of (he domestic market for non- 
traded goods and services (including 
labour and capital costs) are eliminated by 
utilising 'shadow' prices for the latter. In 
centrally planned economics there was no 
need for import tariffs or quantitative re¬ 
strictions; if one assumes that the domes¬ 
tic price structure reflects the planners' 
preference, which may not always be true, 
then the conversion coefficient is close to 
the DRC for an industry. 

The Soviet planners took up the Polish- 
type exercise with a considerable time lag. 
Their practical usefulness was severely 
circumscribed by the rigidities of a com¬ 
mand economy; hardly less important 
was the systematic political discrimina¬ 
tion by the NATO powers against import 
of manufactures from the eastern bloc 
which was keen to export much larger 
quantities of these goods for a variety of 
reasons, (i) The domestic costs being low, 
the suppliers were willing to sell the prod¬ 
ucts (from machines to cars, textiles, etc), 
even at a discount against the prevailing 
western prices, (it) Fair competition in the 
wcMld market would have enabled the ex¬ 
porters to improve upon their quality, 
thereby reducing the technology gap. The 
west in its turn, was detennined to prevent 
the last on military, political as well as 
economic grounds. Had the global market 
been anywhere as free as liberal theology 
makes one believe, there was a distinct 
possibility that the eastern bloc could 
emerge as a much stronger manufacturing 
power, challenging the domination of the 
west. Furthermore, since (he USSR et al 
were compelled to restrict themselves to 
primary commodities in their ei^rt to the 
west, the former were competing in effect 
with the third world in western markets, 
strengthening (he fences leading to a secu¬ 
lar decline in the global terms of trade 
between primary commodities and manu¬ 
factures. 

In the wake of the perestroika a post- 
1968 Hungarian-type reform was at¬ 
tempted from 1987, and individual firms 
were encouraged to export on their own, 
utilising the conversion coefficients be¬ 
tween the ‘internal rouble' (IR) and the 
'foreign exchange'('valyutnaya') rouble 
(VR) established the central aulhori- 


iies. i:xi.K)r(ers couia retain a pan oi me 
VR in Older to meet their import require¬ 
ments; but (be ratio varied according to 
the nature and/or purpose of (be impt^ri 
Tims, aguinst an earning of one VK. a 
tractor exporter could import western 
equipment worth 0.46 VR, while an ex¬ 
porter of tourist automobiles could import 
goods worth as much as 1.92 VR. Up to 
4,000 such convei'siuri co-cfficients were 
in vogue between 1987 and 1989, ranging 
widely from 0.2 to6.61Rper VR; actually, 
the ratios of domestic wholesale to inter¬ 
national prices were even wider from 0,03 
to 50.0 IK/VR for different products of the 
mechanical engineering industry in 1988 
The post-1987 conversion coefficients 
were also changed frequently, up to three 
times a year, causing a great deal of con¬ 
fusion all round. 1'he new system made 
little headway, contributing only about 10 
per cent of total export at the end ot 1989. 
Moreover, the existing system was caus¬ 
ing a drain on the state budget; an earlier 
1985 study by the Gosplan covering the 
whole of foreign trade estimaied'lhe over¬ 
all IR/VR ratio at 1.4 (Ricoeur 1991; 53}. 
In 1988 it was found that although the 
USSR had trade surplus of 2.1 bn VR, the 
centralised trade agencies incurred a stag¬ 
gering deficit of 50 bn IR fLushin 1991: 
7]. 

Hence the government decided in 1989 
to move over to a more manageable sys- 
tem in the near term While the c>fficial 
rate remained unchanged at 0.62 rb/.$, a 
‘commercial’ rate with 100 per cent pre¬ 
mium, ie. 1.24 rb/S would be established, 
the effective rb/S rates, however, would 
be 0.6 for raw materials and basic gcHids. 
and 3.0 manufactures. Two othci deci¬ 
sions were implemented immediately, (i) 
A ‘non-commercial’ rate for foreign (oui - 
ists and residents was introduced for the 
first time al 6.26 rb/S. (ii) The Moscow 
Interbank Currency Exchange was set up 
to bold regular auctions at which dollars 
were to be bought and sold against IR. In 
the western media, the introduction of (he 
commercial rate was interpreted as 50 pci 
cent devaluation, the tourist rate as 90 per 
cent devaluation, and so on. Few noted 
that for raw materials, etc, there was no 
’devaluation’ at all. What really happened 
was that a system of multiple exchange 
rates was formalised, more freedom to 
dispose of dollars was given to exporting 
firms, and foreign tourists got an attrac¬ 
tive conversion rate to wean (hem away 
from the black market. Further, (he auc¬ 
tions were in no way free; these ‘ ‘are only 
open to certain enterprises, and hence the 
price of hard currency is indirectly re¬ 
stricted by administrative fiat and would 
hardly be allowed to rife too high. It is, 
therehrre, a small and distorted market” 
[Aslund 1991 a : 19]. At the first auction 


in . -! ivov, me aciuai raic was 

9.57 thru <. 1 ,,ti! the Auction Committee 
data , !i >' -.i lb. t many firms wore pre¬ 
pared ;■ : j t- i to 17.0 rb/$; the volume 
trail:, K K* i .a\ unere$0.88mn (Ricoeur 

19‘'; - .j 

Fir r-'!' \ decades now there is a parallel 
or black ni .rkcl in dollars. Back in 1970. 
this late WM:, reported at 5.92 rh/$ [Kidron 
1972. 31 J, or almost 6.5 times the official 
rale. I my'flf observed in mid-l98l that 
in Moscow it was still around 6rb, whereas 
in Warsaw one could sell a dollar for 300 
zl, and buy a rouble for 20 zl. yielding a 
cross rate of IS rb/$. In general, scholars 
do not consider this rate as a meaningful 
exchange rate for evaluating the Soviet 
trade flows or national income or con¬ 
sumption, etc. As Nove (1986, p 288) put 
it succinctly, such dollars were bought by 
Soviet citizens either to acquire foreign 
consumer goods like whisky, jeans, con¬ 
sumer electronics, etc, available only at 
special hard currency shops, or to supple¬ 
ment me meagre amounts released by (be 
Gosbank lor those travelling abroad. One 
may add that the black market supply of 
dollars come mainly from foreign resi¬ 
dents with a didlar income (e g, embassy 
officials, students or scholars receiving 
allowances in hard currency), cm from 
turcign tourists who might change a few 
dollars to buy food from the kolkhoz mar¬ 
ket or restaurants. Given the extremely 
small number of foreigners and their 
equally limited need for roubles, there 
was an excess demand for dollars leading 
to its high price. Aslund (1991, p 184) 
came to the same conclusion;.he also 
noted that the black market rate stood atill 
for a long time at 5 rb. After perestroika, 
there was a greater influx of foreigners, 
but the excess liquidity with Soviet citi¬ 
zens rose much faster. As a result, (berate 
shot up to lU rb in 1989 before the cur- 
I'cncy auctions started (Ricoeur 1991; 57] 

V 

Furciiasing Power PstriUes 
till 1989 

How mud) is a rouble ‘really’ worth in 
terms of 'dollars? Thcye is no unique 
answer. As the Soviets since the I9i0t 
were-keen to catch up vritb the west, there 
is by now a vast literature comparing (he 
levels of output, consumption, military 
cxpcnditure.etciin (he USSR with (hosein 
the west, particularly the US. Generally, 
but nut always, the official Soviet esti¬ 
mates at currebt prices are considered 
reliable. But scholars differ widely on 
bow to uanslate rouble prices into dollars, 
taking into account the quality, availabil¬ 
ity and so on. Here I shall confine myself 
to several post-1980 studies. 
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Undoubtedly the molt elaborate effort 
to far is that of the American Cl A. Tothis 
end it collected a large volume of sample 
dau in 1982, and many Soviet products 
ranging from packaged foods to all kinds 
of manufactures, including consumer 
durables, were specially flown into tlte US 
for an on-the-spot examination by Ameri¬ 
can experts. The CIA found that in 1989, 
at rouble prices (US quantity wcigbu)the 
Soviet GNP came to 39 per cent of the US 
level, while at dollar prices (Soviet quan¬ 
tity weights) the figure was 66 per cent; 
the PPP from the GNP comparison, i e, the 
geometric mean between the two PPPs 
using respectively the American and the 
Soviet quantity weights, came to 0.24 
rouble per dollar (cited in Rosefielde 1991). 
Fot those who believed that the Soviets 
always falsified their data, the outcome 
was disappointing. Indeed, the Central 
Statistical Administration (TsSU) bad es¬ 
timated, presumably at dollar prices, the 
Soviet net matefial product at 67 per cent 
of the US's, both in 1980 and 1983 
{Narkboz 1983; 581. 

On per capita personal consumption, the 
CIA estimated the 1976 Soviet level at 
34.4 per cent of the US magnitude, and the 
PPPcametoO.dOrouble for dollar. Birman, 
a noted Soviet economist who emigrated 
to the US in the Brezhnev era, was quite 
unhappy, his main complaint being that 
the CIA took inadequate account of the 
very poor quality of Soviet goods. 
Birman's estimates of Soviet consump¬ 
tion ranged from 22.4 per cent to 28.4 per 
cent of the American figure, the implicit 
PPP for the dollar being in the range, 0.73- 
0i>2 ib [Birman 1989: 26-27, ISS, 174]. 
The widely respected Harvard scholar, 
Bergson (1991, p 31), whose earlier work 
piDvided the benchmark for the QA esti¬ 
mates of Soviet national inemne since the 
70 b, conceded that the 1976 PPP rate of the 
QA did not "allow fully for proverbial 
qualitative deficiencies in Soviet prod¬ 
ucts". Yet he made no more than a 10 per 
cent upward adjustment in the rate, based 
on a subsequent, but unpublished, study 
by a QA economist. The modified Soviet 
index of per capita consumption (with 
USwlOO) was 31 for 1976, andicamedown 
to 29 in 1985, Bergson also referred to the 
estimate given in a report by inlematumar 
agencies (IMF etai 1990: 51] that in 1989 
the Soviet per capita GNP amounted to $ 
1,780, or a mere 8.5 per cent of the US 
level. "Apparently, this astonishing figure 
was deriv^ by a foreign exchange rate 
conversion at a rate reflecting a fresh two- 
thirds devaluation, which testifies more to 
the vagaries of such a calculation for an 
inconvertible currency country than to the 
level of output itself. The cited study 
makes no claim for its GDP figure from 
the latter standpoint" (Bergson 1991]. 


Rosefielde (1991) has examined several 
other estimates presented by Soviet schol¬ 
ars at a well-publicised Washington con¬ 
ference in April, 1990. (a) Allowing for 
quality adjustment and hidden inflation 
(owing to prices being often raised sig¬ 
nificantly for trivial improvements in qual¬ 
ity or qualities being lowered without a 
fall in price) in the USSR, M Shukbgal'ter 
put 'the PPP value of dollar in respect of 
‘all fixed capital assets' at 1.0-1.2 rb. (b) 
Another scholar, L Novchekina, put the 
‘adjusted PPP' for ‘capital investment' at 
0.45-0.70 rb per dollar. Considering fur¬ 
ther expert judgment on quality, and forced 
substitution (due to noh-availabilily of the 
desired good), she raised the same PPP fur 
dollar to 0.89-1.38 rb. 

From all this 1 conclude that: (a) The PPP 
rates vary greatly as between different 
baskets of goods and services, e g. GNP, 
consumption, investment, capital stock, 
etc. No single PPP rate irrespective of the 
basket can be obtained, (b) 'The rates esti¬ 
mated by different scholars for the same 
basket in a particular year also diverge 
greatly. As Bergson (1991, p 41) put it; 
"The last word on the CIA estimates of 
Soviet output remains to be,said.” Never- 
tbeless, the range indicated in the preced¬ 
ing paragraphs. 0.24-1.38 rb per dollar 
should provide the upper and lower 
bounds, (c) The exchange rate officially 
fixed by the Soviets is well within this 
range, and the black market rates, not to 
speak of those at Moscow auctions, lie far 
beyond; the latter are hardly of any use in 
determining the dollar equivalent of a 
rouble either fcH' large and sustained trade 
transactions or for international compari¬ 
sons. 

VI 

Rouble after 1989 

Tumultuous changes are taking place 
since 1989. Eastern Europe rejected the 
Communist parties towards the end of that 
year, and has moved towards a market 
economy. And the same direction has 
been taken by Russia after the disintegra¬ 
tion of the Ul^SR in late 1991. The major 
macro-econooiic and social changes af¬ 
fecting therouble since 1989 may be briefly 
enumhritbd: 

(a) There has been a sharp fall in national 
income, industrial production, and many 
other sectors of the economy. 

(b) The old system of centralised planning 
has been dismantled, but an orderly mar - 
ket economy is yet to take shape. Enter¬ 
prises, regional authorities, and minis¬ 
tries, all have roles, sometimes conflict¬ 
ing, in decision-making. 

(c) Although privatisation has been on the 
agenda, most big enterprises remain slate- 
owned. In petroleum and certain other 


sectors, however, there are already many 
joint ventures (JV) between the state and 
private foreign capital. 

(d) Tariffs have been introduced on both 
exports and imports. Quite a large number 
of exportable items are on the banned list. 
Subject to these restrictions, ftrms arc free 
to trade. 

(c) A part of the export earnings has to be 
surrendered to the government; the re¬ 
mainder can be utilised to import gc>ods or 
kept in foreign banks for future use. But 
the JVs that had obtained foreign capital, 
pledging future export of their products, 
are exempted from this obligation. 

(0 Along with the decline in national 
income, etc, the Soviet foreign trade al.so 
shrank from 1990. In particular, trade 
with the CMEA partners plummeted in 
1991, and in 1992 Russia's trade with 
them came down to a trickle. But illegal 
foreign exchange transactions have taken 
massive proportions. 

(g) While Soviet p-iccs were remarkably 
stable till 1989, there were significant 
increases in 1990 and 1991; since January 
1992 a hyper-inflation has been raging in 
Russia. 

Regarding the external value of the 
rouble, it was earlier noted that the USSR 
intended to introduce from 1990 differen¬ 
tiated (by commodity groups) 'commer¬ 
cial' rates around the basic one of 1.24 rb/ 
$, and that in the much quoted report on 
the USSR by the IMF el al (1990), the 
commercial rate was put even higher at 
1.8 rb/$. In a study of the Vienna Institute 
for Comparative Economic Studies, 
Grabisch ct al (1992, pp 85-87) errone¬ 
ously converted Soviet trade flows in VR 
into dollars using the changing commer¬ 
cial rates. From the official foreign trade 
data for 1990, in VR as well as dollars, it 
transpires that the overall exchange rate 
was still 0.59 rb/$ [Chandra 1993]. If this 
was true on the aggregate plane, the reality 
al the ground level was at least as compli¬ 
cated as before when thousand of com¬ 
modity-wise 'conversion’ ratesprevailed; 
wbat added to the confusion was the trend 
toward decentralised decision-making, and 
the introduction of the Moscow auction 
rate (AR) enabling firms to acquire and 
dispose of dollars. Not only were the AR 
far higher than the commercial rate, but 
many firms, it was also noted, were will¬ 
ing to pay nearly twice as much as the AR. 
On the other hand, the volume of transac¬ 
tions at the auctions remained quite small 
in the initial phase. For all these reasons 
the operational significance of the com¬ 
mercial rate remains for me shrouded in 
mystery ; in any case, it cannot replace the 
old official exchange rate either for statis¬ 
tical 'or for economic purposes. Russia in 
May 1992 had a plethora of exchange rates 
as follows (Kireev 1992]; 



(1) The auction rate (14S.S rb/$) Was de¬ 
termined at the periodic auctions as noted 
above. Some 34 authorised banks, the 
Central Bank (CB) and tlie Moscow gov¬ 
ernment participated in the auctions; other 
domestic firm.s operated through tlic banks. 
No foreign companies or individuals were 
allowed to enter the scene. The CB did 
influence the auction rate. The average 
volume of transactions per auction 
amounted to $ 6-K mii. 

(2) The market rate (101) rl>/.$) wa.» set by 
the CB from lime to lime, though linked to 
the AR, it was neither equal nor strictly 
proportion,ji to the latter, allowing some 
further lattitude to the CB Hie maikct 
rale was used for accounting puipi>scs; 
exporters compelled to surrender It) per 
cent of their earnings to the Curieiicy 
Stabilisation Fund were coinj'eiisatcd in 
roubles at this rale. 

(.3) A special commercial rate ih/S) 
was again set by the CB as a pi ipoi tji. ;i of 
the market rale, aiu used loi ac>.ou',.ing 
purpijses; expoiiers obliged to part with 
40 per cent of their earn.ngs tv’ the S..!eigii 
exchange reserve, c.biait!cd loublcs at this 
rate. 

(4) The black market lalc t iliv'-BO rb/S) 
was highly v(>latile, even duiing a single 
day. Individuals, traders, firms and even 
banks took recourse to it. Deals were stiuck 
even inside flie pre rnises of a bank in order 
to avoid payment of bank commission 

(5) The special foreign exchange rate i .5.4 
rb/$) was used exclusively for ‘centralised 
import’ of food, medicines, technological 
raw maierials, etc, paid out of the .stale 
budget, ahd for the release of foreign 
exchange to government officials visiting 
abroad. 

This situation did not last very long. 
Although the former prime minister Gaidar 
sought to introduce a uniform rate of ex¬ 
change, initially for current account trans¬ 
actions from July 1, 1992, and eventually 
for capita] account as well with full con¬ 
vertibility from 1993, he met with partial 
success. The scene in early 1993 has been 
surveyed by Grigoryev (1993). For cur¬ 
rent account transactions, there are still 
more than one de facto rates. 

(a) The basic one is the AK determined 
twice a week, and is declared as the offi¬ 
cial rate by the CB on the following day. 
The parallel auction centres in St Peters¬ 
burg, Ural, Siberia, etc^liave their own 
rate's which are not iduntic.il with, but still 
close, to the Moscow I ate. Since the Mos¬ 
cow auctions arc confincJ to a limited 
number of participants, most individuals 
and firms go to authorised commercial 
banks or to the streeU'black market. While 
the AR stood at 572 in February 1993, the 
banks were buying duilais for 620-640 rb, 
and selling at 690-710 rb. The black 
market rate would be within the band 
established by the commercial banks. 


(b) For ‘centralised import', covering 
around one-half of Russia's tola! import, 
the government sells dollars to the desig¬ 
nated stale enterprises at highly subsidised 
rates varying fiom 5-30 per cent of the 
official rale Thus when the latter was 572 
rb/$. tlic gvivcinmcnt charged anything 
from 29-172 rb/$, depending on the com- 
mvxlity to be iniporicd. According tvi 
nemoch (1 W.3). the lowest late in March 
was even smaller at 20 rb/$. 

(c) F'or oidiiiary cilirens, most stale ai.J 
priwiicciilcrpiiscsaiid t)U.^incss^lcll, laiw- 
ever, thv- AK occup.es ilie centre stage 
That is why 'wo business i rgaiiisati.’iis, 
namely, the Moscow Chainber ot t’om- 
mciee and the Moscow t’ommodity Lx 
change, stalled quoting forwaid rates, in 
early Februuiy 199 . 3 , these rates per dollar 
wcie 1.100 lb tor dcliveiy in April, and 
l,3(K''rb foi delivery in May, respectively 
92 per cent and 127 per cun' biglier than 
the sixil rale in February just quoted. 

As the AR soared, Grigoryev continued 
ipcrhaps iv.rihe licncfit of InJiansl. “oui 
dehlois began lo convert with pleasure" 
llicitd liars mtv'iMuble-s, and ' ‘iiiMslciitls 
'.lle;ed 'js lo receive the paynieni." li.e 
Riissi :n C'ent.al Hank bad lo issue a n. ii 
licaiioii for all debtors; the calculations 
Would he based on the ‘..'Id' tpre-19‘.ll) 
c.cv h.t.ige ratcot the erstwhile Ciosbaiik ol 
the 1 SSR, linked to a basket of six coii- 
vcilible euiTcncics 

I his n.ilification, in my view, can haidly 
be called arbitrary or whimsical F'or, the 
Russian government has yet lo permit full 
convertibility of the rouble; capital Bows 
are still legally banned, although since 
mid-1990 the Soviet citizens were allowed 
to liold dollars for ‘personal’ use or con¬ 
sumption purposes. The exchange control 
system may have become flabby and cor¬ 
rupt, but one cannot legally lake an unlim¬ 
ited quantum of dollars out of the country. 
Nor is a foreigner permitted to bring in 
dollars, convert them through commercial 
banks and purchase capital assets in Rus¬ 
sia, In that case, as Grigoryev tells us, an 
American could buy up a medium or large 
Rusvian enterprise for the price of a new 
car at home No government could toler¬ 
ate that. Thus the rouble remains an 
inconvertible currency for any kind of 
capital transaction. 

Grigoiycv mentioned one further com¬ 
plication. Out.side of Russia, the rouble is 
.vtill the sole legal tender in Kazakhstan, 
Uzbekistan, Turkntenistan, Armenia and 
also in non-CIS Georgia; in Belarus. Latvia 
and Moldova tbe rouble is used concur¬ 
rently with the respective local curren¬ 
cies; and in Fstonia, Lithuania, Ukraine 
and Azcibaijan only the local curiciu’i.v 
are permitted. It is evident that the trade 
reg ime and the exchange control system in 
the first two groups of couatriei will biivc 
a far fiom negligible impact on the exter- 
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hill valuefs) of the rouble; besides, the 
former do not co-ordinate their monetary 
policy with the Russian CB 

Ncvcrlhelcss, in western as well as Rus¬ 
sian media Uic AR has received wide pub¬ 
licity and is closely monitored as il it were 
the exchange rale of the louble ll is 
cvi.je:::, however, I'rvuii the accounts of 
Kiicev and ('ll igoryev that it is far-fctclied 
lo talk ot a single exchange rate of the 
rouble. 

iintially. the .vi/e of Iransaclions at the 
Moscow .luclioii WJ.V qu.le .siiial. In No¬ 
vember 19ho, one iii..y recall, il wav just $ 
8M),0011, even in,M.jy 1992 iiwasiiomofc 
than $ (. H iini at cacti auction In the 
seevind half oi tlic year, thanks tt. the new 
policies, the volume vastly increased. In 
Dcccinbci 1992 the amount transacted was 
$ 4S3 mil. n.sing to ovci $ 501) mn in 
February 199). Fi.riiie whole of 1992 tbe 
tiguic Was 52.8 bn, while in the first 
ijuariei ot 199.3 it crossed Sjl.S bn. Cur- 
lently. ilie iraiivactious constitute 20 per 
vciii ol cxpoi I, or 35-40 per cent of export 
eaiinngs going into the auitiurised Rus¬ 
sian coiiiiiicrciul banks (Ekonoinika i 
I'l'Ji, Nos 7 and 12; Finansovye 
t'.Miyu, April 10, 1993). llius tbe Mos¬ 
cow auctions cannot any more t>e set aside 
as a inaiginal phenomenon 

I shall now explore the hnk between the 
AR and the consumer price index tCPI) of 
the Goskomstat; the data for selected 
months since Novcmlvcr 1989 lo March 
199.3 are presented in Table 2_. In the first 
year till November 1990, the AR rose 
twice us fast us the CPI, and the same is 
true for the next 13 months till December 
1991. As prices flared up owing to the ‘big 
bang’ of January 2, 1992 when the de- 
cadcs-oid government control over prices 
was lifted for most commodities, there 
was U spectacular reversal; between De¬ 
cember 1991 and February 1992, the AR 
declined by 30 per cent, while ihcCPI shot 
up4.8 times Indeed, during the 27 months 
from November 1989 till February 1992, 
the AR increased 7.3 limes against a 12- 
fold rise in the CPI 

From February 1992 a newpattern seems 
to have emerged. If one takes a somewhat 
longer perspective of several months, the 
AR and the CPI tend to move in tandem. 
Thus the resjiective incremental ratios were 
2.9 and 2.8 in February-September 1992, 
2.04 and 1.9S in September-Decembu 
1992,3,37 and 3.78 from September 1992 
to March 1993, and 9.77 and 10.84 from 
February 1992 to March 1993. However, 
such a tendency cannot be observed on a 
month-io-munlb basis. Tbe AR. for in¬ 
stance, fell from 160 on April 2 to 128 on 
May 6,1992^. iLkonotnika i zhim' 1992/ 
Si), From Table 2 one finds that in Janu- 
aiy-February 1993, tbe AR rose by 16 per 
cent against 29 per cent for tbe CPI. 
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Sofarl ii»ve iue<j tfae Goskomstat series 
on tbe CPI. Critic* (tointed out tiiut during 
the Soviet period there was 'bidden' infla¬ 
tion, and some offered alternative esti¬ 
mates (cited in Aslund 1991. pp 1S4-86). 
For 1992. while tbe (joskonislut .showed a 
26-fold rise, another official agency, tlic 
Centre for liconomic Conjuncture and. 
Forecasting ((^LCOF). put it higher at 30 
times ('I llokitova. .';vt'.t/iya. Maicfa 6, 
I993^ IlciKC 1 have coii.suueted an altci- 
nativc sene-, c.i the CFl in colun.n <3) ol 
Tabic2,iat.jng thelughe„li>. dicavailablc 
indico.-, foi J.tlen'M pciiods my object i- 
simply to le»t for tne robu.siiiess uf the 
carlici coni'iusi.in, r.ith;'i' than n s.n’!i;'e.si 
that ti.tf alternati'-e senes is niuie Inist- 
worlhy th an that of the Gi'skomsta* (o tlic 
absence or ihe CH(’< Jl' s inontliiy indices 
from J'tii'iary N ivcaibc; 1V92, 1 have 
rai.sed the other -ndex tor each month by a 
common factorof 1.14 (=3‘')( W/..;625). I'br 
new series leinforees the conclusion that 
the CPi rose faster than tiie Att from 
November 1939 to I-eb.-anry 1992, the 
same is true for the previous conclusion on 
the AR-CPl relationship since February 
1992. 

Here a couple of caveats are in orJci 1 
have so far established a close statistical 
association between the AR and the CPi 
since February 1992. but have no hypoth¬ 
esis on tbe causality. Did the CPI push up 
the AR, or vice versa? Or. was there one 
or more exogenous factors that led to a 
surge in both ? Without such an investiga¬ 
tion it is difficult to make a forecast about 
the future relationship between these two 
variables. 

An examination of tlic AR in 'real ’ terms, 
i e, by discxnmting for the inflation factor 
since 1989 when prices were stable throws 
some interesting results. At constant No- 
vmnber 1989 consumer prices, the AR in 
Febniary 1992 amounted to 5.82 or .5,12. 
depending on the prices series; for March 
1993 the corresponding figures were 5 25 
or 4.09. Prior to 1992, the ‘ical’ AR wa.-- 
much higher at 35 to 4U in Decemix'r 
1991. This is another indication that the 
'real' AR is only now moving wiilnn a 
rather narrow band of 4 to 6, which is 
surprisingly close to the 'historical' black 
market rate that prevailed for decades 
prior to Uic perestroika. I'urthcr, as Kireev¬ 
as well as Grigoryev noted, today’s street 
rate is generally linked to the AR. 

What does the AR today signify? “Tbe 
current exchange rate of the rouble ex¬ 
presses nothing in real terms but an 
liresistable urge, prompted by panic, to 
drop it like a hot potato, and by the ab¬ 
sence of any serious incentives for solid 
foreign investors to put their money into 
Russia’seconomy. That is bow Shmelyov 
(1993) characterised tbe auction rate. In¬ 
deed, an international investors' confer¬ 
ence in March 1993atMiami, USA, ranked 


Russia as the country with the ‘highest 
investment risk’ (Ekonomika izhizn’,Uo 
13). That businessmen have been getting 
rid of roubles to acquire dollars was also 
coiifirnied by Garkusha (1993). 

The AR, .Shpi^gin (1993) has forcefully 
argued, does not retlecl the relative prices 
in Russia and abroad. If Ihe rate at the end 
of Februaiy 1993 was 6(X) rb/$, the com¬ 
modity-wise price parities (in rb/S), as¬ 
suming for -all Russian industries an aver¬ 
age wage of $ 20 per tnoiiUi, were. 70-90 
for n.a, KX) 1 K'l'oroil, 150 

for steel pipe.-', 1.30-140 for steel sheets, 
etc In odiei Winds, .u the prevailing AR, 
tlic PnN,,ian '-o '■{ these. j'loJ.iets were 


just 12 to 25 per cent of the world prices. 
The low exchange value of the rouble 
encourages domestic producers to go in 
for exports on a large scale, sacrificing Ure 
local market. Gn the other hand, with low 
dollar realisation from export, and the 
high cost of import in terms of roubles, the 
firms can hardly afford to imgwrt equip¬ 
ment for modernisation; for, tbe addi¬ 
tional costs cannot he recovered from do¬ 
mestic buyers. Writing in 1991, another 
Rus.sian economist, Lushin (1991, p 7) 
made the same point in ,< picturesque 
manner, at -Jit exchange rate-4 1 0r''/$, all 
the primary commodities 'w> uld run 
abroad' ; at 3-4 rli/$. manufacicu r- i '.'jM 
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Auctixin rale 
(rb,'$) 

(1) 

CcBsiimer Price Indices 

(.?) (3) 

1789 



100 

100 

Nov 1989 


9.57 

102“ 

112 

Nov 1990 


20 9 

107, 

1.32 

Dev 1991 


100 

257 

318 

JiR i992 


110 

887 

1256 

let* 1992 


70 

1225 

1734 

Jul 1992 


135 

2853 

4040 

Sep 1992 


203 

3454 

4892 

Dec 1992 


415‘ 

6741 

9551 

Jan 1993 


488' 

8561 

12130 

Feb 1993 


56&‘ 

10787 

15284 

Mar 1993 


684 

13052 

18493 

Incremental ratios 

Nov 89-Nov 90 


2.18 

1.07 

1.18 

Nov 90-Dec 91 


4.78 

2.40 

2.40 

Nov 89-Feb 92 


7.31 

12.01 

15.48 

Dec 91 -Feb 92 


0 70 

4,77 

5.45 

Feb 92 -Jnl 92' 


1.93 

2.33 

2.33 

Feb 92-Sep 92 


2.90 

2.82 

2.82 

Sep 92-Dec 92 


2.04 

1.95 

1.95 

Sep 92-Mar 93 


3.37 

3,78 

3 78 

Feb 92-Mar 93 


9.77 

10.65 

10.66 


a Average annual indices; b Index for the Iasi quarter; c Monthly average 
Sources: Col (I); Aslund 1991, p 185; TheFinancut Times, 19.1.93; KROWE, Ftb 1992, p 38772; 
FOF, 17.9.92, p 688; Ekonomika i zkizn’ 1993, Nos 7 and 12; Nezavasimaya gaula. 
5.3.93 and 31.3.93. CoU (^3); A*lund 1991, p 186; Giabisch rt al 1992, p 87; Ekonwnika 
J zhizn', 1992/51; Izvestiya, 6.3.93 and 11.3.93; Argumeniy i Jakiy, 1993, No 15. 
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rin S/kg) 



Moscow 

St Petersburg 

Rome 

Pniin 

Wheat bread 

0.09 

0.14 

0.70 

2.90 

Milk ($/lilre) 

0.06 

0.07 

1.30 

0.90 

Potato 

0,08 

0.10 

0.80 

1.10 

Sugar 

0.40 

0 40 

0.90 

1.30 

Margarine 

0.50 

0.50 

6.70 

2.70 

Butler 

1.80 

1.60 

10.00 

5.10 

Large eggs (S/10 nos) 

0 30 

0.20 

2.70 

1.80 

Boiled sausage 

1.00 

0.70 

2.40 

1.50 

Beef (top quality) 

0.70 

0.50 

13.30 

14.50 

Vodka ($/litre) 

1.50 

1.40 

11.30 

16.30 


Source: Argumenty i fakiy, 1993, No* 2 and 3. 
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not import equipment and recoup the extra 
costs from domestic buyers. 

The weekly, Argumenty i fakty repro¬ 
duced comparative retail prices in curly 
January 1993, compiled by the Gosfcomstyt, 
of a few food products in several Russian 
cities, both in roubles and in dollars, using 
the then AR of 423-442 rb/$, and also the 
dollar prices of the same goods in Tokyo, 
Paris and Rome. In Tabic 3 are indicated 
the dollar prices in Moscow, St Peters¬ 
burg, Rome and Paris. The Russian prices 
are invariably much lower than those in 
west Europe, but the gap is highly uneven. 
The Russian parliament, one may note, 
has imposed price control on bread, nsilk. 
meat and vodka. The price differentials 
for these products ai c therefore much largci 
than f'or sugar, margarine, butterand boiled 
sausage. But why are sausages, relatively 
to beef, somuch more expensive in Russia 
than in the west ? 1 have no atiswcr to tliis 
puzzle. 

All these lead to the cunciusion that the 
AR is out of alignment with the purchas¬ 
ing power parity (PPP)of ihetouble vis-a- 
vis other currencies. But then for many 
important third world countries, the actual 
exchange rate is grossly undervalued in 
relation to the PI'P (computed for the 
respective GDPs) e g, by a factor of 6.1 for 
China, 5.6 for Pakistan, 3.8 for India, or 
1.7 Brazil, all in 1990 (World Bank 1992. 
Tables 1.2 and 30| If the AR (at its present 
‘real’ level) suddenly became the sole 
exchange rate, if all quantitative restric¬ 
tions over export and import were lifted, 
and if tariffs were sharply reduced, then 
the Russian economy will go through an¬ 
other upheaval of a major nature. In the 
wake of the second big bang, it is doubtful 
that the ‘real* AR would remain un¬ 
changed. Whether the rouble in the end 
will appreciate or depreciate is something 
that is best left to crystal gazers. 

Conclusion 

Many knowledgeable persons in India 
untainted by the virus of crude national¬ 
ism would tend to agree with llie main 
thrust of she first editorial in Ttie Eco¬ 
nomic Times (Februarv 1) that India made 
a ■ ■$ 10 bn gift to Yeltsin”. Most people 
have in mind the present level of the AR. 
At the January 1993 rate of 488 rb/$, 
India’s debt of 9.871 mm rb would amount 
to a paltry $ 20.2 mn, and hence all that 
India agreed to pay was simply a gift. 

Elementary common sense tells us that 
the Russian rouble of 1993 is by no stretch 
of imagination equivalent to one Soviet 
rouble of 1989 or earliet when the USSR 
had supplied military wares on credit. A 
more sophisticated critique of the Indo- 
Russian agreement would concede this 
point; if the new exchange rate is deflated 
by the official inflation factor in Russia 


since 1989, it would be, as shown above, 
close to the historical black market rate 
before perestroika. Consequently, India's 
debt would stand reduced to S 1.718 mn. 
But 1 have already cited several western 
scholars who all lejected the earlier black 
market rate as a meaningful exchange 
value of the rouble, and also adduced fresh 
evidence that the current AR is no belter. 

On the other hand, it is very diffieult to 
specify what the ‘correct’ exchange rale 
should be for a country in transition from 
a command economy with t'lricl exchange 
control to a more inarket-oiiented one 
with fewer restraints on foreign trade and 
payments. Even at the cost ol rcpt'iticn, 1 
must underline th.at Rus.sia is in a highly 
volatile state, the new economic order is 
yet to take shape, foreign trade h.is been 
deceiitrali.sed but is badly disrupted, there 
is large scale capital flight, and for many 
key items, most notably oil, tbetc is a vast 
difference between the domestic and world 
prices (Cliaridra 1993]. For all these rea¬ 
sons, one cannot characterise the cunent 
AR is an ‘equilibrium’ rate of exchange in 
the textbook sense. 

Once a semblance of stability returns to 
Russia, the authorities may well settle on 
a rb/S rale higher (allowing for the infla¬ 
tion factor) than the present AR. If that 
rale were applied retrospectively to all 
transactions, many trade partners of the 
USSR might ask for a refund owing to 
overpayment (underpayment) on their 
import (export)! If none of them did so, 
on what logic could India ask that her own 
debts be scaled down? For, this debt was 
accumulated for military supplies up to 
1989, generally at prices well below the 
world m arket prices for comparable weap - 
ons as evaluated by the SIPRI. Hence, in 
my view, the Indo-Russian agreement on 
the rouble debt was a legitimate one from 
a legal as well as a strictly economic point 
of view. 

Third world countries, inclusive of In¬ 
dia, owed to the ex-USSR approximately 
$ ISO bn, and the prospect of Rus.sia get¬ 
ting more than a small fraction back is 
rather bleak [Grabisch ct al 1992; 85]. 
The international bankers who are lending 
simultaneously to Russia and to her debtor 
nations do care for the safety of their own 
loans, and hardly any al all for the sums 
owed to Russia. This is the reality of the 
new international order since the Soviet 
perestroika, and most visibly demonstrated 
by America’s naked and continuing ag¬ 
gression against Iraq with an impotent UN 
acting as (he rubber stamping authority. 

If India reneged on the rouble debt, she 
might not attract any sanctions from west¬ 
ern power.s or multilateral agencies. But 
what would she gain beyond the savings 
on the debt service paymenU ? In the post¬ 
cold war era, the west could not favour 


India with gre<iter loans, investasMts (u 
market access. And sinoe Russia could 
easily find alternative sources for her re* 
quircmenls in tea, coffee, textiles, etc, 
India would lose a valuable export outlet. 
Conversely, most of Russian exports to 
India consisting of ‘hard goods’ like oil, 
fertilisers, lavtals, etc, for which there is 
no dearth ol external demand. Hius on 
items of civilians trade, India will be hurt 
dispropcriioiiuicly if her ties with Russia 
were snapped. Indeed, during the whole 
of 1992, if not cjvlicr, India's direct ex¬ 
port to Russia came to a virtual, standstill, 
and many indiai; tirns hecvily dei’.indent 
on tx|X)rt to t!.c ri-un! ? area f.>t(.d an acute 
financial crisis. 

Regarding the immediate to medium- 
term implications of the Indo-Russisui 
agreement, I endorse in general the views 
expressed in tne editorial of the Economic 
and Volaical Weekly (February 0) cap¬ 
tioned ‘Not a Sell-Out' But the prospects 
of India exporting to Russia a large quan¬ 
tum of manufactured consumer goods may 
be dimmed by die rapid takeover (legal or 
de facto) of Indian Arms in tb'ese sectors 
by the OECD transnalicnals thanks to our 
own liberalisation policy dictated by the 
IMF and the World Bank; I have in mind 
the alliances, mergers or takeovers affect¬ 
ing among others, Godrej and Proctor and 
Gamble, Tomco and Hindustan Lever, 
Kissao and Brooke Buncf, and Bajaj 
Electricals and GE. The transnationals are 
unlikely to permit their Indian affiliates to 
penetrate (he Russian market, preferring 
supplies from their own headquarters. If 
they also manage to control Russian im¬ 
porting agencies and/or producing enter¬ 
prises in these sectors, the scope for In¬ 
dian exports would be further curtailed. 

My hunch is that the Indian government 
signed the agreement, not so much for 
these hypothetical economic gains, nor 
out of a moral or legal compulsion (pace 
its prevarications over Kashmir, Ayodbya. 
Bofors. the stock market scam, to name 
just a few), but mainly on considerations 
of foreign policy and defence. Russia still 
wields a veto at the UN Security Council. 
If the US supports even indirectly a new 
Security Council resolution reaffirming 
its earlier call for a plebiscite in Kashmir, 
only Russia can stand in the way; it is by 
ho means certain that Russia would actu¬ 
ally do it, but there is an outside probabil¬ 
ity that she might. Nor, it must be added, 
is the US keen to revive the issue, unless 
Indian repression and popular resistance 
crosses the limits of US tolerance. As' for 
theindian defence sector, the Soviet weap¬ 
ons still remain the mainstay; in the ab¬ 
sence of the Indo-Russian accord. India’s 
‘defence capability' would be seriously 
jeopardised. My feeling is that this ‘de¬ 
fence’ factor was decisive in India’s sign- 
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Although I have little sympathy for this 
raison d'etaU 1 believe that a unilateral 
debt cancellation by India would fore¬ 
close the prospects of Indo-Russian col¬ 
laboration in (lie long run Given the enor¬ 
mous scientific and technological capa¬ 
bilities of both nations, there is limitless 
scope for co-operation between theml es¬ 
pecially in areas of advanced technology 
where OLC^D-based transnationals have a 
near monopoly over the world market. 
But that will remain a will-o’-the-wisp so 
long as the governments of the two coun¬ 
tries remain mortgaged to the global mon¬ 
eylenders 

[Rcseireh for this pap«r was funded hy the 
CMDS, Indian Inslilule of Miinagemenl. 
Calculti.) 
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Growth Perspectives of the Eighth Plan 

A Two-Sector Open Economy Framework 

Suman Sarkar 

The two-sector mode! presented in this paper takes into account foreign trade which was assumed to be absent 
in Mahaianobis mode! in addition to aspects of sectoral investment allocaiion in the Indian economy. Keeping 
in view the changes that may result from the government’s New Economic Policy in the shares of the consumer 
goods and investment goods sectors in total national investment, alternative economic growth projections have 
been made for a period of 20 years. Using the new model, the study makes an attempi to assess the prospects 
of a relatively high long-term growth rale by increasing the level of efficiency in domestic resource use and the 
inflow of investment goods from abroad. 


3URING the last three decades planning 
n India was associated with several varia- 
ions of short- and medium-term objec- 
ives and specific steps proposed for the 
ittainmcnt of these objectives. But in the 
1950s there had also evolved a planning 
.trategy which no doubt may be regarded 
IS a strategy of long-term development of 
he Indian economy It is a well known 
act that Indiifs second Hvc-year plan had 
■>een framed in accordance with an ap- 
iroach of ecmiomic and social develop- 
iient of which Prasanta Chandra Mahaia- 
tobis had been the chief architect and that 
his approach had obtained ns official 
itaius as a national planning strategy as 
1 result of the whole-hearted support and 
ictive collaboration of the then prime 
ninister lawaharlal Nehru. However, the 
>ubsequ.ent five-year plans in India were 
:haracierised not only by varying extents 
jf failure to in^ilement development pro- 
irammcs consrstent with this long-term 
>trategy but also increasing deviations 
Tom this approach itself. 

I 

The Nehru-Mahaianubifi Stral«'ft:y 

Speaking generally the Nehru-Mahala- 
lobis strategy' of planned development 
hat emerged during the l9S0s sought to 
ichieve a self-sustained development of 
he Indian economy with an active role of 
he state in promoting heavy industries 
tnd infrastructure. An impoitant aspect 
jf the developmental philosophy underly- 
ng this strategy was demonstrated by 
Vlahalanobis (1953) in terms of a model’ 
which divides the economy into two sec¬ 
tors of which one produces investment 
goods and the other produces consumer 
goods. 

With the help of this two-sector model 
Mahaianobis showed that two different 
proportions of investment allocated to the 
investment goods industries yield two dif¬ 
ferent time paths of gross domestic pro¬ 
duct and that in the long run the curve 
of GDP which is associated with a higher 


share of investment for investment goods 
industries, intersects the curve associated 
with a relatively lower share of investment 
going to investment goods industnes fiom 
below and gradually rises significantly 
above the latter. In view of these relations 
between the pattern of allocation of in 
vestment and the time path of GDP, 
Mahaianobis concluded that from a long 
lun point of view it may be desirable to 
invest more in industries producing invest¬ 
ment goods rather than investing more in 
industries producing consumer goods. 

The two-sector model of Mahaianobis 
however, has certain limitations which 
arise in connection with the different 
restrictive assumptions' on which the 
model IS based. The assumption of 
absence of foreign trade makes it impossi¬ 
ble to consider the possibility of counter¬ 
ing a fall in long-term growth rate result 
ing from a reduction in the share of invest¬ 
ment going to investment goods indust¬ 
ries, with the help of an inflow of invest¬ 
ment goods from abroad. On the other 
hand the assumptions of the absence of 
any sector producing intermediate goods, 
the full utilisation of production capa¬ 
cities in the two sectors of the economy 
and the absence of any behavioural con¬ 
ditions relating to savings and investment 
decisions are limitations which no doubt 
to some extent reduce the operational 
significance of the model in the present 
economic context. 

However, some of these restrictive 
assumptions may be looked upon as un¬ 
avoidable under a two-sector framework 
involving only the physical outputs of the 
two types of commodities. Under such a 
framework, for example, intermediate 
goods cannot but be lumped together 
partly with investment goods and in part 
with consumer goods, f urther, such a 
model may not have a scope for incor¬ 
porating within itself any behavioural 
aspects of savings or investment. But a 
similar two-sector framework may well be 
used for formulating a new model which 
may be able to dispense with the restric¬ 


tive assumptions of absence of foreign 
tiade and of full capacity utilisation. As 
a matter of fact, a two-sector model free 
from the two above mentioned restrictions 
mav be able to illuminate an important 
area of choice regarding national policies 
111 the present economic context. 

i Ht NlW htOMIMIt PoiK Y (NEP) 

The NEP declared by the government 
on the eve of the eighth plan has initiated 
a process of privatisation of industries 
belonging to the public sector and delicen¬ 
sing of many of the industries already ex¬ 
isting III the private sector. The door is 
also being opened for foreign private in¬ 
vestment in industries of different types. 
The government thinks that the changes 
mentioned above can serve to reduce 
India's domestic budgetary gaps and 
balance of payments deficits by improving 
industrial management and efficiency and 
by increasing foreign private investments. 

But in the entire NEP there is no em¬ 
phasis on investment in investment goods 
industries. On the contrary, there seems 
to be a ground for apprehending that this 
policy may in fact lead to a lowering of 
the share of investment going to invest¬ 
ment goods industries. The decontrol of 
industries implies that investment deci¬ 
sions will increasingly be .subject to priwite 
profit considerations and it is a widely. 
shared impression that investors in the 
private sector in India arc more inclined 
to investing in consumer goods industries 
of different types rather than investment 
goods. Production of consumer goods, 
speaking generally, requires relatively less 
capital and have shorter gestation lags as 
compared to production of investment 
goods. On iheothcr hand, with the expan¬ 
sion of incomes of the middle section of, 
income earners the demand for certain 
consumer goods including different 
luxury* items has been increasing in re¬ 
cent years so that marketing of such com¬ 
modities may be supposed to involve lesser 
uncertainty than docs the marketing of in¬ 
vestment goods, the demand for which 
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depends on a number or conqtlec decision 
factors operating at different levels, public 
as well as private. The preference for in¬ 
vestment in the quick return industries 
producing consumables may also be asso¬ 
ciated with the existing status of many of 
the private investors in India who do not 
have adequate command over capital to 
make possible substantial long-term in¬ 
vestments in the relatively capital inten¬ 
sive investment goods industries Under 
these circumstances, a reduction in the 
proportion of public investment in total 
national investment and the withering 
away of government control of industries 
in the private sector may be associated 
with a reduction in the share of investment 
goods industries in total national invest¬ 
ment in the physical sense. 

In view of the above mentioned reasons 
if it is assumed that as a result of the new 
industrial and economic policy the share 
of investment goods in national invest¬ 
ment will decline by a stipulated percen¬ 
tage, it becomes important to have know¬ 
ledge regarding the possible impact of 
such a change in the pattern of national 
investment allocation on the long-term 
growth path of the economy, it may also 
be useful to have knowledge regarding the 
extents to which domestic efnciency in 
resource use and the inflow of investment 
goods from abroad will have to be increas¬ 
ed if a growth path similar to the one cor¬ 
responding to a stipulated higher share of 
investment goods in national investment 
is sought to be recovered. These arc the 
questions which the mathematical model 
presented in the next section has been 
designed to deal with. 

II 

Mathematical Model 

The model is based on a framework 
which divides the economy into two sec¬ 
tors of which one produces investment 
goods and the other produces consumer 
goods. In accordance with the above men¬ 
tioned sector classification the GDP is 
defined as the sum total of the outputs 
of investment goods and consumer goods. 

The economy is defined as an open one 
in the sense that a part of national out¬ 
put is exported and the domestic supplies 
of the two types of goods include the 
quantities of these goods imported from 
abroad. Under this framework both na¬ 
tional output and exports have the status 
of endogenous variables. On the other 
hand, imports are assumed to depend on 
current export earnings, the exact relation¬ 
ship between the two depending on 
assumptions regarding the availability of 
foreign exchange resources over and above 
current export earnings. 

Time is treated discretely with an year 
as unit and it is assumed that there is a 


uniform gestation lag of one year between 
investment and capacity expansion in both 
investment goods and consumer goods in¬ 
dustries. It is also assumed that domestic 
outputs and aports are evaluated at con¬ 
stant prices. The GDP may then be pro¬ 
jected with the help of equation (I) 

\ - Y„llfa„{ + 

z’(l+A,/l,)']) I- 
* 1 «> '* 

«"<1 ' ' . .(I) 

where 

Y, = gross domestic product in year I 
= imports in year x 
= rate of investment in the base 
year o 

A «- share of investment going to in¬ 
vestment goods industries 
A^ = 1 - A^ = share of investment going 
to consumer goods induslrics 
K, = share of investment goods in total 
import 

~ incremental output-capital ratio 
in investment goods industries 
incremental output-capital ratio 
in consumer goods industries 

DtRlVATION OF THE MODI I 

Equation (I) is derived in the following 
manner. If the domestic capacity of pro¬ 
duction of iiiVcstment goods in year t is 
denoted as IJ*. the physical amount of in¬ 
vestment in the economy in year t ..lay be 
represented as 

1, = I"+K,M, ..(2) 

where . 

It is easy to see that the above relations 
may be obtained on the basis of two 
assumptions. The first of these is that 
there is full capacity utilisation in the in¬ 
vestment goods sector so that ’“can be 
taken to represent the domestic output of 
investment goods. At a later stage this 
assummion wilt be relax.^. "fhe second 


assumption is that the whole output ot the 
investment goods sector is available for 
domestic investment. To fulfil the above 
mentioned condition it has to be assum¬ 
ed that investment goods are not exponed. 
However, from the point of view of the 
government’s NEP the last mentioned 
assumption which implies that only con¬ 
sumer goods are assumed to be exported, 
may be regaidcd as a congenial one in the 
following sense. On account of this 
assumntion a relatively higher share of in¬ 
vestment going to ransumer goods in¬ 
dustries may appear as desirable as it may 
be associated with a higher time path of 
export earnings than that corresponding 
to a higher share of investment going to 
investment goods industries. Now, if it is 
hypothesised that the NEP will be 
associated with a rise in the share of con- 

TsKII 2- PARAMniRS Rll-KlSIMIMi 
Aiukaiivi Siiakls and 1 kadi Uai AN( 1 


Parameter Alleinative Assunyilions 
t ■ II ■ 111 


X 

0.40 

0.50 

O.W) 

X 

0.50 

0 40 

0 40 


0«4* 

0«4 

0 54 

♦ 

1 00 

too 

1 00 


Noicv • This value of K, has been oblamcd 
on the ba.sis of intormaiioii presemed 
III Economic Survevi, I98<)-S7 lo 
1V90-9I 

Tabu 3 Basi Vi ar Vaui s oi Consmnis 


Conslant Value 


Y“ 100 00 

a" O.JT 

1“ 37.00 

C " 53 00 

M 5 50* • 

(> 

Moles: * Assumed on ihc basis of rcceni in 
formation iclaling lo value of pro 
duclion by industry of origin obtain¬ 
ed from National AicounH Slattstics 
and Quick tMuiiaie^. ** Assumed on 
the basis of iccriit inlormaiion 
piescnled in Economic .Surveys 


T SBI 1 I PaRAMI II HS Rll All Ij in pRi .Oi ( TION AND l-AI*')RI'. 


Paramclcr 

Values 

Special 

Assumption 

Assumption of Assumption of 


Assumed in 

Assumpiioii 

ol 100 Per 

80 Per Ccni 

60 Per Cent 


View of 


C eni Capacity 

Capacity 

Capacity 


Official 


Ijlilisa.’on 

Utilisation 

Utilisation 


Information* 






(1) 

(11) 

(ml 

(isl 

(') 

P 

0154 


0 154 

0 1232 

0 0*724 

P, 

0 125 


0 125 

0 10 

0 075 

e 

0 051 

0 07850317 a 




e 

0 047 

0.00 





Moles- * Values of/}^ and assumed in siess of lads picsemcd in technical Noie on sixth five- 
year plan and seventh Hve-year plan. Values of 6^ and 6, estimated on ihe basis of data 
ptesemed <n Iconomu Surveys, I9K6-87 to 1990-91 
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sumer goods in domestic investment, the 
assumption that only consumer goods are 
exported may tend to increase its 
desirability from the point of view of 
growth of export earnings associated with 
this policy. In Section III of this paper the 
sensitivity of the export growth path to the 
assumption that investment goods are not 
exported will be assessed by comparing 
the quantitative results obtained on the 
basis of of this assumption with those ob¬ 
tained by relaxing this assumption. But 
for the time being let us maintain the 
assumption that investment goods are not 
exported. 

Substituting equation (3) in (2) above 
we obtain the difference equation 

', = C.+*A».-. + KM. ..,(4) 

which has the solution 

l“(^ + W + 

+ * '4 KM. ...(5) 

X - o 

From equation (5) it may be seen that the 
domestic production capacity of invest¬ 
ment goods in year l is given by 

!;■ = 1“ (l + Ayj.)' + 

On the other hand, production of con¬ 
sumer goods in the economy may be 
represented in terms of the difference 
equation 

cr - cr, 4 . (7) 

which has the solution 

C“ +A../}.{l“l‘ (l + A.p,)« 

4K, z' M.d-t-Ajp,)'-' '} .. .(8) 

x»o 

Adding equations (6) and (8) and using 
the relation C“=Y“ -l“, we obtain 

Yr= y„4i::{o+aa)'-)4 

K.f'M,(A^^4A./J,)(l4AA)'— 

If it is assumed that production capacities 
of both investment goods and consumer 
goods are fully utilised, (9) may be writ¬ 
ten as 

Y, = Y„lI-Ka„{(l + A,/},)--I + 

A^ i'(i-tA.p,r}l + 

X* o 

K,(A^, 4 ^P) z M. ( 1 4 kp,y ' 

which is the same as our equation (1). 


Imports and I^xpoiits 

In order to obtain a time path of GDP 
with the help of equation(l) above, one 
has to start with a giver; set of valuc.s of 
annual imports M, for x = 0, 1, .., i -1 
Under our mathematical framework if the 
base year value of imports M.. is speci¬ 
fied exogenously, all the other valu."'' of 
annual impoits may be obtained from an 
export function by making a suitable 
assumption regarding the relation between 
current exports and imports. It may be 
assumed that 

M, - 4E, (10) 

where E, denotes exports in year x and ^ 
is a parameter, the magnitude of which 
depends on the assumption made regar¬ 
ding the balance of trade. Thus ^ = I 
represents the assumption of balanced 
trade and forf >1, M, exceeds E,. This 
last mentioned case implies that the gap 
between current exports and imports will 
have to be assumed to be met by making 
u.se of additional sources of financing im¬ 
ports such as foreign assistance or foreign 
private investment. 

if it is assumed that the export bundle 
consists solely of consumer goods, then 
with a given base year value M.., the 
values of annual exports, E, for x = 1, 
2, ..., t may be obtained from the export 
function presented below: 

E. = 

x-o 

4K.z'm,(I4A,/J.)' > '} . (11) 

ii»o 

where denotes export of consumer 
goods as a proportion of the value of out¬ 
put of consumer goods at constant 
domestic prices. It may be noted that to 
calculate the time path of exports on the 
basis of this export function, one has to 
make use of the feedback link which is 
assumed to exist between exports and im¬ 
ports as represented by equation (10) 
above. 

Rf.i axation of Assumptions 

Let us now discuss the possibility ol 
relaxing two restrictive assumptions made 
in the course of our discussion so far. 1 he 
first of these is the assumption that invest¬ 
ment goods are not exported. Relaxation 
of this assumption may be possible if a 
new parameter 9. representing investment 
goods exports as a proportion ol the 
domestic output of investment goods is 
introduced and the investment function is 
adjusted so that it can take into account 
the annual outflow of investment goods 
in the form of exports. 

The second restrictive assumption is 
that of complete utilisation of production 


capacities in the two settoirs of tfie 
economy. With less than full capacity 
utili.sation, the incremental output-capital 
ratios will no longer be the same as the 
incremenia: capacity-capital ratios. But If 
one takes the base year levels of outputs 
of the two sectors as data and if it is 
assumed that m a particular sector a 
definite propt'rtion of production capaci¬ 
ty will always be utilised, then such diver¬ 
gence between production capacities and 
output levels does not stand in the way of 
projecting future national output by mak¬ 
ing u.se of our two sector framework. The 
time patlcs ot GDP and exports may be 
calculated under specific assumptions 
regarding the extent of capacity utilisa¬ 
tion, if the values of the incremental 
output-capital ratios /I. and /3, are ad¬ 
justed accordingly 

The two-sector model presented here 
can be used for obtaining the time paths 

1 AHi 1 -tta). Pkoihti 0 Avi rai.i Annual 
tiKowiM Rah SOI tiDP unim r 100 PibC tNT 
('Al-A< IIS Urn ISAIION ANII BAI ANCCdTRADE 


Allcrnalivc Assum ptions 


Time Period 

A, 0.60 
a'-0,40 

K - 0.84 

1 

A - 0.40 

a' - 0,60 

0.84 

It 

A =0.40 

A =0.60 
K.=0,64 

III 

m2 mi 

S. 8,t 

.S.85 

5-70 

1997-2002 

6.T4 

5.78 

5.64 

2002-2007 

6 76 

5.74 

5.60 

2007-2012 

7.08 

S.71 

5.57 

1992-2012 

6.50 

5.77 

5.63 


fAHit 4(b): Prouctlu AriRAGt Annoai 
C/R owTH Ramsoi GDP uNiXR 80 Pfk Cent 
C M’A( its Util ISAIION and Bai anced Trade 


Alitrnaiivt Assumptions 
A ^ 0.60 \ = 0.40 A. =0.40 
Time Period A -0.40 A, =0.60 A =0.60 
K =0.84 K, = 0J4 K=0.64 
' I It III 


1992-1997 

4.66 

4.68 

4.57 

1997-2002 

5.00 

4.63 

4.52 

2002-2007 

5.29 

4 61 

4.49 

2007-2012 

5 5.t 

4.58 

4.47 

1992 2012 

5.12 

4 63 

4.51 

T AHI [ 4<C)' 

Pkoiti'ii D Avi RAol Annual 

GknwiH RaUsdI GUP 

iiNDiR 60 Percent 

C'AI’At MV UTII ISAIION AND BaI AN< ED TRADE 


Alirrnaiive Assumptions 


A - 0.60 

A -0,40 

A, =0.40 

Time lAiriod 

a' - 0.40 

A 0.60 

A - 0.60 


K, - 0.84 

K, -0 84 

K,-0.64 


1 

II 

III 

1992 1997 

.1.47 

).51 

3.43 

1997-2002 

3 67 

3.48 

3.40 

2002 2007 

3.85 

3 47 

3.38 

2007-2012 

400 

3 45 

3.37 

1992-2012 

3 75 

3.48 

3.39 
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of GDP and exports under different 
assumptions regarding the values of the 
parameters that are involved. On the basis 
of such variational exercises one can assess 
the possible effects of stipulated changes 
in the allocation of investment and im¬ 
ports or of changes in the levels of capaci¬ 
ty utilisation and efficiency on the long¬ 
term growth path of the economy. 

Ill 

^antitative Resuita 

The mathematical model presented in 
the last section was programmed' for ob¬ 


taining quantitative results with the help 
of a computer. Numerous computational 
experiments were made with different sets 
of values of parameters with a view to 
discover the important characteristics of 
the time paths of GDP and exports over 
a time horizon of 20 years starting from 
1992. 

In column (i) of Hible 1, the values of 

and /I,-are the estimates of incremen¬ 
tal capacity-capita! ratios, obtained from 
official statistics, in column (iii), the same 
values are also presented as incremental 
output-capital ratios under the assump¬ 
tion of too per cent capacity utilisation. 


Column (iv) and (v) of the table present 
the values of the incremental output- 
capital ratios under the assumptions of 80 
per cent and 60 per cent capacity utilisa¬ 
tion levels respectively. Column (ii) of 
Table I shows the values of 6, and 0, 
under the assumption that consumer 
goods only are exported, it may be seen 
that the value of 0 has been augmented 
vu as to compensate for the assumed 
absenre of export c.timings from 
domestically produced investment goods. 

The three sets of parameter values pre¬ 
sented in Table 2 represent three alterna¬ 
tive sets of assumptions relating to eco¬ 
nomic policy. While under alternative I, 
60 per cent of investment is assumed to 
be allocated to investment goods industries 
and 40 per cent of investment to consumer 
good.s indu.stries, under alternative II the 
share of investment goods is assumed to 
be 40 per rent and the share of consumer 
goods 60 per cent. Under alternative 111 
in addition to the as.sumed increase in the 
share of consumer goods a.s under II 
above, the share of investment goods K, 
in total imports has been reduced to 64 
per cent from 84 per cent as under alter¬ 
natives I and II. In all the three cases it 
has also been assumed that the value of 
^ equals l.UO, implying that trade is 
balanced. 

T^ible 3 presents the assumed base year 
values of the different constants. It may 
be noted that the base year rate of physical 
investment has been assumed in view of 
available facts regarding the division of 
national income into different parts in ac¬ 
cordance with industries of origin. On the 
other hand with the assumed base year 
GDP level of 100, the base year level of 
imports is simply imports as percentage 
of GDP as found from recent official 
observations. 

Time Paths 

In figures 1,2 and 3, three seU of curves 
representing the time paths of index 
numbers of GDP under the assumptions 
of 100 per cent capacity utilisation, 80 per 
cent capacity utilisation and 60 per cent 
capacity utilisation respeaiscly, have been 
presented. In each of these figures three 
curves corresponding to the three alter¬ 
native sets of assumptions regarding 
parameters A, and K, of Tkble 2 have 
been presented. All these three sets of 
curves have been obtained on the basis of 
the assumption that the values of the 
parameters 0^ and 0, are those presented 
in column (ii) of Thble I and that the 
values of the parameters p^ and p^ used 
for obtaining the time paths under the 
assumptions of 100 per cem, 80 per cent 
and 60 per cent capacity utilisation respec¬ 
tively, are those presented in columns (iii), 
(iv) and (v) respectively of the same table. 
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In addition in ail these projections the 
base year values of constants presented in 
Ikbic 3 have been incorporated. 

Now, if one examines the relationships 
among the three curves presented in any 
one of the three figures it can be seen that 
a curve corresponding to assumption 1 of 
Tabic 2 after a short span of years starts 
rising much above the other two curves. 
On the other hand a curve corresponding 
to alternative a.ssumption III remains 
lower than that under assumption III of 
Ikble 2. 

In other words, in any one of the rigutes 
the three time paths of GDP under the 
thtee sets of assumptions regarding allo¬ 
cative shares represent three long-term 
development alternatives for the Indian 
economy under a specific assumption 
regarding the possible extent of capacity 
utilisation. From these curves showing the 
alternative time paths of GOP, it is evi¬ 
dent that under balanced trade conditions, 
a stipulated 20 per cent leduction in the 
share of investment going to investment 
goods industries can result in a signifleant 
lowering of the time path of GDP. In ad¬ 
dition, a 20 pa cent lowering of the share 
Kj of investment goods imports in total 
imports can result a furtha lowering of 
the time path, though such lowering will 
be much less significant than the growth 
retarding effect of a lowering of A,. 

From the figures it is also interesting to 
observe that the curves showing the time 
paths of GDP under different assump¬ 
tions regarding parameter values start 
from almost the same level and diverge 
after the passage of some years. Thus 
in contrast to the two-sector model of 
Mahalanobis, in the case of the present 


model there may not be an intersection 
of curves corresponding to alternative 
assumptions regarding the allocation of 
investment. 'Hie reason behind this is that 
the present model is based on the assump¬ 
tion of an open economy where imports 
of investment goods balanced by exports 
of consumer goods may to some extent 
reduce the initial gap between time paths 
of GDP under alternative assumptions 
regarding the allocation of investment bet¬ 
ween the two sectors of the economy. 

Comparing all the three figures showing 
alternative time paths of GDP, it can also 
be found that each of the three curves 
under the assumption of 100 per cent 
capacity utilisation, is significantly steeper 
than its counterpart under the assumption 
of 80 per cent capacity utilisation. Each 
of the curves under the last mentioned 
assumption again, is steeper than its 
counterpart under the assumption of 60 
per cent capacity utilisation. 

The different projections of GDP, men¬ 
tioned so far and the corresponding pro¬ 
jections of exports will henceforth be 
identified in the terms stated below: First¬ 
ly, we shall describe all projections under 
the assumption of 100 per cent capacity 
utilisation as over-optimistic Secondly, all 
projections under the assumption of 80 
per cent capacity utilisation will be 
described as optimistic Thirdly, the pro¬ 
jections unda the assumption of 60 pa 
cent capacity utilisation will be termed as 
pessimistic On the other hand, in accor¬ 
dance with the altomative assumptions of 
Ihble 2, the alternative projections of 
GDP or exports under any given assump¬ 
tion regarding capacity utilisation will be 
distinguished as projection I or projec¬ 
tion II or projection 111. 


Growth Rates of Ekforts under 100 m 
Cent Cafacitv Utilisation and 
BALAN ftP Trade 



Alternative Assumptions 


A =0.60 

Aj=0.40 

A, =0.40 

Time Period 

A =0.40 

A =0.60 

A =0.60 


K^-.0 84 

K, = 0 84 

IC=0.64 


1 

11 

III 

1993-1997 

4.43 

6.01 

5.86 

1997-2002 

5.08 

5.93 

5.77 

2002-2007 

5.74 

5.85 


2007-2012 

6.29 

5.80 

5.65 

1993-2012 

5.43 

5.89 

5.74 


Table S(b): Prpje(TF.d Averath Annual 
Growth Rates or Expoins under 80 Per Cent 
Capacity Utilisation and Balanced Trade 


Aljei naiivc Ass umptions 



A ^--0.60 

A, =0.40 

A, =0.40 

Time Period 

A^' -0 40 

A =0.60 

A^ =0.60 


K,-0K4 

k',-0.84 

K,=0.64 


1 

II 

111 

1993 1997 

3.48 

4.81 

4,69 

1997 2002 

3.91 

4.75 

4.63 

2002-2007 

4 35 

4 70 

4.58 

2007-2012 

4 74 

4 66 

4.54 

1993-2012 

4 15 

4,73 

4.61 


lABii 5(c): Phojutli) Avlral.e Annual 
tiRo* IH Rails oi hxixwis under 60 Per Cent 

CaPALIIV IJIU ISAIION AND BAI ANCED TRADE 


AMemaiivc Assum ptions 



A^ - 0,60 

A,- 0,40 

A =0.40 

Time Period 

A'-0.40 

A ,-0.60 

A =0.60 


l^,=0.84 

1 

k,=0.84 

K, =0.64 


11 

III 

1993-1997 

2,56 

3.59 

3.50 

1997-2002 

2.81 

3.56 

3.47 

2002-2007 

3.07 

3.53 

3.44 

2007-2012 

3.31 

3 50 

3.42 

1993-2012 

2.96 

3.54 

3,45 


Tabu 6: Audiiionai Ineiow oe 

InVISIMINI CkKIDS* 

fPercentait) 


Increase in 

100 Per 

80 Per 

60 Per 

hrriciency 

C'ent 

Cent 

Cent 


Capa- 

Capa 

Capa- 


city 

city 

diy 


Ulili- 

Ulili- 

Ulili- 


saiion 

safion 

sauon 


<» 

<■•) 

(ill) 

2 

110,72 

93.28 

70.40 

5 

84.48 

68 48 

44.80 

10 

42.88 

27.52 

3.84 


Note-. * As percentage of expori-balanced im- 
purls and increase in efficiency re¬ 
quired for recovery of long-term 
growths rate under alternative I. 
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Ikbles 4(a), 4(b} and 4(c) present the 
over-optimistic, optimistic and pessimistic 
sets of compound average annual growth 
rates of GUP respectively, for four con¬ 
secutive five-year periods starting from 
1992 and for the 2(>-ycar per iod as a whole 
From T^ble 4(a), it niav be seen that the 
growth rate of GOP in the ovcr-optimistic 
case and under assumption I, increases 
from 3.83 per cent per annum during the 
first five-ycai period tt> as much as 7.08 
during the fourth five-year period, the 
average rate for the whole period of 20 
years being 6..50 per cent pei annum. The 
long-term growth rate under assumptions II 
and III are 5.77 and 5.63 respectively and 
in both these cases the five-year average 
rates decline continuously between the 
first five-year period to the fourth five- 
year period. One can also find a similar 
pattern of inteilempurai variation of 
growth rate among the alternative protec¬ 
tions I. il and ill under the optimistic and 
the pessimistic assuinpiioas relating to 
capacity utilisation. For the optimistic set 
of alternative growth projections, the 
long-term average growth rate of GDP 
ranges from 5.12 {>er cent per annum for 
alternative I to 4.51 pei cent for alternative 
111 and for the pessimistic set of projections 
it ranges Irom 3.75 per cent under alter¬ 
native 1 to 3.39 per cent for alternative 111. 

From lables 4(a), 4(b) and 4(c), it is 
dear that speaking generally, the sensitivi¬ 
ty of the long term growth rate of GDP 
to a stipulated 20 per cent variation in 3,, 
i e, the proportion of investment going to 
investment goods industries, i.s significant¬ 
ly larger Chan its sensitivity to a 20 per cent 
variation in K,, i e, the proportion of in¬ 
vestment goods imports to total imports. 

Beside this, keeping the value of K, un¬ 
changed at its 0.84 level we have also 
tested the seasitiviiy of the time path of 
GDP to that of imports. In our model, 
the parameter 4 is a proportionality factor 
assumed to be holding between imports 
and exports. With all other things un¬ 
changed. a variation in the value of 4 
therefore will imply a corresponding 
variation in the time path of imports. It 
has been found that a stipulated 10 per 
cent increase in the value of 4 results in 
an increase in the long-term growth rate 
of GDP by 0.05 approximately under our 
over-optimistic estimate; the magnitudes 
of approximate increases in the optimistic 
and pessimistic cases are 0.04 and 0.03 
respectively. These facts show that 
generally spea king the time path of GDP 
is not significantly affected by moderate 
variations in the level of imports. 

EXt'OKTS 

The five-yearly average annual com¬ 
pound growth rates of export earnings 


respond to the alternative possible growth 
rates of GDP as presented in Dibles 4(a), 
4(b) and 4(c), respectively. These alter¬ 
native growth rates of export earnings 
have been obtained in accordance with the 
three alternative sets of assumptions of 
Dible 2 and the over-optimi.stic, optimistic 
and pessimistic assumptions relating to 
capacity utilisation. These projections are 
also based on the special assumptions 
regarding the values of 6^ and fl, as 
presented in column (ii) of Thble I. 

I rom Tables 5(a), 5(b) and S(c), it may 
be seen that like GDP growth rate,s, the 
alternative long-term growth rales of ex¬ 
ports also vary directly in relation to the 
extent of capacity utilisation assumed. But 
the relations observed among the periodic 
growth rates of exports under the three 
alternative assumptions 1, II and MI are 
different from tho.se observed among 
alternative growth paths of GDP. It is thus 
found that in contrast with the case of 
GDP growth, the highest long-term growh 
rale of exports is obtained under assump¬ 
tion 11 according to which 60 per cent of 
total investment is allocated to consumers’ 
goods industries. The long-term growth 
rate of exports is slightly lower in the case 
of assumption III under which the share 
of investment goods in imports is 20 per 
cent lower. The lowest average long-term 
growth rate of exports is however obtain¬ 
ed under assumption I according to which 
60 per cent of investment is shared by in¬ 
vestment goods industries. It can further 
be seen that under assumption I, the 
growth rate of exports is the lowest for the 
first period and rises gradually up till the 
last pertcKl. But under 1 and II. the rates 
gradually decline from a height attained 
during the first period. The above men¬ 
tioned relations are similar under all the 
three assumptions regarding levels of 
capacity utilisation. 

The difference between the pattern of 
relations among the alternative growth 


tions among the correspondiRg alternative 
growth paths of GDP under any given 
assumption regarding the extent of capa¬ 
city utilisation as mentioned above, is 
attributable to the special assumption: 
made regarding the values of the para¬ 
meters 0^ and 0, (column (ii) of Ihble 1). 
In a separate exercise, keeping all other 
things uncharged, the assumed zero value 
of 0, and the augmented value of 0^ were 
both replaced by their observed values 
(column li) of Thbic 1). From this exercise 
it was found that under any given assump¬ 
tion regarding capacity use the pattern of 
relations among the alternative growth 
paths of exports have a considerable 
degree of similarity with the pattern of 
relations among the corresponding altei- 
native growth paths of GDP. A striking 
point to note however, is that while the 
above mentioned changes in the values ot 
the two parameters concerning exports 
tend to increase, the average long-term 
growth rate of GDP under projection I 
and to reduce the same under projections 
II and 111 the magnitude of suc.'i changes 
in long term growth rates of GDP under 
the over-optimistic assumption regarding 
capacitty utilisation remains within a 
range of _f 0.12. The range becomes lower 
as one assumes lower and lower extent: 
of capacity utilisation. Thus, the impact 
of the aforementioned changes in the 
values of 0^ and 0, on the alternative 
growth rates of GDP may be considered 
to be insignificant. 

The last mentioned point has the 
following significance for the growth ol 
the Indian economy under the NEP: Even 
if it is assumed that investment goods will 
not be exported and that an augmented 
proportion of consumer goods output will 
be exported in the coming years, the 
resulting augmented growth of export ear¬ 
nings cannot suffice to restore the higher 
growth path associated with alternative 
assumption I if market forces reduce the 


Tabie 7: Time PAfTEHN or GDP Gbowth Rtroviitro 


too Per Cent Capacity 80 Per Creni Capacity <>0 Per Cent Capacity 


Time Period Utilisation_ Utilisation Utilisation 



Case A, 

Case B, 

Case Aj 

Case Bj 

Case A, 

Case B, 

1992-1997 

6.49 

6.54 

5.12 

5.16 

3.76 

3.78 

1997-2002 

6..S5 

6.S3 

5.15 

5.14 

3.77 

3.76 

2002-2007 

6.51 

6.49 

5.12 

5.11 

3.75 

1 73 

2007-2012 

6 48 

6.45 

5.10 

5.08 

.3 73 

3.72 

W2-2()I2 

6.50 

6.50 

5 12 

5.12 

3.75 

3 75 


Notes A,- .S per cent increase in efficiency; 84,48 per cent increase in capital goods inflow, 

B| to per ccni increase in efficiency; 42.88 per cent increase in Cdpiial goods inflow 

Aji 5 per cent increase in efficiency; 68.48 per cent increase in capita I goods inflow 

Bj. JO |.ier cent increase in efficiency; 27.52 per ceni incfea.se in capital goods inflow. 

A, - 5 per cent increase in efficiency; 44.8 per cent increase in capital goods inflow, 

B, . 10 per cent increase m efficiency; 3.84 per cent increase in capital gsHids iiifiuw. 
Other a.ssumpiions: 

» - 0.078603174. e - 0.00 il = o.40. 3 = 060, K - 0 64. 
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value Of A, lo the level assumed under 
alternative II or if A, and K, together arc 
reduced to the level of alternative III. 

Growth RtcovERv 

Achieving a high rate of growth of GDP 
is and has always remdined a declared ob¬ 
jective of Indian planning. As a matter of 
fact, the declared growth target of S.6 per 
cent per annum for India’s Eighth Five- 
Year Plan (1992-97) is higher than the rale 
of growth projected according to our 
assumption 1, i e, under an assumed 80 
per cent capacity utilisation (Table 4b), 
that has been termed by us as ‘optimistic*. 

If it is assumed that as a result of the 
NEP the values of A, and K, will be 
reduced to the levels of assumption 111 
and that such reduction will be irreversible 
during the coming years, then under any 
specific assumption regarding the extent 
of capacity utilisation, our two-sector 
framework shows that India’s GDP may 
move along the lowest of the three time 
paths given by the three altematiw 
projections. 

In view of India’s declared objective of 
achieving a high rate of growth, the need 
for finding ways and means of restoring 


the potential high growth path given by 
projection I cannot be underestimated. 
Even if it is assumed that A, and K, will 
remain at the low levels of alternative 111, 
one may think of certain other ways of 
achieving a recovery of the high growth 
path of projection I. The possible ways in¬ 
clude: (I) increasing the inflow of capital 
goods from abroad with the help of 
foreign aid or foreign private investment 
and (2) increasing the incremental output- 
capital ratios by increasing the level of ef¬ 
ficiency in resource use and the extent of 
capacity utilisation. 

As a mat'er of fact, the government has 
recently been reiterating the importance 
of both the above mentioned ways as an 
inseparable part of the NEP. But in order 
to assess the feasibility of restoring the 
high long-term growth rate of projection 1 
in the above mentioned ways, one needs 
to have quantitative knowledge regarding 
the ntents to which the inflow of capital 
goods from abroad and the domestic effi¬ 
ciency in resource use will have to be 
augmented. 

Quantitative knowledge regarding the 
requirements of increasing domestic effi¬ 
ciency in resource use and of additional 


MVitV'* I twin «»vaiiMi«B 

in order to restore the high long-term 
growth rate of GDP as under alternative 
assumption I, may be obtained from 
variational exercises under our two-sector 
framework, by finding out the different 
combinations of the required percentage 
increase in the sector-specific incremen¬ 
tal output-capital ratios and the required 
additional inflow of investment goods 
from abroad as percentage of the normal 
levels of imports which are assumed to be 
balanced every year by the current export 
earnings. 

The percentages of additional inflow of 
investment goods from abroad correspon¬ 
ding to different stipulated percentages of 
efficiency increase required for achieving 
a recovery of the high long-term growth 
rates (Projection 1) of GDP under dif¬ 
ferent assumptions regarding the extent of 
capacity utilisation, have been presented 
in 1kble 6. These results show that the two 
different means of restoring the high 
growth rate have an area of^substitutability 
between them. If the stipulated percentage 
increase in efficiency is higher, the require¬ 
ment of additional inflow of investment 
goods becomes lower and vice versa. 

As a matter of fact, if one plots the two 
sets of corresponding percentages of 
Ikble 6 in a graph, the points obtained 
under any specific assumption relating to 
capacity utilisation are found to be 
located on a straight line. From Figure 4, 
it can be seen that the lines obtained under 
the assumptions of 60 per cent. 80 per 
cent and 100 per cent capacity utilisation 
are higher and higher in that order. 

We have termed these lines as Growth 
Recovery Lines in the sense that they show 
the ranges of substitutability between the 
two distinct approaches or measures 
which may be employed with a view to 
recover a targeted long-term growth rale. 
Under any given assumption regarding the 
extent of capacity utilisation, it is also 
possible to obuin lines, of which the 
higher ones correspond to higher targets 
of long-term growth rat^. In this sense 
a line of this type might also be termed 
as an iso Growth Line. 

Table 7 presents the compound average 
annual growth rates of GDP for four con¬ 
secutive five-year jieriods starting from 
1992 under alternative assumptions relat¬ 
ing to the extent of capacity utilisation 
and under alternative assumptions regar¬ 
ding parametric variations such that the 
long-term (1992-2012) growth rate under 
each assumption regarding capacity utili¬ 
sation equals the long-term growth rate 
under projection I despite the fact that in 
each case the values of A, and K, are the 
same as those assumed under projection 
III. The alternative packages of 
parametric variation used for obtaining 
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dude, a 5 per cent increase in efficien¬ 
cy in domestic resource use together with 
an appropriate extent of additionaJ inflow 
of capital goods from abroad expressed 
as percentage of imports which were 
assumed to be balanced every year by cur¬ 
rent export earnings and (B) a 10 per cent 
increase in efficiency and the correspon¬ 
ding percentage of additional inflow of 
capital goods from abroad. 

From Table 7, it may be seen that under 
all the three different assumptions relating 
to capacity utilisation in case A, the 
growth rate reaches a height in the second 
five-year period and then lends to decline 
gradually whereas in case B, the growth 
rate tends to decline gradually from a peak 
attained during the first five-year period. 
But it should also be noted that these dif¬ 
ferences in the trends of growth rales can¬ 
not be regarded as significant enough. 

If however, one comparts the growth 
rates of Table 7 under any given assump¬ 
tion regarding the extent of capacitty 
utilisation with the corresponding growth 
rates under projection I as presented in 
liibles 4(a), 4(b) and 4(c), a much more 
significant difference in the time pattern 
of growth may be observed. Whereas 
under projeaion 1 of these tables, the 
growth rate is the lowest during the first 
Hve-year period and rises gradually dur¬ 
ing the subsequent periods, the recovered 
growh rates of Ihble 7 for all the five-year 
periods remain more or le.s5 in the prox¬ 
imity of the recovered long-term average 
annual growth rates concerned. 

If one makes a bold assumption that 
the prospects of income increase of the in¬ 
dividual members of the country depend 
in a direct way upon the rate of growth 
of GDP and if it is further assumed that 
the people of the country have lime 
preferences such that they assign a greater 
utility to the prospect of a growth of their 
incomes in the nearer future than the utili¬ 
ty which they assign to the prospect of in¬ 
come increase of the same order in a more 
distant future, then, a recovered growth 
path of Tkbir 7 may appear as preferable 
to the corresponding growth path under 
projection I, as given in liibles 4(a), 4(b) 
and 4(c) in the sense that the present dis¬ 
counted value or utility of the stream of 
GDP for the people may be larger in the 
case of growth recovered. 

However, even if one does not question 
the assumptions or. which the above pro¬ 
position is based, one cannot overlook the 
question of feasibility of such a growth 
recovery from a practical point of view. 
The results presented in labieb show that 
significant increases of capital inllow 
from abroad or of domestic efncicncy in 
lesouioe use or a combination of both will 
be necessary for raising the long-term 


tion III to the high levd of projection 1. 
Such a task does not appear to be too easy 
on account of the following reasons. 

Recovery of the high long-term average 
rate of growth requires that the augmented 
levels of efficiency in domestic resource 
use and inflow of capital goods from 
abroad be maintained over the entire time 
horizon of perspective planning. It has 
been pointed out earlier that additional 
inflow of capital goods from abroad, over 
and above imports which aie balanced by 
the country’s own export earnings may be 
possible either with the help of foreign aid 
or through increased foreign private 
investment. 

So far as foreign aid is concerned, its 
availability depends on various political 
factors at the international level and it 
may not be wrong to suggest that the 
financing of capital goods imports from 
abroad by foreign aid may be associated 
with a considerable extent of uncertain¬ 
ty. As regards foreign [private investment, 
the uncertainty involved may be even 
larger, because the nature and extent of 
foreign private investments depend on 
considerations relating to changing and 
unpredictable market conditions. 

As regards domestic efficiency in re¬ 
source use, it is a more or less well known 
fact that in India the existing incremen¬ 
tal capital-output ratios are unduly high 
in many industries as compared to other 
developing countries so that there seems 
to remain a scope for improvement. Such 
improvement may in theory be possible if 
production may be rationalised by achiev¬ 
ing a technically more efficient combina¬ 
tion of the productive factors, by increas¬ 
ing managerial efficiency and by increas¬ 
ing the extent of utilisation of capacities 
where such a scope remains. 

But the question which remains to be 
answered is, whether the steps taken as 
part of the NEP can suffice to achieve a 
tangible improvement in efficiency or not. 
Hirnin^once again towards general facts 
concerning the Indian economy, one finds 
that the reasons behind the existing lack 
of efficiency and incomplete utilisation of 
capacities of production broadly include 
imperfections of product as well as fac¬ 
tor markets adversely affecting the pro¬ 
fitability or viability of productive ven¬ 
tures, and a general lack of consistency or 
inter-industrial balances in investment 
pattern resulting in structural and finan¬ 
cial bottlenecks in public as well as private 
sectors. One can also find a host of dif¬ 
ferent political and social forces which not 
only influence economic decisions taken 
at different levels but also often stand in 
the way of implementation of decisions 
that are made. We have a history of in¬ 
dustrial sickness not only in the case of 


sigoificant etteat ia the private sector. 
Therefoie, whether the NEP with its 
magic wand of increasing privatisation 
and liberalisation of industries can lead 
to the augmentation of domestic efficien¬ 
cy in resource use to an extent which may 
make possible a growth recovery, remains 
an open question. 

Notes 

(Ashok Rudra kindly went through a draft of 
this paper and suggested some improvements. 
But the present writer stands wholly responsi¬ 
ble for the flaws which may still remain.] 

1 A detailed and analytical account of the 
Nehru-Mahalanobis strategy may be found 
in Chakravarty (1987). 

2 This model was found to be similar to a 
model by a Russian economist. Ferdman, 
whose work had remained unknown outside 
Russia until a translation of the same was 
published by Oomar (19.57). 

3 For a more detailed discussion of these 
assumptions sec Rudra (1973). 

4 On this point Rudra (1988) made some 
observations. 

3 Computer programming and graphics were 
done respectively by S N Ojha and Balatam 
Bhatiacharya of the Visva-Bhaiati Computer 
Centre. The present writer also acknowledges 
the help and co-operation of Utpal Ray, a 
research scholar in Atomic Physics (Visva- 
Bharati) in modifying the computer 
programme. 

References 

Chakravarty, S (1987); Development Planning: 
The Indian Experience, Clarendon Press, 
Oxford. 

Domar, E (1957): Essays in the Theory qf 
Economic Growth, Oxford Universiiy Press. 
Govemmeni of India: A Tichnical Note on the 
Sixth Plan of India (I980-S5I, Planning 
Commission, New Delhi. 

—: Economic ^rvey, 1987-88 to 199P-91. 

—: Seventh Five-Year Plan (198S-90/, Planning 
Commission. New Delhi. 

Mahalanobis, P C (1953); ‘Some Observations 
on the Process of Growth of National 
income’. Sankhya, Voi 12, No 4. 

Rudra. A (1975): Indian Plan Models, Allied 
Publishers. 

— (1988): ‘Luxury-Led Growth Strategy and 
Its Beneficiaries’, Economic and Political 
lilKkly, July 2. 


Economic and Political fKiekly 

Available from 


Kamakiishna News Agencies 
5-4-^70, Nco Mysore Cafe Lane 
Nampally Station Road 
Hyderabad • 500 001 
Andhra Pradesh. 


1460 


Economic and Political Weekly July 3-10, 1993. 




Female Beedi Workers in a South Indian 

Village 

A Uharmalin^ani 

While beedi work provides a guaranteed wage, secured employment and some degree of economic independence 
to rural women, it exposes them to economic and sexual exploitation. This study examines the working condi¬ 
tions in the beedi industry and the exploitative relations of production in a southern Tamil Nadu village. 


LABOUR force participation in non- 
agricultural sectors is a crude measure of 
economic well-being. India, though still 
largely agrarian, has experienced substan¬ 
tial increase in its manufacturing and ser¬ 
vice industries, particularly cottage in¬ 
dustries. Consequently, class and caste 
configurations have changed. Though 
caste has not lost its significance in rela¬ 
tion to ‘power’, cla.ss has become increas¬ 
ingly independent of caste. This change 
was due to economic and political changes 
in the wider society (e g, Beteille 1965; 
Epstein 1973] Beteille (1965:223) points 
out that the cTcation of large-scale non- 
agricultural crnployment has been an im¬ 
portant factor in altering the class struc¬ 
ture of Indian society. 

This paper examines female working 
conditions in a non-agricultural industry, 
beedi-making. The issues arc explored in 
the context of a village, Kaviyur (a 
pseudonym), in southern Ikmil Nadu. 
The study shows that beedi work provides 
full-time employment and some degree of 
economic independence to women. How¬ 
ever, it IS at the cost of economic and sex 
ual exploitation, and being exposed to 
several health hazards. Further, the ex¬ 
ploitative relations of production in beedi- 
making has given rise to conflicts at both 
the familial and societal level. 

THL VlLLAOt 

Kaviyur is situated in the southern 
district of Tirunelveli in Thmil Nadu, 
about SO km west of the district head¬ 
quarters. A survey was conducted between 
June and October 1987 to collect social, 
economic and demographic data. The 
total population at the time of survey was 
about 1,500. The majority of the village 
population (85 per cent) belonged to the 
nadar caste and about 10 per cent were 
Harijans. The selection of the village is 
largely based on my familiarity with the 
village population and history. I was born 
and grew up in the study village, so 1 can 
understand some of the complex social, 
cultural and demographic issues with 
much more clarity than would have been 
possible for an outsider. The past with 
which I compare the present is reconst¬ 
ructed throu^ not only my experience as 
an object in the village but also through 


what 1 have been told as a subject by the 
elders about their past work, gender rela¬ 
tions and so on. 

A quasi-anthropological approach in 
the tradition of micro-demography (a la 
Caldwell) was employed to collect quanti¬ 
tative and qualitative information [see 
Caldwell ct al 1988; Caldwell 1985]. This 
approach complements the large-scale 
survey method in trying to understand the 
nature of a phenomenon at the micro-level 
(Axinn ei al 1991; Smith 1989]. Follow¬ 
ing this method, data were collected from 
all workers through structured and 
unstructured questions, participant obser¬ 
vation, and in-depth probing. Qualitative 
descriptions arc presented with the inten¬ 
tion to give insights into the various social 
processes and conflicts in a changing 
socio-economic reality. 

How IS A BfcEDi Made 

Beedi is a crude cigarette in which 
tobacco IS rolled in a small beedi leaf 
(‘tendu’) and tied with a cotton thread. A 
beedi is smaller and less expensive than 
a cigarette; it is considered the poor man's 
cigarette, and is smoked -only by men in 
Kaviyur and in rural Ikmil Nadu in gene¬ 
ral. Beedi is made out of the materials 
supplied by the beedi contractor, viz, beedi 
leaves, tobacco, and thread. There is a 
predetermined amount of beedi leaves for 
a given amount of tobacco. The worker 
has to produce a fixed number of bcedis 
for the given amount of tobacco. The con¬ 
tractors are flexible only in the amount of 
thread bundles supplied. 

The four main steps involved in produc¬ 
ing a beedi are rewinding the thread, cut¬ 
ting the beedi leaves, rolling the beedi, and 
folding the beedi-head. It may be useful 
to give a brief description of these four 
stages to undersund how the different 
aspects of beedi-making facilitate the 
creation and maintenance of division of 
labour; to highlight the high labour- 
absorption capacity of this occupation, 
particularly important is the opportunity 
to employ the children and elderly in 
beedi-making,' to bring out the ex¬ 
ploitative relationship between employers 
and workers, and that between the assis¬ 
tant workers and main workers; and to 
understand the health hazards resulting 


from the monotonous nature of the work. 

Learning bccdi-making in fact starts 
with rewinding the thread. Rewinding the 
beedi thread docs not require any skill. 
Die job involves just reiolling the thread 
Irom a small bundle onto an object, usual¬ 
ly an empty match box or a pulley-type 
obiect. It takes about 30 minutes to an 
hour to rewind a bundle of thread; it has, 
to be done almost every second day. Thb 
job IS usually done by the biginners, and 
also by other lamily members of the main 
beedi workers. 

Cutting beedi leaves is the next stage 
Beedi leaves arc cut into small pieces to 
the measure of the ‘aasi’. Tlic plate is plac¬ 
ed on the leaf which is cut with scissors; 
normally, an average-sized beedi leaf can 
be cut into four pieces Cutting the beedi, 
leaves requires some skill, because the 
maximum numlier of pieces cut from a 
beedi leaf depends partly on the acquired 
skill of the worker. 

Rolling the beedi leaf with tobacco is 
the main job in the beedi-making process. 
Three main steps are involved in making 
a perfect beedi. First, tobacco is to be roll¬ 
ed in the leaf and tied with the thread. The 
pinch of tobacco rolled into a beedi must 
be accurate enough, failing which the 
beedi may be too small or too big. Such 
abnormal bcedis will not only be rejected 
by the contractor but the worker will also 
incur loss because the big beedis consume 
more tobacco than the required level. In 
order to rectify the loss the worker has to 
buy extra tobacco from the market. While 
rolling the beedi between the thumbs and 
forefingers enough pressure must be ap¬ 
plied to make the top end of the beedi ap¬ 
pear broader than the bottom end. Half¬ 
way through the rolling, the beedi-bottom 
is folded in to prevent the tobacco leaking; 
the beedi is lied when it is fully rolled. 
Then the beedi-head (or top), which is 
wider than the bottom, is folded in to . 
complete the making-process. The main 
worker can stop after rolling and tying; 
the folding of the beedi-top can be done 
by another person. Eleedi assistants who 
are in the learning process are mainly 
employed in folding the top. The com¬ 
pleted beedis are bundled, each bundle 
consisting of 16 bcedis, which are then 
taken to the contractor. 
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PABTICIPATION in BEtDI WORK 

Almost all bcedi workers in kaviyur an; 
females, though this is not the case else¬ 
where in India. However, beedi work is 
now attracting more males in Kaviyur as 
they have staned realising the hardship in- 
kfolved in other jobs like brick-making. Of 
;he 346 beedi workers in 1987 only five 
were males. It appears, however, that in 
the interior part of (he district a signifi- 
;ant proportion of men are said to do 
needi work, mainly because there were no 
jther employment alternatives. The 
xrpular view in Kaviyur, however, is that 
beedi work is for females not tor males*. 
For the present analysis beedi workers are 
livided into two groups: main beedi 
workers and beedi assistants. Beedi 
issistants are usually members of a beedi 
worker's family whose main activity is not 
seedi-making or who are under full-time 
raining. 

There were 346 main beedi workers and 
19 beedi assistants (Ihble 1). These beedi 
issistants do not include those assistants 
who are in school during the school time. 
3ver 80 per- cent of the main beedi 
workers have so fai worked for less than 
SO years, which indicates the cmci^cnce 
)f the beedi industry as a main source of 
miployment only about 20 years ago. This 
s also reflected in the concentration of 
workers in the age groups below 40 years, 
sloreover, when beedi work was introduc- 

on a larger scale it seems to have at- 
racied the younger women, about 70 per 
xnt of the main beedi workers aged over 
10 years started this before reaching IS 
fCKts of age. 

Beedi-making involves skills which need 
o be imparted gradually. Girls are intro- 
luced to beedi-making when they arc as 
roung as four years old. Ibbic 2 shows 
hat about half the beedi assistants were 
ntroduced to the work when they were 
xtween five and 10 years, and the other 
ulf were introduced between II and 15 
rears of age. 1 1 takes about five years to 
earn the full beedi^naking prxxcss. By the 
ime a girl can undertake beedi-making on 
ter own, she will be over 10 years. Assis- 
ance in beedi-making is only a transi- 
ional stage prior to becoming a main 
worker. Before being able to get a new 
lassbook^ a worker has to work in joint 
iccount with another main beedi worker; 
his is like the period of apprenticeship, 
n most cases the main worker in the joint 
iccount is the mother, sister or another 
dative. The main service expected from 
he main worker in the joint account is 
o supervi.se and advise the learner and 
Hiint out the errors in her beedi work. It 
akes about five years, after a girl has 
larted making beedi herself, to get a 
eparate passbook. About 14 per cent of 


main beedi workers are aged less than 16, 
which indicates that these girb staned the 
job at an early age and also the signifi¬ 
cant economic contribution the young 
beedi workers make to the well being and 
survival of their families. 

Empuivers 

Beedi work is not new, though relatively 
recent, it has been there in Kaviyur for 
about 60 years. However, only a few peo¬ 
ple did beedi work in the past. It was a 
source of employment for people who did 
not know how to do agricultural work; for 
women married to salary earning husbands 
who did not wnat their wives to do 
agricultural work; or for those whose 
mothers were beedi workers, in addition, 
beedi work was not rewarding in the past, 
and there was no beedi contractor in the 
village to supply the required raw materi 
als. To get these it was necessary to travel 
two to four miles, and sometimes even 30 
to 40 miles. 

To make beedis in the past (or we may 
call them ‘old beedis’), no instrument of 
‘mea.sure' was used to cut the beedi leaves. 
The beedi worker had to cut a leaf into 
pieces of approximate size, the result of 
which was that beedis varied in thickness 
and length, and also the beedi leaves were 
not used efficiently. The tobacco supplied 
was not pounded into very small pieces; 
and cocount fibre was used to tie the 
rolled-beedi. The top of the rolled beedi 
u.scd to be first folded in and then a 
special small iron stick called 'pottu kuc- 
chi’ was used to shape the beedi top. 

A major change occurred in the shape 
and content of the beedi in the early 1970s 
(we may call them ‘new beedis’). In mak¬ 
ing the new beedi a small iron plate (ap¬ 
proximately 7. S cm by 4 cm, locally called 
aasi) is used to cut the beedi leaves with 
a pair of scissors. The tobacco supplied 
is already powdered into very small pieces; 
instead of the fibre, a thin coloured cot¬ 
ton thread is used to tie the beedi. In 
short, the new beedi is thinner, a little 
more expensive, and of better quality than 
the old beedi. 


While there were only two beedi com¬ 
panies in the study area before the 1970s, 
with the introduction, and increased de¬ 
mand for production, of the new beedi, 
many new companies have sprung up to 
provide employment. Of the two old com¬ 
panies there is only one left now. Contrac¬ 
tors or agents of about six beedi com¬ 
panies are involved in employing the 
available labour in Kaviyur to produce 
beedi. Of the six, two companies’ contrac¬ 
tors employ about 80 per cent of the beedi 
workers in Kaviyur. 

Except for one small agent, none of the 
major contractors was from Kaviyur. In 
the 1970$ beedi workers went to the 
neighbouring town, about 3 to 4 km to tite 
south, to get the beedi materials because 
no branch was established in Kaviyur 
during that period. In the early 1980s, 
however, the number of beedi workers in 
Kaviyur reached a level high enough to 
justify opening a new branch. The main 
employer in the region, the George Beedi 
Company (a pseudonym) opened a branch 
in Kaviyur. Since then, other companies 
have followed suit, either opening a local 
branch or, for those with fewer workers 
in Kaviyur, employing agents to bring in 
the raw materials every day. 

The contractors obtain the necessary 
raw materials from the employers’ main 
office located in the district headquartm. 
As the contractors have more than one 
branch in thei r area, the raw materials are 
stored at a bigger branch and are brought 

TABit 2: DiSTRiBurioN or Main Beidi 
WORkEKSBY IHt Act At WHICH THEY StARTIO 
l>()iNc. Bk iDi Work, Kaviyur 1987 

ffler cent) 


Age at Which 

Started (Years) 

Current Age of Mam 
Workers 

^20 Wars ^21 Years 

.VIO 

42 

29 

ll-I.S 

54 

41 

16-20 

4 

12 

21 « 

— 

18 

All 

100 

100 

Number of workers 

120 

226 


Tabu I; Aoi- Disiribiiiion ot Bttoi Worki rs and A.ssisiants in Kaviyur, 1987 


Age 

Main 
Workers 
(Per Cenl) 

Assistants 
(Per Cent) 

Years 

Worked 

Main 
Workers 
(Per Cent) 

Assistants 
(Per Cenl) 

5-10 

1 

20 

0-5 

29 

100 

IM5 

13 

33 

6-10 

27 

— 

16-20 

20 

— 

II 15 

18 

— 

21 30 

41 

3 

16-20 

10 

_ 

.11-40 

15 

13 

21-1 

16 

— 

41 « 

10 

31 




All 

100 

100 


100 

too 

Respondents 

346 

39 


346 

39 



to small branches daily. For Kaviyur, the 
materials are brought about once a month 
and stored in Kaviyur itself. The contrac¬ 
tors have to produce a fixed number of 
bcedts for the amount of raw materials 
supplied and in turn they impose the same 
conditions of production on the beedi 
workers. 

The contactors who supply the raw 
naterials employ one checker, one accoun¬ 
tant, and one or two helpers to weigh the 
raw materials. The number of these an¬ 
cillary workers employed by the contractor 
depends on the number of beedi workers 
in a particular branch. There are about 
five employees, all males, in the Kaviyur 
branch of the George beedi. The beedi 
workers have no direct or indirect contact 
with either the contractor or the main 
employer. However, the contractor is ap¬ 
proached by the village leaders if the 
behaviour of any company employee 
towards workers is unacceptable. 

The beedi workers’ direct contact is 
with the employees at the branch parti¬ 
cularly the accountant and checker. The 
nature of the relationship with the 
checker, who can also be an accountant, 
is important for the beedi workers becau-se 
he can reject the beedis on the grounds 
of poor quality. He checks, at random, 
one oi two beedis in a couple of bundles. 
If that one beedi taken from a bundle is 
not well made then the whole bundle is 
destroyed; sometimes a worker may lose 
from one-third to three-fourths of the 
beedis submitted. The worker in such a 
situation not only loses the wage for the 
work done but also the raw materials used 
to make the beedis that were destroyed. 
If the worker does not make up for the 
rejected beedis by the end of that parti¬ 
cular week, the cost of tobacco, beedi 
leaves and thread required to make the 
number of beedis rejected will be sub¬ 
tracted from the total wage earned for that 
week. 

The next important person is the one 
who weighs the raw materials. If he does 
not like a worker, he can weigh the 
materials in a way that will result in a 
deficit. To meet the deficit the worker has 
to buy the raw materials in the open 
market at a high price which is sometimes 
more than the wage received for the 
number of beedis made out of it. The 
weigher can also create a deficit to the 
worker by supplying damaged beedi leaves 
which are normally at the centre of the 
beedi leaf bundles.^ if the worker points 
out the damaged leaves immediately and 
demands a substitution, then she succeeds 
only if the weigher is in a good mood or 
the worker’s family is an influential one. 
If the beedi leaves supplied were so much 
damaged that every beedi worker gets 
some of them, there is no substitution at 


all for anybody. This time the explanation 
of the employees, on the order of the con¬ 
tractor, is; “we cannot do anything about 
it because that is the way we received the 
leaves from the headquarters. If you do 
not like this then you can stop working 
until we get good leaves’’. With no alter¬ 
native work the beedi worker is forced to 
accept whatever the becdr contractor gives. 

To minimise the number of beedis re¬ 
jected, the shortfall in beedi leaves and 
tobacco, and damaged beedi leaves, the 
beedi workers must maintain good rela¬ 
tions with the employees, particularly the 
beedi checker and weigher. For an average 
beedi worker, particularly an unmarried 
one, the effective means to attain this 
result is to use her ‘feminine’ characteri¬ 
stics. Some girls smile at them and chat 
with them in sex related metaphors, while 
the checker is checking the b^i and the 
weigher is weighing the raw materials. 
Some even deliberately let their clothes 
slide down from the breast so as to distract 
the male employee’s attention. Beyond 
this, some invite the employees to their 
houses for a cup of tea after working 
hours to chat for hours; some employees 
are clandestinely invited at the weekend 
to the lake or river which is about two 
kilometres south of Kaviyur. Thus the 
main employer and the contractor do not 
have any direct telationship with the beedi 
workers. Only the employees of the con- 
traaor and the workers are involved in the 
exchange of raw materials for beedis. The 
beedi workers, by exposing themselves 
even to sexual exploitation, attempt to 
minimise their economic exploitation at 
the hands of the contractor and main 
employer. 

Though, in general beedis produced by 
all companies look almost the same, they 
are distinguished from one another main¬ 
ly by the colour of the thread used to tie 
the rolled beedi. There is not much dif¬ 
ference in the wage rate between them. But 
shortage of materials is less prevalent for 
some companies than for others. More 
frequent short-falls of beedi leaves and 
tobacco ate experienced by the workers of 
beedi companies which have many emplo¬ 
yees. Another difference is that only the 
major beedi companies pay a bonus; the 
payment of bonus also depends on the 
nature of the contractor: if he is a big-time 
contractor then he cannot evade the bonus 
rules but a subcontractor is more likely to 
keep the bonus to himself. 

Every year new workers are added to the 
existing workforce. The beedi companies 
are able to attract them despite the ex¬ 
ploitation.^ There arc several reasons for 
the increased participation of women in 
beedi making. First, compared to the ‘old 
beedi’ companies, the new ones pay good 
wage; they also pay a bonus, which was 


unknown in the past. Some new ones even 
give an amount of ‘holiday pay’ as a pro¬ 
portion of total wage earned during a 
year. Secondly, and most importantly, 
there have been attractive changes in the 
mode of payment; the wage is nowaday* 
paid weekly and the bonus is paid twied 
a yeai. Under the old system it was usiial 
to go through months, and sometimes 
years, of delay and uncertainty before the 
wage was paid; now wages are paid every 
Saturday without fail. A guaranteed wage 
and secure employment, even if it is 
assumed to he only for a short period, 
have facilitated short-term planning and 
budgeting for some families. In the well- 
off families where daughters are beedi 
workers, their wage is saved regularly for 
special purposes like marriage, to buy 
land, temple festival expenses and so on. 
Thirdly, women and girls themselves are 
interested in beedi work because the wage 
they earn gives them some power that can 
be exercised in their own interest; they get 
reasonable treatment from their families 
for their economic contribution; they have 
access to money to buy cosmetic items and 
can also ask their parents legitimately to 
buy good clot hes. They have some degrtx 
of control over their marriage arrange¬ 
ment. Finally, population growth may also 
have influenced the large-.scale expansion 
of beedi work in Kaviyur and the surroun¬ 
ding areas. 

F.XIIN1 OI Bfcfcoi Work 

There is no doubt that women in 
Kaviyur work longer hours than men. In 
addition to their wage^earning beedi work, 
women also do all the household work. 
Despite the importance of household 
work, it is an irony that women’s contribu¬ 
tion in the domestic sphere is not recognis¬ 
ed as productive by the menfolk. 

The beedi companies can provide the 
material for six days a week; Sunday b the 
official rest day. The information relating 
to the extent of beedi work for main 
workers and assistant.s is given in llible 3. 
About one-thi rd of the beedi workers and 
a.ssislanis worked all the six days during 
the reference week; in fact, one beedi 
worker reported having worked for seven 
days, with a few hours’ break on the rest 
day. Almost one-half of the workers work¬ 
ed five days; another onc-fifth worked for 
four days; and only about five per cent 
of the workers for less than four days. 

Usually a worker starts between five 
and six o’clock in the morning, and con¬ 
tinues her work until the day’s beedis are 
submitted. If the time of submission is in 
the morning then she forgoes her break¬ 
fast; if in the afternoon then lunch is 
forgone, because if she does not submit 
at the lime she has been allotted, her 
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beedb will not be accepted for that day. 
whidi means that she is unemployed for 
the next day. Ibihue to submit beedis every 
day brings, undoubtedly, the wrath of her 
parents or husband; so beedi workers arc 
forced to sacrifice their meals, to ac- 
compUsh their task in the interest of their 
family. 

It is practically impossible to find a 
beedi worker who submits her beedis, 
prepared only by herself. In order to keep 
up to the submission time allotted, almost 
all beedi workers resort to borrowing 
beedis from those whose submission time 
is dther very late or very early. Thox who 
have to submit in the afternoon lend their 
beedis to those who submit in the morning 
who in turn make the beedis for the 
afternoon-goers. If the borrowed beedis 
are rejected by the contractor for poor 
quality, quarrelling between the workers 
is certain with long-term consequences. 
Generally, a beedi worker gets only about 
half-an-hour to one hour break during the 
day. Even this short break is possible only 
when the worker has returned the borrow¬ 
ed beedis. The relentless tasks involved in 
beedi making are reflected in the number 
of hours worked in a day. About 90 per 
cent of the main workers have worked on 
an average over 10 hours a day (Ihble 3); 
about a quarter worked more than 13 
hours; and there was one worker who 
worked about 16 hours a day and seven 
days a week. The work intensity becomes 
more extreme when the assistants' labour 
is also taken into account as majority of 
the assistants seem to work for eight to 
nine hours every day. 

Sometimes even the main beedi worker, 
beedi assistant, and co-beedi worker net¬ 
work fails to make it possible for a beedi 
worker to submit her beedis at the time 
allotted to her. Fear of the wrath of the 
parents if the number of days not-sub- 
mitted is not kept at a minimum, coupl¬ 
ed with the economic necessity forces 
some beedi workers to borrow beedi 
bundles from professional beedi lenders. 
Professional b^i tenders are usually old 
women, mostly widows, who do not know 
how to make beedi. They get some 
bundles of beedi made either by their 
daughters or by paying a professional 
beedi worker. Then they lend these beedi 
bundles with a fixed daily interest rate For 
every ten bundles (each bundle consists of 
16 beedis) lend, they get one bundle in¬ 
terest every dt^. Some workers have to go 
to the professional beedi lenders despite 
the high interest; in the process some arc 
trapped, never.a^le to come out. 

The press^ exerted on the beedi 
worker fipm^'different angles sometimes 
leads to tra^c incidents. On the one hand 
a worker has to submit her beedis on time 
because of the strict regulation of the con¬ 


tractor, and. on the other hand, the 
worker cannot undertake a Msser amount 
of beedi work because of pressure from 
family or because of her own necessity. 
Caught between these forces a worker at 
times resorts to borrowing from profes¬ 
sional beedi lenders.The act ual experience 
of a child beedi worker is worth mention¬ 
ing to illustrate this situation. 

A 12-year-old girl who was a main beedi 
worker had been borrowing from profes¬ 
sional beedi lenders for some time She 
had to do that because it was her parents' 
(particularly mother’s) order to submit a 
fixed amount of Iwedss every week, failing 
which she would be beaten. Whenever 
there was a short-fall she borrowed from 
a professional beedi lender; her debt, 
along with the interest, gradually increasi- 
ed to about lOfl bundles of beedis. Realis¬ 
ing that the girl would not pay the beedis 
back, the lender informed the girr» 
parents. Fearing that her mother would 
beat her. the girl went to the forest and 
committed suicide by eating the seeds of 
a wild plant. The victim’s parents were not 
driven by poverty to enforce rigid rules on 
their daughter. This case highlights the 
conflict between various interests caused 
by the nature of social and economic 
changes in the society. There is a growing 
inconsistency between the aspirations and 
the means available to achieve them. Every 
family in Kaviyur wants to earn and accu¬ 
mulate wealth, because that is the measure 
of social status; gone are the days when 
a person’s or a fimily’s superior social 
status could be achieved through only 
good deeds and through inheriting the 
family status. Tb earn economic and social 
status all available resources including 
children are put to use; even then not all 
can realise their goals because of the 
unequal relationships in the process of 


production and distribution. The victims 
arc the weak and the beneficiaries an the 
oploilcrs. In the child suicide case men¬ 
tioned above, while the girl’s brother (two 
years eider) was in school, she had to earn 
money not only to give profit to the beedi 
company and beedi lender, hut also to give 
prestige and status (primarily a function 
of wealth) to her parents. Of course, her 
own future depended on how much she 
could contribute toward her future dowry 
and jewellery. Despite the double exploita¬ 
tion a woman or a girl is exposed to, her 
individual earning has given her some 
power and status within the family which 
was unthinkable, particularly among the 
landed class, in the past when the main 
source of livelihood for the village was 
agriculture. 

Given such a great demand on beedi 
workers, particularly on young beedi 
workers, for economic and social status, 
it is not surprising that ceaseless work is 
expected throughout (heir lifetime A great 
majority of the beedi workers worked 
throughout the year except when there 
were supply constraints; 82 per cent of the 
beedi workers and 70 per cent of beedi 
assistants worked for 12 months during 
the reference year (Ikble 3). A maximum 
of 10 to 15 days a year were lost because 
of non-availability of supplies. Supply- 
induced work-absence occurs during the 
monsoon season, when there is no sun¬ 
light to dry the beedi-head, which needs 
to be done within a day or two from when 
the beedis were collected from the beedi 
workers. 

Everyday activities of beedi workers in¬ 
clude not only beedi making but also the 
household work. Most of the unmarried 
beedi workers fetch water from the vilisqpt 
well or water tap every evening for about 
an hour; .some of them do only cooking. 


Table 3: Work Intensity of Beedi Workers and Assisianis, Kaviviir 1987 


Hours Per Day 

Workers 

Days 

Workers 

Months 

Workers 


(Per Cent) 

Per SVfcek 

(Per Cent) 

Last Year 

(Per Cent) 

1 Beedi workers; 

«9 

11 

^3 

5 

1-6 

1 

10 

12 

4 

20 

711 

17 

II 

15 

5 

4<. 

12 

82 

12 

36 

6 

2N 



13 + 

26 





All 

too 


lOO 


too 

Respondents 

2 Beedi assistants' 

346 


346 


346 


8 

4 

15 

1-6 

7 

5-6 

24 

5 

55 

7-n 

23 

8 

44 

6 

30 

12 

70 

9 

16 





10 + 

8 





All 

100 


100 


100 

Respondents 

27 


27 


27 


Noir. Of the 39 beedi assistants 12 were irregular workers. The information provided in the tabic 
therefore is only for regular assistance 
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A nibfUuitial proportion of the beedi 
workers (56 per cent) do all household 
work including cleaning the house and 
cattleshed, fetching water and cooking. If 
there are more than one beedi worker, 
household work is divided between them. 
After an interval in the evening of about 
two hours, beedi workers resume their 
work around 7.30 and work until II or 12 
o’clock at night. This routine work con¬ 
tinues for six days a week and only on 
Sunday do they get some time to go to the 
nearby river or lake, to take a bath and 
wash their clothes. 

The only entertainment available to a 
beedi worker Is the pleasure of occasional 
visits to a dnema. It is becoming common 
among many beedi workers to go to movie 
shows in the neighbouring town at least 
once a fortnight; some even visit once a 
week. They go to the dnema either on 
Saturday nights or on Sunday afternoons. 
This can be observed more among the 
poor women of the nadar caste and 
women of the scheduled castes. Among 
die rich and midille<lass families, girb are 
allowed to go to movies only if they are 
accompanied by a male or elder family 
memb«. After the brief break during the 
weekend the routine work starts again on 
Sunday evening. 

Wage Li;vels and Working 
Conditions 

In view of the nature, and the amount, 
of work done, the workers’ wage seems to 
be low compared to, say, agricultural 
work. Even after working 13 hours 
a day, an average beedi worker cams only 
about Rs 8, i e, less than one rupee per 
hour. But a woman agricultural labourer 
IS paid idmut seven rupees for eight to nine 
hours work. Most of the beedi workers 
cam between Rs 40 and Rs 60 a week. 
About one-quarter, who are mostly the 
beginners, cam a wage of less than Rs 3(% 
about 10 per cent of the workers earn bet¬ 
ween Rs 60 and Rs 100. These extreme 
cases are usually assisted by one or two 
beedi assistants. Ihe assistants do the cut¬ 
ting of the beedi leaves and cornering of 
the beedi-head which enables (he main 
beedi worker to roll a greater number of 
beedis. Ihbie 4 shows that 92 beedi 
worken had assistants (84 workers had 
one and eight had two assistants). Though 
about 90 workers received some assistance, 
only about 60 per cent of them felt that 
thier assistants deserved a wage for their 
work. Other assistants’ contribution was 
either infrequent or too little to entail a 
wage. The amount payable, according to 
tlie main workers’ assessment, varied from 
Rs 2 to Rs 45 per week. In any case, the 
average wage payable to an average aissis 
tant varied between Rs 10 and Rs 20 
(Ihble 5), which was in fact not much dif¬ 
ferent from the actual wage attributed to 
those who were identified as beedi assis¬ 
tants in the survey. 

An average worker can make 800 beedis 
a day at the piece-rate of Rs 10 per 1,000 
beedis; this entails a wage of Rs 8 per day 


and ibout Rs 50 per week (excluding the 
bonus). The main beedi workn^s earnings, 
however, have to be adjusted for the ex¬ 
penditure in order to arrive at the amount 
that will eventually go to the worker. The 
main source of deduction is the money 
spent to cover the short-faJl in raw 
materials. Theoretically, the material given 
by the contractoi/ should be enough to 
produce a given amount of beedis; in 
practice; however, this does not occur. 
Ihbic 5 shows that only 8 per cent of the 
beedi workers reported that they did not 
face any short-lall in the raw materials 
supplied by the employer. Only about 36 
per cent of the workers spent less than 
Rs 5 per week to buy tobacco and beedi 
leaves in the open market; others spent 
between Rs 6 and Rs 20 per week; the 
average was Rs 7 per week. If the average 
\rage earned was Rs 50 per week, substrac- 
tion of Rs 7 from it would give a net wage 
of only Rs 43. This Rs 43 was the wage 
for six days’ work, with each day’s work 
ranging from 10 to 14 hours. 

The seriously-felt grievance among the 
beedi workers was the short-changing in 
supply of tobacco and beedi leaves. It 
becomes particularly deleterious for those 
who have spent 40 to SO per cent of their 
wage to cover the loss. Some of those who 
suffered to that extent have confronted the 
contractor but only to be denied even the 
meagre wage. One respondent reported 
that she fought alone with the contractor 
to rectify the short-fall which resulted in 
her losing the job permanently.’ The 
beedi-contractors are aware that the short¬ 
fall in the raw materials supplied is not 
due to uneconomical use by the workers. 
The contractors do not attempt to deal 
with the short-fall problem bemuse they 
know that if Kaviyur people refuse to ac¬ 
cept their conditions, they can always 
move their industry to another village 

However, daughters, wives or sisters of 
powerful and rich men in the village get 
special treatment from the beedi agents. 
A woman can also receive favourable 
treatment if she presents herself as a sex 
object rather than an honest worker to the 
males who weigh the beedi leaves and 
tobacco and check the beedis. A beedi 
worker is more likely to face not only 
short-fail in raw materials but also more 
rejection of beedis allegedly for poor stan¬ 
dard, if she is not either from a privileged 
background or possessing physical attrac¬ 
tion but not wiUng to be exploited by the 
contractors and their agents. 

Despite the expenditure involved in 
meeting the short-falls, an average beedi 
workei can earn about Rs 150 a month, 
or between Rs 1,500 and Rs 2,000 a year. 
An ordinary be^i assistant can earn as 
much as Rs 600 a year. This gives an in¬ 
centive to commit girls to this work when 
they arc very young. Even school-going 
girls are put to this work in their free time. 
They aie lured into this work by pocket 
money of 50 paise to one rupee a week 
and promise of good clothes, bangles, etc. 
Children from poor families are parti- 


cuiuriy vulnerable to the economic 
pressures. 

In addition to the wage, beedi workers 
are also paid a bonus and ’holiday pay’. 
They are paid on the basis of the total 
wage earned during a year; the greater the 
total wage earned over a year the larger 
the bonus. However, not all beedi com¬ 
panies and beedi contractors pay a bonus. 
Some beedi companies do pay but the 
bonus does not reach the workers, instead 
it ends in the hands of the contractor; this 
IS more likely when the cuniracior has few 
workers, say 10 to 20. Most workers for 
the small contractors arc either beginners 
or irregular workers who tend to be con¬ 
tent with their wage and employment op- 


TaBLI: 4: SOMt INIOKMAIION KLlAltPTO 
Beedi Assistants, Kaviyur 1987 



Ber Cent 

■ Lise of any beedi assistant 

Yes 

27 

No 

73 

All 

too 


(346) 

2 Number of assistants 

One 

91 

Two 

9 

All 

too 

(92) 

3 Assistant’s relation to the worker 

Daughter 

IS 

Son 

4 

Husband 

25 

Si.ster 

18 

Mother 

34 

Others 

4 

All 

100 

(92) 

4 Nature of assistance 

Cutting beedi leaves only 

29 

Cornering beedi heads only 

23 

Cutting and cornering 

11 

Ail work 

25 

Sometimes culling leaves 

12 

All 

100 

(92) 

S Whether the assistant deserves 

wage 

Too little work to pay- 

13 

Can be paid 

63 

Sometimes help so no pay 

24 

All 

100 

(92) 

Note: Figures in patentheses are number of 

respondents. 

Table S; Money Spent During tue Last . 

Week to Meet the Shortfall of Beedi 

Materials, Kaviyur 1987 


Money Spent Beedi Workers 

(Rupees) (Pier Cent) 


1-5 

36 

6-10 

40 

11-15 

16 

No short-fall 

8 

All 

100 

Respondents 

346 
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portunities, tnd also tend to be unaware 
of the bonus provisions. 

The main be^ company and their con¬ 
tractors in Kaviyur do give a bonus and 
holiday pay. The ‘holiday pay’ seems to 
cover the wage for the official non¬ 
working days (in the survey, information 
on holiday pay was not collected separate¬ 
ly but was included in the bonus). About 
10 per cent of the beedi workers did not 
get a bonus because their beedi company 
did not have that system, and about 12 per 
cent did not obtain it b^use they either 
did not have their own passbook or ob¬ 
tained a separate passbook recently. The 
average bonus obtained was around 
Rs 200 per about 10 per cent of the 
workers received less than Rs 100, another 
10 per cent more than Rs SOO, and the 
bonus for the rest was in the range of 
Rs 200-400. 

The occasion of payment of bonus is 
a matter of joy for the beedi workers 
because in most cases this money goes 
towards savings which are usually meant 
to buy either saris or gold ornaments for 
the working girl or woman. However, 
owing to the nature of struaural changes 
that have been effected by the macro- 
economic changes, the strategies adopted 
by the families to make use of the bonus 
vary according to their class status. The 
bonus is spent mainly on the working girl 
among the middle and rich families. 
Among poor families also there is a lot 
of pre.ssure to spend the bonus money on 
their daughters who are beedi workers, to 
prove that they also care about their hard¬ 
working daughters: however, despite their 
love and intention to make thm daughters 
equal to other girls, some parents have to 
succuipb to other competing economic 
pressures, which many a times have long¬ 
term consequences on the relationship 
between the parents and the working 
daughters. Daughters stop trusting that 
their parents love them. Eventually in¬ 
dividual parents become the scapegoats 
for the economic and social injustices in 
the society. Structural forces unleashed by 
the prevailing social relations of produc¬ 
tion are reduced to individuals* character¬ 
istics which are products of such relations. 

HbAtTH Hazards 

In addition to the economic exploiu- 
tion of the beedi workers, they are also ex¬ 
posed to occupatioiud health hazards. The 
future of the work is so monotonous that 
after a few years the work becomes 
mechanical. There is no room for creati¬ 
vity or innovation. As the worker gets 
older her fingers become numb; unlilua 
young worker, an old worker has to make 
three or four attempts to roll a beedi. The 
nature of beedi work is such that a worker 
cannot tal« her eyes off it even for a 
moment if she is to make the r^uired 
number of beedis for a day. “This takes 
its toll of people’s eyesight” as they grow 
older (Economic and Political Weekly, 


1978; 1177). As the beedi worker is seated 
at the same place and in the san^ position 
for hours, there is no body movement in¬ 
volved, except the monotonous movement 
of the two forearms. This results in 
backache, legache, headache, piles and 
rheumatism. A more serious threat to the 
health of beedi workers is posed by the 
inhalation of tobacco fumes to which the 
workers are continuously exposed. Studies 
from other paits of India have shown a 
high incidence of tubercubsis, asthma, 
allergy and continuous cold among the 
beedi workers. A study conducted in 
Kerala showed that about 36 per cent of 
the workers reported suffering from one 
or more diseas^ and 95 per cent of these 
believed that it was caused by tobacco 
fumes [Mohandas 1980]. A trade union 
leader, who was himself a beedi worker, 
from Maharashtra reported that ‘more 
than 50 per cent of the workers eventually 
die of TB or asthma’ (Economic and 
Political Weekly 1974: 947). 

Ibbacco can affect not only the health 
of the workers themselves but also that of 
others in the family because, as beedi 
work is carried out at home, the raw 
materials are kept at home in small open 
boxes. Sometimes the same box is used to 
carry rice and eaubles from the grocery 
shop. When entering a house it is hard to 
avoid smelling tobacco. The tobacco 
pieces left on the saris of the beedi 
workers may fall into their eyes when the 
saris are hung up. Sometimes toddlers, 
without knowing the difference between 
tobacco and eatables, put their hands into 
the tobacco box and then into their 
mouths. For instance, when a 40-year old 
beedi worker was being intervieti^, the 
baby in her lap started crying for no ap¬ 
parent reason; the mother tried to put the 
baby to her breast thinking that it was 
hungry: the baby stiU continued crying 
with no interest in breast milk. The 
mother beat the child to stop its crying 
but it did not desist. After pausing for a 
few moments and watching the face of the 
crying child, the mother leaEsed that there 
must be something in the baby’s mouth; 
she put a finger into its mouth and took 
out two small pieces of tobacco. 

Though all the beedi companies are 
supposed to provide metfical facilities, 
only the largest company, Geoige beedi, 
in Kaviyur, seems to have provided such 
services in the nearby city, about 30 km 
away. The workers have access to Che 
medical esublishment the company has 
arranged, which is usually located in the 
district hiadquarters. No reimbursement 
is made if medical service was obtained 
from other hospitals or doctors; no paid 
sick leave is available. 

Despite the fact that it was the duty of 
the be^i company to inform the workers 
of the availability of free medical services, 
they have not done so; only about 37 per 
cent of the beedi workers in Kaviyur have 
heard of such facilities. But a majority did 


not know wheiu those fadfities weic 
available. Some of those who knew the 
place said that it was far away from the 
place of work; thus it was necessary to 
give up a day'k work to go to the company 
hospital but a poor worker cannot afford 
to foigo a day’s work. It is, therefore, not 
surprising that only five workers so far 
have obtained medical services from the 
beedi company's hospital. 

The beedi workers are exposed to eco¬ 
nomic. sexual and health expioitation. Not 
only is their wage low compared to the 
amount and intensity of work but also 
their life expectancy is shoitened because 
of their proneness to the diseases which 
emanate from tobacco and the nature of 
the work. Not just the worker alone 
but the entire family is vulnerable to 
these beedi-work-related diseases and 
exploitation. 

Conclusion 

Under conditions of increasing popula¬ 
tion the expansion of beedi industries have 
provided employment opportunities for 
women. The process of beedi production 
is such that it can absorb the labour of 
diildren, adults and the elderly. They 
work longer hours for meagre wages. They 
are exposed to economic and sexual ex¬ 
ploitation and health hazards. Femide 
workers are under oinstant pressure from 
both the employer and their parents/ 
husbands. Ptnrerty and exploitation suc¬ 
ceed in pitting daughters against parents. 
Eventually incfividual parents become the 
scapegoats for the economic and sodal in¬ 
justices in the society. 

There is conflict between various in¬ 
terests caused by the nature of social and 
economic changes in the society. There is 
a growing inconsistency between the 
aspirations and the means available to 
achieve them. Every family in Kaviyur 
wants to cam and accumulate wealth, 
because that is the measure of social 
status; gone ate the days when a person’s 
or a family’s superior sodal status could 
be achieved through only good deeds and 
through inheriting the family status. Tb 
earn economic and social stmus all availa¬ 
ble resources including children ate put to 
use; even then not all can realise their 
goals because of the unequal relationships 
in the process of production and distribu¬ 
tion. The victims ate the weak and the 
benefidaries arc the exploiters. The sodal 
relations in Kaviyur haw been undergoing 
changes in response to changes which have 
occurred in the economic context of the 
sodety. The adaptation of individuals to 
such social changes is likely to vary 
depending on their family class position 
and gender. 

Notes 

[This is the revised version of a parr of the 
author's docioral dissertation The author is 
grateful to Jack Caldwell, Geoffrey McNicolt 
and Gavin lones.] 
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1 'ItotwmkiMnkiipUiottofchiklten mbecdi 
n4 bnck industna it dealt with elsewhere 
See Dharmalmgain 1991 C hapier 4 

2 The paubook contains information about 
the amount of tobacco taken from the a|^i, 
the number of beedis submitted, the wage 
earned and the bonus paid Obtaining a 
separate passbook signifies the recognition 
of the workei as the mam becdi worker both 
by the contractor and by fellow workers A 
separate passbcMsk is issued only after the 
assisuint has demonstrated hei skill to the 
beedi contractoi 

3 Beedi leases are issued in bundles of 100 to 
^ grams 

4 lor an early actoum of heedt woik and the 
nature and extent of cxpfoitaiion in different 
parts of India, see Uonomu and Politual 
Werkh. IV74 and f978, Avathal 1978, 
Mohandas 1980; Bhatty i98t. Kainnaii 1988 
C hapier 3 Sec afso /ahecruddiii 1983 

3 In contrast, beedi workers in the neighbour 
mg state of Kerala are politically and 
organisationally well mobilised (tor details 
see Mohandas 1980 and kannan 1988) 
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“APCLC stands unique among all the 
demoaatic organisations in the country in 
that it has kept itself away from condemn¬ 
ing private violence. The high prestige that 
it enjoys has a lot todo with this faa”, said 
Randhir Singh in his inaugural address at 
the seventh conference of APCLC in April 
1991. He also warned that if democratic 
organisations let the private violence issue 
creep into their agenda either under the 
pressure of the state or the media, then they 
would not be satisfied till the organisations 
unequivocally support the state. 

In a space of two years after the seventh 
Conference, APCLC seems to be losing that 
uniqueness, though not the prestige. Let¬ 
ting the private violence iisue creep into 
the agenda has not dragged it into support¬ 
ing state violence, but it has led it to 
condemn the kil ling of K S Vyas, one of the 
most notorious and brutal police officers 
Andhra Pradesh has ever seen ('Reflections 
on Koyyuru* -EPW, March 20-27). 

This response first deals with the spe¬ 
cific instance of the Koyyuru kidnapping. 
The second and more important one is the 
question about what should be the relation 
between radical and dcmocractic move¬ 
ments and human rights movement and 
related questions. 

I 

The whole kidnap episode turned into a 
dratna with statements of the government 
and also of the APCLC that Ramanna and 
Ranadev, whose release was sought by the 
People’s War (PW) group were unwilling 
to join the movement and hence the kid¬ 
napped be released. While Ramanna has 
never given such a statement til I da te (which 
the APCLC mistakenly believed be has) 
Ranadev gave such a statement after 40 to 
45 days of mental torture by the most 
notorious SP of Warangal district, D T 
Naik. Ranadev was still alive because be 
was arrested by the Maharashtra police in 
Nagpur and not by the Andhra fradesh 
polioe. The Andhra Pradesh police sought 
hiscustody through the Nagpur court. There¬ 
fore, it was hasty on the part of APCLC to 
have issued the statement, without cross¬ 
checking Ranadev’s intention. 

The lies told by the government began 


here and the Al India Radio, Hyderabad 
was its mouthpiece broadcasting these I ies. 
The PW squad did not believe the state¬ 
ments of APCLC and insisted on the re¬ 
lease of Ranadev. After the APCLC inter¬ 
vened, they wanted that Ranadev’s inten¬ 
tion be verified personalty or through any 
reliable person. The option was Kaloji. 
The government agreed to send Kaloji to 
meet Ranadev and Kaloji him.sclfexpre.ssed 
his willingness. Hut then the collector of 
Warangal sent word to Kaloji that there 
was no hurry and he could wait for some 
more time But more drama was to unfold. 
AIR, Hyderabad sprang a surprise on Feb¬ 
ruary 8, by broadcasting Ranadev’s voice, 
in the midst of the regional news bulletin at 
6.45 a m, appealing to the PW squad to 
release the kidnapped as he was reluctant 
to rejoin the movement for personal rea¬ 
sons. 

Amost everyone believed that this would 
make the PW release the kidnapped. Every¬ 
one thought that PW had made a fod of 
itself by demanding the rclca.se of one who 
did not want to rejoin its ranks. Hut the PW 
squad still insisted that cither they, hear 
from Ranadev personally or through a reli¬ 
able person. A day later it became clear that 
it was not Ranadev’s voice, and that his 
voice had been mimicked. Perhaps it is the 
first time in the history of AIR that a 
mimicked voice has been broadcast as the 
real voice in i ts news bullcti n. The prestige 
of the government received a severe blow 
and it was compelled to allow Kaloji to 
contact Ranadev. Ranadev categorically 
expressed his willingness to join the PW. 
This put the government in a fix. Even then 
government dilly-dallied and contradic¬ 
tory statements were issued Meanwhile 
PW set free four of the kidnapped and 
retained only Haluraju and Chinnam Raju. 
The government moved Ranadev from 
Warangal jail to Vi/.ag jail and declared 
that now the kidnapped be set free a.s its 
demand had been met as though the de¬ 
mand had been for a change of jails! The 
PW set free Dalaraju and Chinnam Raju 
also after a few days. Though PW did not 
succeed i n securing the release of Ranadev, 
it was successful in exposing the govern 
ment and raising the debate about the dif¬ 
ference in the way it dealt with the kidnap 
of IAS officers and of Sudhir Kumar and 


the. 

ITie debate that PW tmsea 3t 
crimination that the government was show¬ 
ing in getting Balaraju released was also 
an added factor. 


APCLC has intervened in two kidnap 
incidents. The first time when IAS offtceis 
were involved and the second time when an 
MLA was involved In between these two, 
there have been a hundred-odd kidnaps. 
APCLC' did not intervene in these cases 
and at best only made appeals for their 
release. The government also did not ap¬ 
proach the APCLC. In .some instances PW 
let the kidnapped off without having their 
demands met and in some other cases the 
government acceded to their demands. In 
Sudhir Kumar’s case the government got 
him released by bringing the naxals in by 
air. What does all this indicate? The 
government acted only depending on the 
political compulsions—whether it was in 
Gurthedu or now—and the intervention or 
non-intervention of the APCLC would have 
had the same result. In the present case also 
had the prestige and the credibility of the 
government not suffered, it is doubtful {fit 
would have released Ranadev. Moreover, 
at times it appeared as though the APCLC 
was speaking on behalf of the state, in its 
anxiety to get the kidnapped released and 
end this episode peacefully. The /UCLC 
has obviously not been able to put pressure 
onthestate asitcouldon thePW.Tliiswill 
develop new contradictions in the func¬ 
tioning of civil liberties organisations. 

While intervening is one a^ct, during 
the course of intervention APCLC has raised 
another debatable point when it says that it 
is intervening in the issue because the life 
of a tribal leader, a good leader, was in¬ 
volved. Balaraju is a tribal. All right. But 
he is an MI A. The question is—is an MIA 
not responsible for repression on the people? 
That too a ruling party MIA? He is being 
made out to be a good and popular person. 
Popular! Maybe true.Becausenow-a-days 
it is rare to sec MLAs in their constituen¬ 
cies more than twice or thrice in the term ot 
five years, and when an upcoming MLA 
wi th pol itical aspirations meets the people, 
that too on foot in the forests, he will 
definitely bcMimc popular. If he gets a few 
jobs for the unemployed youth or performs 
such acts a.s bui Iding one or two schotds or 
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gets bore wells dug, etc, he is bound to 
become popular in present-day politics for 
all have forgotten that these are the duties 
of the people’s representatives. But is that 
all? What about the repression on the 
tribal villages of the agency area or Knyyuru 
for that matter? If it is to be attributed to the 
police, then should the MLA not question 
it in the assembly? Does any record prove 
that he had done so? If MlJVs, collectors 
and other IAS offtotrs arc not accountable 
for the repression then who else is? If the 
state is such an abstract thing then all the 
exploiters are also part of the system and 
hence people are left to fight against such 
an abstract thing. That is the reason why 
though the ‘good’ MLAs like Balaraju are 
not directly responsible for the repression, 
as people's representatives they must be 
held accountable. 

II 

'The argument is a different one when it 
is argued that “kidnapping should not be a 
form of struggle" With the above declara¬ 
tion APCLC has entered into an atca which 
it has hitherto avoided consciously. If 
APCIX once enters into the argument 
whether kidnapping should be a form of 
struggle or not, the logic will extend and it 
will be compelled to give judgment on 
other forms of struggle adopted by differ¬ 
ent revolutionary groups as well. For in¬ 
stance, one may press for giving judgment 
whether "annihilation of class enemies" 
should be a form of struggle or not? Is that 
form an undemocratic one or not? The 
burning of buses causes inconvenience to 
the people, especially of rural areas and 
hence is it not undemocratic to burn buses? 
Where is line to be drawn for the civil 
liberties groups? The above questions are 
not hypothetical ones and they are very 
much part of the ongoing debate in the 
revolutionary circles of Andhra Pradesh 
They are bound to creep into the arguments 
ofthe civil liberties groups. I'he impending 
danger is that they have to enter into con¬ 
frontation with the radical and democratic 
or any other such movements (which adopt 
violent forms), which eventually will 
strengthen state violence and provide a 
justification for it. Moreover there is no 
end to such an argument about such forms 
of struggle and hence the acceptable forms 
to all would eventually be the ones that the 
law, that is the bourgeoisie law (or is it the 
semi-feudal and semi-colonial law’’) per¬ 
mits. If that is going to be the case then civil 
liberties activists, who hold the view that 
people have a right to choose any form of 
struggle including the violent ones, and 
who form the majority of the civil liberties 
activists cannot be accommodated in such 


groups. That is going to be the crisis for the 
civil liberties organisations in future if 
they enter into arguments on the forms of 
struggle. 

Another debatable point is the statement 
“we do not sec any difference between a 
kidnap and illegal custody by the police”. 
Here is an attempt only to raise certain 
questionsof practical importance and leave 
the theoretical aspects of whether it is 
Marxian or unMarxian or whether it is 
democratic or undemocratic to the theore¬ 
ticians of a better calibre. 

At present, around 10,000 agricultural 
labourers, peasants/workers and revolu¬ 
tionary activists arc languishing in Andhra 
Pradesh jails waitingfor trial underTADA. 
I'his number is swelling day-by-day. it is 
most common lo find each person bcXJked 
for two lo ten offences, alii nvariabi y under 
TADA. With the repeated rejection of bail 
petitions and the appellate court being out 
of reach of the petitioners many are incar¬ 
cerated without trial lor years together. In 
Tcicngana districts it is very difficult to 
find a lawyer to argue these cases. Narra 
Prabhakar Kcddy was killed by the police 
for boldly aiming forward to do this job. 
Even then sympathisers and lower cadre of 
the activists may be able to find one or 
other lawyer at least for monetary benefits 
and may be able to come out after undergo¬ 
ing the legal routines of repeated rejections 
of bails, etc, for two to three years. This is 
virtually impossible for the arrested lead¬ 
ers. (All are not Nelson Mandeias to come 
out on democratic protest). But then Is the 
APCLC able to do anything to get the 
detained released by democratic protest? 
No. This is not to blame APCIX?. It is only 
to recognise the limitations of AKXC or 
any other such organisation for that matter. 
Then what should the revolutionary move¬ 
ments or parties do to .secure their release 
If one can provide any alternative, then one 
can question the kidnaps. Before that as 
long as noixxjy is able to provide an 
alternative, equating the kidnaps and ille¬ 
gal custody is absolutely undemocratic to 
say the least. 

If one fails to see this difference then that 
will end up not just in equating the kidnap 
and illegal custody, but the extension of it 
will end in condemning the killing of such 
notorious police officers as K S Vyas. Ear¬ 
lier in 198.S, when SI Yadarigi Reddy of 
Kazipet police station was lulled by PW, 
the APCLC firmly maintained that its busi¬ 
ness was not to involve itself in the matter 
of counter violence. But now Vyas is de¬ 
scribed as a “fairly well known police 
officer" and it is also stated that "nobody 


would support this act of violence”. The 
question is—docs this ‘nobody’ include 
the families of the 17 revolutimiaries for 
who.se encounter deaths Vyas was person¬ 
ally responsible when he was the SP of 
Nalgonda district’ Does this ‘nobody' also 
include the thousands of families of 
I'elengana districts whose male and female 
members were killed, whose houses were 
razed to the ground and whose bodies have 
taken the blows of the butts and lathis of 
the police and whose grain and clothes 
were thrown into wells when Vyas was the 
chief of ihc'Grcy Hounds’? Does this ‘no¬ 
body’ include the families of more than 40 
missing revolutionaries whose disappear¬ 
ance was perfected in the Latin American 
way when Vyas was the chief of the anti- 
naxalite squad? Vyas’s notoriety and bru¬ 
tal i ty were we 11 -docu mcnl ed i n the £PWby 
Halagnpal. Though the exposure of the 
state violence is still the principal activity 
of the civil liberties organisations, if the 
present stand of the AI*CLC continues, 
then with the sharpening of class struggle 
and class war APCT,C would be pushed to 
a posi tion to cq uate the violence of both the 
sides and such condemning of the 
countcrvioicncc drives those fighting 
masses away from civil liberties 
organisations, would it strengthen the 
democratic rights movement? 

Iliesc contradictions between the civil 
liberties movementsand radical movements 
arc arising because the civil liberties 
organisations in their effort to shed the 
image being projected by the state that they 
are the mouthpieces of radical movements, 
and in their anxiety to perform the ‘trans¬ 
forming role’ and lo “enlarge the field of 
operacion of human rights work”, are try¬ 
ing to attain an autonomous role, autono¬ 
mous from the movements and not just 
from the radical parties. In this process 
they are giving the term ‘stale’ an abstract 
meaning without any relation to time and 
space. To perform the transforming role in 
order to see that “in the process of attain¬ 
ment of egalitarian society concern for 
human rights is'not violated”, and to check 
the radical movements from “reproducing 
the brutalities practised by the exploitative 
order”, the acts of both the state and the 
revolutionary masses and parties are judged 
without any ainsideration of time and space. 
This is definitely not the way to understand 
things dialectically. 

Some of the ‘acts' of the radical parties 
and the people in the spccificcase of Andhra 
Pradesh have definitely raised doubts 
among sympathisers of the movement and 
the civil liberties activists that the move¬ 
ment was becoming anarchic and “repro- 
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dudBjtbebrotalitiesofthestate". Hereis 
anattenpi lolocaie them in relation to time 
and space. Important among those acts are 
the so-caiied ‘excesses’ in the people’s 
courts that were in full swing during 1990- 
91, in the occupation of the ‘patta* lands, 
which swept the districts of Warangal, 
Karimnagar and Nizamabad and in the 
indiscriminate kidnaps, which numbered 
to about lOO-lSO during the same period. 
Other acts like derailment of trains, burn¬ 
ing of Kakatiya bogie, blowing of a private 
jeep, etc, are not discussed here because 
the PW apologised for these and some of 
them are admitted to have been accidents. 
People also have come to understand these 
as accidents only. 

In the early 1970s and 1980s when 
organisers used to go to villages and try to 
explain the true essence of ‘land to the 
tiller’ and ask the landless labourers to 
come forward to till even the patta land of 
the landlords, the feudal ide^ogy would 
not permit landless laboureis to even ac¬ 
knowledge that the lands of the landlords 
was also ‘their* land. I'hey would only say, 
“Annal (as the naxalites are called in 
Telengana, meaning ‘brother’) this is the, 
own land of the Dora (landlord) isn't it? It 
is sinful to occupy l)^t land. We would 
look for some ‘sarkari ’ land or some forest 
land”. Twenty years of class struggle has 
raised their con.sciousness so that they 
realise that only tillers have the right to the 
land. So, immediately after the second 
conference of the Rytu Coolie Sangham 
(Peasants and Workers Association) in May 
1991 at Warangal, without even a call by 
the party, land occupations began to take 
place everywhere taking even party 
circles by surprise. The party must have 
seen the enormous potential of the people, 
practically, for the first time. This is the 
most significant cause fm the subsequent 
brutal repression that was unleashed on the 
masses of Andhra and continues even 
today. Nevertheless, the matter of signifi¬ 
cance here is that the 20 years of the 
movement achieved what it was striving 
for—making the masses realise that the 
land belongs to the tiller and the tiller can 
get it only by struggle. In the same way, in 
people’s courts the power was realised by 
the masses. The seeds of ‘state power’ 
which, the revolutionaries were saying, 
would flow from the barrel of the gun, were 
sown in the masses. They have tasted it for 
the first time for however short pericxl it 
maybe. 

When the masses realised their own enor¬ 
mous power, they also wanted their writ to 
run. te, whenever the village sangham 
leaders were arrested they would resort to 
all sorts of protest. They would organise 
dbamas, pi^etings, processions and also 


kidnap die government officials, bank em¬ 
ployees, mandal revenue officers, mandal 
praja panchayat presidents, etc, demand¬ 
ing the release of their comrades. Some¬ 
times this extended to the attendees and 
such lower cadres of government officials 
also. Only in a few iastanccs did they take 
away higher officials. I'hcy got their lead¬ 
ers released within a da> or two. Ihi.s 
kidnapping of lower officials raised much 
unrest among the middle class sympathisers 
and they started saying “gun is controlling 
politics”, "parly has lost control over iis 
cadre”, etc. But, how is one to understand 
all this ‘anarchy”' First of all, the realising 
of the power by the masses must be seen in 
the background of the heavy repression 
that they experienced from 198.5 to 19<>(1. 
They perceived that period as 'police raj’ 
and hence now it is ‘their raj’. The sarkar 
haras.sed them aU these days Now it is 
their turn to harass the sarkar or at least not 
allow the sarkar to harass them. So. is it the 
seed of ‘anarchism’ or of ‘proletarian dic¬ 
tatorship’? It may look far-fctehed to call it 
proletarian dictatorship, but it is definitely 
onc-in-thc-making 7'wenly-five years of 
struggle has been successful in bringing 
three foremost things into the ainscious- 
ness of the people. They are the right of the 
tiller to the land, the concept of capturing 
the state power, and the realisation that the 
government is noi ’their’ government 

'fhe last factor played an important role 
when even attenders, electrical linemen 
and ail other types of lower officials were 
kidnapped on some occasions. It is true that 
all these people fall in the ‘friends of 
revoluiicn’ category. But to the masses 
they are part of the establishment and 
especially so because most of them arc 
corrupt and hence qualified lube kidnapped. 
Mere, it should he borne in mind that 
almost all of these kidnaps were done by 
the militants, that is, the village youth of 
the mass organisations and also that none 
was killed in any of the incidents. They 
somehow saw the differenoe between the 
true enemies and these people of the estab¬ 
lishment but yet the division seemed to be 
blurring. It is exactly here that the masses 
should be guided by the revolutionary lead¬ 
ership to understand and to solve the atn- 
tradiclion.samong the people and the united 


frf nt that they have to forge In order to 
make the revolution successful. When they 
understand these two things then the ex¬ 
cesses I n people' s wurts, the occupation of 
land of even some middle class peasantry 
on some occasions and other wrong ways of 
dealing with coniradicii''n.s among the 
people will gel automatically solved, But 
wi'uld it not lake time? If it has taken 25 
years to raise the consciousness to the 
present siaie, docs it not lake at least part 
of that time to make them understand the 
above stated things'' Meanwhile if the civil 
liberties oiganisations decide to point out 
the faulicringof ihc movement they can do 
so with the interest of furthering the demo¬ 
cratic consciousness of the fighting masses 
hut not with a view that the civil liberties 
movement and organisations are autono¬ 
mous, because the latter conce(X is more 
likely to lose the dialectical understanding 
and the tendency will be to have a con¬ 
demning tone rather than one of sugges¬ 
tion When the leadership itself deals with 
the village-level ainiradictions it is likely 
to reduce the excesses, but when the initia¬ 
tive IS Icfi to the mas.scs then such anarchy 
IS bound to be there in an anti-feudal 
struggle, but their experience will leave in 
them a higher level of consciousness. The 
first option is absolutely impractical and 
even if it is practical, which is preferable? 
Trying to pull the reins from back when¬ 
ever there is a potential danger of‘excess’ 
(xxurringusdid(.randhiafterCh'auraChouri 
incident or just guiding the masses to cor¬ 
rect them.selvcs while primarily leaving 
the initiative to them? Which isthecorrea 
mass line? Which is ‘centralising the 
power”' Which will “guarantee the future 
egalitarian stx-icty”? The initiative of the 
masses or superimposed directions from 
the leadership*' In criticising the human 
rights violations that have occurred in the 
Soviet Union andoihcrcasi European coun¬ 
tries, IS the primary criticism of having the 
initiative to the ma.sses nr of holding back 
people and .sending directions frem the 
centre? 

When one decides on this, it should 
make things clear for civil liberties activ¬ 
ists to decide on what “transforming role 
they have to perform” and what “relation 
they should have with the radical movc- 
meni.s". 


For the Attention of Subscribers and 
Subscription Agencies Outside India 
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ABN AMRO Bank N V 

(Incorporated in the Netherlands with Limited Liability) 


BALANCE SHEET OF INDIAN BRANCHES 
AS ON 3IST MARCH. 1993 




As on 

- 

As on 



31-03-93 

31-03-92 


Schedule 

Rs. in OOO’s 

Rs. in OOO's 

CAPITAL AND LIABILITIES 



Capital 

1 

150,000 

150,000 

Reserves and Surplus 

2 

378,451 

234,235 

Deposits 

3 

3,044,083 

3.463.417 

Borrowings 

Other Liabilities and 

4 

1,555,093 

540,402 

Provisions 

5 

336,877 

260.585 

TOTAL 


5,464,504 

4,648,639 

ASSETS 




Cash and Balances with 




Reserve Bank of India 

6 

568,601 

416.750 

Balances with Banks and 




Money at Cali and 
Short Notice 

7 

117,282 

35,243 

Investments 

8 

1,231.414 

1,678,431 

Advances 

9 

3,157,337 

1,%3,093 

Fixed Assets 

10 

135,879 

63,528 

Other Assets 

II 

253,991 

491,594 

TOTAL 


5,464,504 

4,648.639 

Contingent Liabilities 

12 

10.008,567 

6,422,049 

Bills for Collection 

Notes to Accounts 

17 

2,456,298 

429,112 


PROFIT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR THE YEAR ENDED 
31ST MARCH, 1993 


As on As on 
31-03-93 31-03-92 

Schedule R$. in OOO’s Rs. in OOO’s 


I. INCOME 

Interest earned 
Other Income 

TOTAL 

II. EXPENDITURE 

interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 

III. PROFIT 

' Net profit for the year 
Front brought forward 

TOTAL 

IV. APPROPRIATIONS 

Itansfer to Statutory 
Reserves 

Itansfer to Other 
Reserves 

IVansfer to Head 
Office 

Balance carried over to 
Balance Sheet 

TOTAL 

Notes to lAccounts 


750,726 544,082 

217,908 150,884 


968,634 694,966 



198,914 


808,083 545,637 


160,551 

152.050 


149,329 

69,840 


312,601 219,169 


32,110 

48,050 

16,335 

216.106 


312,601 


152,050 


219,169 
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ABN’AMRO Bank N.V. 

(Incorporated in the Netherlands with Limited Liability) 


SCHEDULES FORMING PART OF THE BA LANCE SHEET /IS ON 31ST MA RCH. 1993 


As on As on 
31-03-93 31-03-92 

Rs. in 000’s Rs. in 000’s 


Srhedulr 1—(Japilal 

I Amount of Deposit kept with 
the RBI under Section 
U(2)(b) of the Banking 
Regulation Act 1949 

II Amount brought into India 
by way of start-up Capital 
for a New Branch 


Schi*diili“ 2—KetM-rves 
and SurpluH 

I Statutory Reserves 
(Reserve u/s 11(2) 

(b) (ii) of the Banking 
Regulation Act 1949) 
Opening Balance 
Additions during the 
year 

II Capital Reserves 
Opening Balance 
Additions during the year 


III Revenue & Other Reserves 
(Head Office Reserve) 
Opening Balance 
Additions during the year 

IV Balance of Profit 


Schedule 3—Deposita 
A. I Demand Deposits 



51,245 

21,380 

32,110 


nnea 

3,741 

3,741 

3.741 

3,741 


27,199 

48,050 


7S;!49 27,199 


216,106 152,050 


378,451 1 234,235 


i) From Banks 

ii) From Others 

2,360 

507,005 

4,661 

431,321 

II Savings Bank Deposits 

136,112 

95,836 

III Ihrm Deposits 

i) From Banks 

ii) From Others 

355,912 

2,042,694 

1,539,092 

1,392.507 


3.044,083 

3.463,417 

B. I Deposits of branches 
in India 

3.044.083 

3.463.417 



Seheduh- 4—BomiwinK* 

I Borrowings in India 
i) Reserve Bank of 
India 

li) Other Banks 
iii) Other Institunons 
and Agencies 

II Borrowings outside India 


Secured borrowings included in 
I & II above - Nil 

Sehi-dnie 5—Other 


1 Bills payable 

109,385 

75.414 

II Inter-ofFice adjustments (net) 

48.419 

61,728 

III Interest accrued 

48,653 

IV Others (including 
provisions) 

130,420 

123,443 


336,877 

260.585 


Schedule 6—-Cash and 
Balaucea with Reserve 
Bank of India 
1 Cash in hand 
(including foreign 
currency notes) 

II Balances with 

Reserve Bank of India 

i) In Current Accounts 

ii) in Other Accounts 


Schedule 7—Balancea with 
Banka and Money at (^11 
and Short Notice 
I In India 

i) Balance with Banks 
a) In Current Accounts 
ii) Money at Call 
and Short Notice 
a) With Banks 


II Outside India 

In Current Accounts 


11,579 9,363 

557.022 407,387 


568,601 416,750 


93.706 


112,290 


4,992 


117,282 
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■1 ABN AMRO Bank N V 


(Incorporated in the Netherlands with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH. 1993 


As on 

As on 


As on 

As on 


31-03 93 

31-03-92 



31-01-92 


Rs. in OOO’s 

Rs. in OOO’s 



Rs. in OOO's 

Sohr<lulf 8 —lnvrHlm«*nlH 



10—Fix«Ml Assi-is 



1 Invciiinicnts in India in 



1 Premises 

I) At Cost as on 31st March 



i) (ioveiTimcni Securiiic*. 





(Maikcl Value Previous 

1,031,046 

1.200.685 

of the Preceding Year 

29,208 

29.208 

year Rs. 1,199,623) 

li) Additions during the 

II) Other approved Sceurilics 
(Market Value Pieviuus 
year Rs. 51,633) 

51,225 


Year 

iii) Depreciation to Date 

54.976 

(6.512) 

(3.869) 

iii) Shares 

iv) Debentures and bunds 
(Market Value Previous 

236 

2.36 


77,672 

25.339 



II Othei Pixed Assets 



year Rs. 374,200) 


.342,(XM) 

(including Furniture 



v) Others 

148.907 

82,810 

and Fixtuies) 




1,231,414 

1,678,431 

i) Written Down Value 
as on 31st March 
of the preceding Year 
ii) Additions during the Year 



Other Investments 
include; 



38,189 

32,706 

11,041 

35,253 

( onimercial Papei 

146,090 

80,000 

iii) Deductions during 

Unit Trust of India 

Initial Capital (at cost) 

50 

50 

the Year 

■v) Depreciation for the 

(819) 

(66) 

Unit Scheme 1964 
Repurcha.se price 



Year 

(11,869) 

(8.039) 

Rs. 3.600; Previous 
year Rs. 3,%l 

_2,767 

148,907 

_ 2.7«) 

82,810 


58,207 

38,189 


135,879 

63,528 

Schedule 9—AdvanrcM 



Schedule 11—Ihher A<wettf 



A. i) Bills Purchased 



1 Inter Office Adju.stments 



and Discounted 

1.849,126 

1,848,034 

(net) 

- 

214,415 

ii) Cash Credits, Ovcrdralts 



II interest Accrued 

93,094 

80,440 

and Loans Rcpvayable 



111 Advance 'Ihx/Tax 



on Demand 

1,797.756 

779,375 

Deducted at Source 



iii) Ikrm Loans 

197,313 

65,461 

Less Provisions 

16,812 

44,447 




IV Stationery and Stamps 

4 

7 

Less; Bills rediscounted 

3,844,195 

2,692.870 

V Others 

144,081 

152,285 

686,858 

729,777 


B. i) Secured by Tangible 

3.157,337 

1,963,093 

Schedule 12—Contingent 

253,991 

491,594 





Assets 

1.988,157 

1,038,615 

LiabilitieH 



ii) Covered by Bank/ 



1 Claims against Bank not 



Government Guarantees 

1,156.705 

829,672 

acknowledged as Debts 

102,198 

5,080 

iii) Unsecured 

699,333 

824,583 

II Liability for Partly 


3,844,195 

2,692,870 

Paid Investments 

4 

4 

less: Bills rediscounted 

686,858 

'729,777 

III Liability on Account of 




Outstanding Forward 




3.157,337 

1,963,093 

Exchange Contracts 

6.718.493 

5,054,995 

C- 1 Advances in India 



IV Guarantees given on 


i) Priority Sector 

755,611 

226,890 

behalf of Constituents 



ii) Public Sector 

144.251 

35,551 

i) In India 

952.579 

204,485 

lit) Banks 

82.900 

46,871 

ii) Outside India 


123,978 

iv) Others 

2,861,433 

2,383,558 

V Acceptances, Endorsements 


Ixss: Bills rediscounted 

3,844,195 

2,692,870 

and Othci Obligations 

1,926,959 

1.033407 

6H6,85H 

729,777 







10,008,567 

6,422,049 


3,157,337 

1,963,093 
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ABN*AMRO Bank NV. 

(Incorporated in the Netherlands with Limited Liability) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 3IST MARCH, 1993 



As on 

As on 


As on 

As on 


31-03-1993 

31-03-1992 


31-03-1993 

31-03-1992 


R$. in OOO's 

Rs. in 000’s 


Rs. in 000‘s 

Rs. in OOO's 

Schedule 13—luiereel Earned 



Sdiedule 16—Operating 



1 Interest/Discount on 



Expenses 



Advances/BUls 

538,053 

322.623 

1 ftyments to and 

Provision for 

Employees 



II Income on Investments 

III Interest on Balances 
with Reserve Bank of 

147,413 

126,826 

39,84.5 

31,139 

India, Other Inter- 
Bank Funds 

58,703 

93,717 

II Rents, Taxes and 

Lighting 

22,046 

9.470 

IV Others 

6457 

916 




III Printing and 




750,726 

544,082 

Stationery 

IV Advertising and 

Publicity 

6.316 

4,551 

Schedule 14~Other Income 

1 Commission and 



4,663 

3,863 

Brokerage 

31,000 

23,158 

V Depreciation on Bank’s 



II Net Profit/fLoss) 

on Sale of investments 

III Net Profit/(Loss) on 

Revaluation of Investments 

IV Net Profit on Sale of Land, 

1,489 

(2.375) 

(14,012) 

616 

property 

VI Directors’ Bees, 

Allowances and 

Expenses 

14,510 

’0 

9,374 

71 

Buildings and Other Assets 

V Net Profit on Exchange 

281 

15 

VII Auditors' Bees and 

Expenses 

207 

197 

Transmions 

163,400 

138,747 

936 

368 

VI Miscdlaneous Income 

4,113 

2,360 

VIII Law Chaiges 




IX Postage, Iklegrams, 




217,908 

150,884 

Telephones, etc 

12,074 

6,094 

Schedule 15—Interest 

Expended 

243,770 


X Repairs and Maintenance 

XI Insurance 

15,986 

2,818 

9,605 

1,393 

1 Interest on Deposits 

186,689 

II Interest on Reserve Bank 



XII Other Expenditure 



of India/Inter-Bank 



find. HO. & Regional 



Borrowings 

103,195 

33,903 

Office expenses Rs. 16,598 



III Others 

106,445 

86.813 

Previous War Rs. nil) 

36,346 

10,118 


453,410 

307,405 


153,759 

88443 






_ 


Scliedul« 17—Note* Forming Pul of the Accounta for the Yeu end«d 31sl Much, 1993 

1. Prindpa] Accounting Polides 

A. Transactions involviiv foreign exchange: 

(a) Assets and liabilities in foreign currencies are translated at the rates ruling at the end of the year spedHed by the FEDAI, except 
for Pakistani Rupees which are translated at book rates. 

Outsianthng forwud exchange contracts, which ue disclosed as contin^t liabilities, at the contracted rates. 

(b) Outstanding forward exchange contracts are revalued at the rates of exchange specified by the FEDAI as at the end of the year 
and the resulting profit or loss on revaluation is accounted for. 

B. Investments: 

The bank’s investments in Government and State Bonds and other approved securities are marked to mvket based on quotations 
in the “DailyOffidal list of the Stock Exchange, Bombay". Investments for which quotations are not available from this source 
ue carried at cost. 

C. Advances: 

(a) The management has classifled all its loans/advances in accordance with the guidelines issued by the Reserve Bank of India, and 
based on its judgement sets aside specific m'ovisions at not less than the Reserve Bank of India guidelines for each classification. 
This provision for doubtful advances is made to the satisfaction of the auditois. 

(b) Advances ue stated net of specific provisions in respect of doubtful debts. 

(c) Interest income on non-performing advances is recognised on recovery and settlement. 
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ABN AMRO Bank N V 

(Incorporated in the Netherlands with Limited Liability) 


D. Fixed AjseB; 

(a) Fixed a.«et.s are stated at cost less accumulated depreciation. 

(b) Di^reciation has been provided at the rates prescribed under the Income Tax Act, l%l, except in the case of vehicles which are 
depreciated at 2SVi. 

(c) Depreciation on additions made upto 30th September ha.s been provided for the full year inespcctive of the date of additions 
and depreciation on additions made after 30th September has b«n provided at half the rates prescribed under the Income Tax 
Act. 1961 irrespective of the date of addition. No depreciation has been provided on assets sold/discarded during the year. 

(d) Fix^ assets include premises which have not yet been registered in the Bank’s name although the Bank is in possession thereof. 

E. Staff Benefits: 

Provi.sion for gratuity and pension benefits lo staff (inclusive of provision for past service liability) has been made on the basis of 
actuarial valuation Separate funds for gratuity and pension have been created and the contributions payable (inclusive of con¬ 
tribution for past .service liability) have been paid to the respective funds. 

F. Net Profit: 

The net profit disclosed in the profit and loss account is after: 

(a) Provision for taxes on income in accordance with the statutory requirements. 

(b) Provision for doubtful advances. 

(c) Other usual and necessary provisions. 

2. The bank has invested in tO,00,000 9Va Indian Railway Finance Corporation (IRFC) Bonds (iace value Rs. 100/-) 2010 on a client's 
account. The bonds have yet to be transferred into the bank’s name pending settlement of disputes with other parties to the transac¬ 
tion and the amount has been included in Contingent Liabilities in Schedule 12 to the accounts. 

The bank has filed a petition with the Company Law Board agaiast the IRFC to transfer the bonds to the bank's name and an interim 
order has been passed by the Board directing the IRFC to deposit the interest accrued on the bonds in a separate interest bearing 
account till the dispute is settled. 

The bank has been legally advised that it has clear title to the bonds. 

No provision has been made for loss, if any, that may arise as a result of this transaction. 

3. The bank has changed its accounting policy for valuation of investments. Investments in Government and State Bonds (excluding 
treasury bills) and other approved securities are marked to market based on quotations obtained from the "Daily Official list of 
the Stock Exchange, Bombay” and the resulting appreciation/dcpreciation in value is reflected in the profit and loss account. In 
the previous years, these investments were valued at cost. 

Consequent to this change in accounting policy the profit for the year is lower by Rs. 2,239,993. 

The management has used the rates quoted in the "Daily Official list of the Stock Exchange. Bombay” lo mark the investments 
lo market in the absence of generally acceptable sources from which the values of such investments could be obtained as of the balance 
sheet date. 

4. Advances are stated net of bills rediscounted for the current and the previous year. The value of bills rediscounted has been separately 
disclosed and not netted off against the respective classification of advances as the details of such classification with respect to bills 
rediscounted are not readily avaiiabe. 

5. The bank has classified its entire portfolio of investments as current investments. 

6. Head Office reserve account: 

Head Office reserve account rt^resents amounts remitted from overseas or traiuferred from unremilled profit and loss account towards 
the cost of acquisiiion/de posit for residential premises 

7. The previous year’s figures have been regroup^/rearranged wherever necessary. 


Auditors' Report 

We have audited the attached Balance Sheet of the Indian branches of ABN-AMRO Bank N.V. as at 3Lst March, 1993 and also the 

Profit and Loss Account of the Indian branches of the bank for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of Sub-sections (1), (2) 

and (3) of Section 211 and Sub-section (S) of Section 227 of the Companies Act, I9S6, the Balance Sheet and Profit and Loss Account, 

together with notes thereon, are not required to be and arc not drawn up in accordance with Schedule VI to the Companies Act, I9S6. 

The aoxHints ate. therefore, drawn up in conformity with Forms A and B (revised) of the Third Schedule to the Ranking Regulation Act, 1949. 

We report as follows: 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purposes 
of our audit, and have found them to be satisfactory. 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of the bank. 

(c) in our opinion, proper books of account as required by law have been kept by the bank so far as appears from our examination 
of those books. 

(d) The Balance Sheet and Profit and Loss Account of the Indian branches of the bank dealt with by this report are in agreement with 
the books of account. 

(e) In our opinion, and to the best of our information and according to the explaiuitions given to us, the said accounts read with notes 
thereon give the information required by the Companies Act, 19S6, in the manner so required for Banking Companies, and on such 
basis the said Balance Sheet gives a true and fair view of the state of affairs of the Imfian branches of the bank as at 31st March, 
1993 and the Prrfit and Loss Account gives a true and fair view of the profit of the Indian branches for the year ended on that date. 

For S. B. BILLIMORIA & CO. 

Chartered Accountants 
Sd/- 

SANJIV N. SHAH 

Bombay, July 19, 1993 Partner 
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And your gi ft to him keep s growing too! 


Git'e your child n f^ijt that grou's with him. hive.<<t in Unit Truxt'a Children's Gift Growth Fund. 
VIhen your child turns 21, the money you invest is ready to help him do what he wants. 
He will hare the option of withdrawing the money at 18, should he need it. Cnit Trust's 
Children's Gift Growth Fund. I little planning can ensure u prosperous future for your child. 
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lechnology as Common Property Resourt'e 

In regard to innovations and their application, the issue of sharing 
of benefits among the different stake-holders—the inventor, the 
consumer, the manufacturer and the society ai large —has to be 
rationally addressed. The theory of common property resources 
gives us a framework in which a balance can be struck among 
the interests of the different stake-holders. ISIS 

Nationality Formation and Capitalist 
Development 

The dynamics that set in motion the forces of the pan-Indian 
national movement were also responsible for the beginning of the 
process of nationality formation amongst various cultural 
communities inhabiting different regions of the country. The 
backdrop wa.s capitalism in colonial form for both these 
parallel processes. 1S21 


Backward March 

The freedom to hire and Tire, 
which was circumscribed through 
long and bitter working class 
struggles and by law, is now to 
be restored, to employers and that, 
we are ask^ to bdievc by 
the proponents of economic 
reform, will increase 
employment. 1489 

Sense on Education 

The recommendations of the 
Education Commission appointed 
by the Wtst Bengal govemmem, 
while they are informed by a 
distinct moral commitment, are 
entirely pragmatic and nrmiy 
linked to the cvoiviiig situation 
in education at difrerau 
levels. 1S*4 

Hannfal 

An caamination of the dlfferciiccs 
between the system of tradc-iplatcd 
intellectual property rights 
proposed in the Dunkd draft and 
the ousting patents system in 
India brings out dearly why 
adoption of the former will be 
detrimental to research and 
development and sdf-rcliant 
growth. I**B 

l^hington Wisdom 

Bangladedi’s flood action plan h 
a good example of the kind of 
unrealistic and expenuve Khemes 
that agencies like the IMarid Bank 
have pressed upon third world 
countries without a reaNstk 
appraisal of the experience 
within the concerned ' 
country. 1S*1 


Panchayat Pointers 

The results of the fourth 
panchayat elections in West Bengal 
show that while there arc definite 
symptoms of a dangerous revival 
of right-wing politics, there are 
also growing prospects of a new 
phase of radical activism of the 
rural poor. 1491 

Fiscal Secession 

No, this lime it is not the militants 
who want to take Punjab out of 
• the union of I ndia. It is the chief 
minister of the state himself, the 
Beam Singh of the famous Beam 
Smgh-K P S Gill twosome. 14*7 

Clueless 

Though economic reforms cannot 
succeed without agricultural 
reforms, the current reform 
programme has neglected 
agriculture 1497 

LandhoidliijR and 
Equity 

Size of landholding is the most 
common basis for provision of 
relief measures in agriculture But 
when new technologies are being 
introduced, this rdiance on 
farm siK may become 
questionable ISU 

Charmed Circles 

In building a community of 
discourse in the social Kienccs in 
which as much importance is given 
to good work coming from 
Coimbatore as from Cambridge 
the problem of egoism, though 
less visible is far more 
threatening than that of 
invidious politics. 1S38 











LETTERS TO EDITOR 


Making Sense of 
Murky Statistics 

J C SANDESARA’s article ‘Modern 
Small Industry, 1972 and 1987-88’ 
(February 6) displays his usual deft hand 
ai extracting what little guidance is 
available from the murky ofncial statistics 
that are available. Three additional con¬ 
siderations may be in order in viewing 
those statistics: 

(1) The value of the rupees reported, if 
the reported wholesale and retail price in¬ 
dices are to be believed, declined con¬ 
siderably over the 1972-1988 period. The 
teal value of the sums cited and any in¬ 
crease in amounts must thus be dis¬ 
counted (unless somewhere that I could 
not find in the article it is indicated that 
the data have been discounted), in par¬ 
ticular, the growth in investments in fix¬ 
ed assets and production are overstated, 
as well as the growth in labour, but not 
capital productivity. 

(2) The closure figures while apparent¬ 
ly alarming are not so much so in com- 
(tarative perspective. Carl Liedholm in 
some work published by the Gemini Pro¬ 
ject rcpQns high mortality among African 
small business, the rule of thumb in the 
US has always been that three out of four 
new businesses fail in fairly short order. 
(Carl Liedholm and Donald Mead, ‘The 
^ructure and Growth of Micioenterprises 
in Southern and Eastern Africa: Evidence 
from Recent Surveys’, Gemini Working 
Paper No 36, Washington, DC: Ciemini, 
March 1993 is the latest pieoe.) John Ken¬ 
neth Galbraith even has a nice essay on 
the services these failing businesses per¬ 
form for the economy. 

Of course, India is neither Africa nor 
the United States. Indian small units arc 
more heavily involved in manufacturing 
than those in the United States, and the 
wastage of fixed capital assets in some 
cases may be greater. Neither do the pro¬ 
cedures for ‘Small Business Exit’ operate 
with the efficiency of the US Bankruptcy 
Laws, so the social costs may be htghet, 
or in any case diffeient. 

(3) Finally, as Sandesara recognises the 
enterprises covered in these surveys are 
only a part, and a .somewhat arbitrarily 
selected one of the entegprise universe. 
Better figures are available from the 
establishments and labour-force figures in 
the census. I have not been able to get data 
from the 1991 Census here, though per¬ 
haps it is available somewhere in India. 
The 1989 CM IE source which I was able 
to find easily, with 1980 data shows more 
than 18 million enterprises, almost five 
million of which are esiahlishmenis (i e. 


have at least one employee), six million of 
which are in manufacturing, of which 
1,00.000 were estimated to be in the fac¬ 
tory sector. It is those flgures, with which 
a comparison can be made from the 1991 
Census figures when they arc available, to 
have a sense of how the different segments 
of the enterprise universe fared during the 
1980s. 

Thomas A Timberc. 

Arlington, 

Virginia. USA 

^Missing' Tribals in 
Bhandara 

THE Committee for the Protection of 
Democratic Rights (CPDR), Bombay, has 
just filed a habeas corpus writ petition at 
the Nagpur bench of the Bombay High 
Court concerning three tribal youths of 
Deori tehsil, Bhandara district who were 
arrested by the police on February 14-15 
between 12 midnight and Sam. Their 
whereabouts are not known till today. 
CPDR came upon this information dur¬ 
ing a one-day visit by two of our members, 
Suresh Rajeshwar and Bernard D'Mello, 
to the Deori tehsil of Bhandara district on 
July 12. a preliminary visit upon being in¬ 
formed of allegations of a step-up of 
police repression in the district. 

Some observations of the team are as 
follows: 

Parshuram Salame, a 36-year old Gond 
tribal of Khadki village was picked up by 
the police on February 14 at midnight. His 
whereabouts are unknown to relatives and 
fellow villagers eveA today. It is alleged 
that he was associated with the Naxalites. 
We spoke to some of the residents of the 
village. Fteihunun is a poor peasant (hav¬ 
ing about two acres of landX married with 
four children (minors). We also came 


across details of arbitrary arrests under 
TADA and IPC sections, mainly in the 
Gond tola of the village Yiidavrao 
Maraskole(2S years), a Gond tribal was 
arrested by the police at 3 a m on 
February IS at village Koyrai at his in¬ 
laws’ place. He is since ‘missing’ accor¬ 
ding to close relatives. It is alleged that 
he had close links with the Naxalites. 
Maraskole is also a poor peasant-labourer 
household. Ashok Widve (25 years) of 
Salegaon was picked up by the police at 
5 a m on February 15 and is ‘missing’. His 
mother Jamunabai, who went to make 
inquiries about him with the police was 
arrested and is said to be lodged in 
Bhandara jail. Wadve is also a poor 
peasant-labourer. 

The struggles of the rural poor for a 
better livelihood continue to be crushed 
through illegal and brutal methods by the 
law and order machinery of the state 
legitimate democratic rights, indeed fun¬ 
damental rights guaranteed under the 
Constitution Gke the Right to Freedom of 
Expression and Association, life and 
livelihood are being denied in the name 
of curbing ‘Naxalism’. CPDR expects the 
state machinery to at least impiment in 
practice the laws that it has framed and 
committed itself to. We were shocked to 
hear from persons in the villages which 
we visited that about three days after the 
specific arrests mentioned above, three 
dead bodies were brought to Deori market 
by the police However, people were not 
permitted to identify the bixlies. What 
could be the reason for resorting to such 
grotesque forms of repression? 1$ it to in¬ 
stil terror in the minds of the struggling 
poor that will resign them to a passive ac¬ 
ceptance of the uatus (/I/O? 

Bernard D’Mello 

Bombay 
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Visible Hand 


T he invisible hand writes,and, having written, moves 
on. This statement is however true only with respect 
to what has eventuated in Fakistan in the course of the 
past week. Apropos of its bigger neighbour, the huid that 
wrote the script last week was very much visible. The US 
administration chose to put the dying-to-be-a-vassal coun¬ 
try, India, in its place No nonsense about being friends 
and not masters; there was an unambiguous assertion of 
the master’s right to decide which slaves play what roles. 
The Russians did not clear in advance with the United 
Sutes their decision to sell cryogenic rocket technology 
to the Indians; they needed to be given a dressing down. 
The niceties of protocol were dispensed with. A spokes¬ 
person of the US department of state informed the world 
that the agreement the Russians had signed with the 
Indians stands cancelled. The formal transmission of the 
unhappy tidings from Moscow to New Delhi followed 
after a time-lag of 36 hours. 

The various spin-offs are instructive and perhaps even 
entertaining, and illustrate the norms of behaviour lackeys 
have evolved for themselves. The ministry of external af- 
, fairs in New Delhi has issued a garrulous press note; it 
has deeply regretted the backtracking on the part of the 
Russians. However, there is not even a half-word of con¬ 
demnation of the gross American interference. Slaves can 
berate other slaves; questioning the conduct or judgment 
of on^s daily provider is out of the question. Only a 
junior minister in New Delhi dared to indulge in a ranting 
statement taking the US government to task. He was ob¬ 
viously talking out of turn; he would be taken aside and 
duly reprimanded. 

In Fikistan, the Americans have played their cards with 
much greater subtlety. The charade of democracy can be 
put up with only up to a point. The protagonists were 
overdoing it: the president dismissing the prime minister, 
a substitute cabinet hurriedly installed in consultation with 
the leader of the opposition, with her own husband 
adorning it, the Supreme Courj choosing to re-install the 
dismissed prime minister, the provincial administrations 
(00 getting involved in the goings-on, a situation of 
eycball-to-cyeball confrontation between the president, the 
prime minister and the leader of the opposition. The 
^suiting confusion was tailor-made for chaos, and chaos 
could lead to destabilisation, the nature and gravity of 
which it was impossible to predict. The US administration 
therefore decided to press the button of remote control; 


instructions were issued for mlermcdiatron by Pakistan’s 
military brass. The scenario had its bizarre aspects, the 
president, supposedly the supreme Lommander-in-v,hiei 
of the nation’s forces, the prime minister, supposedly 
possessing (he democratic sanction to order the armed 
forces about, and the leader of the opposition, who is ef 
fectiveiy the prime minister-in-waiting, the three oi them 
ushered into the presence of the chief of staff of 4ic army, 
like squabbling children appearing before the house 
master to be sternly told that enough was enough. Not 
departing from the script, the president, the prime 
minister’s party and the opposition each gave in to the 
army’s—and the US administration’s—wishes, from now 
on, the parts would be played according to whatever cues 
are transmitted to them firom you know wheie: guided 
democracy cannot be allowed to go off onto wrong, 
impetuous rails. That both Foggy Bottom and Pentagon 
intend to control and regulate developments in Pakistan 
on a strict and continuing basis is further emphasised 
by the naming of the World Bank nominee, Mom 
Quiaishi, as interim prime minister; all is well that 
ends well. 

The past week’s events have brought to the fore a fur 
ther fact of life: other things being equal, old cronies are 
to be preferred to the new ones. It never rams but pours; 
the fiasco of cryogenic technology apart, India was at the 
receiving end of two other well-directed shafts unleashed 
by the Americans. First, Pakistan was let off the charge 
of behaving like a tenorist state, the implication being that 
the Indian allegation about Islamabad infiltrating arms 
and men Into Kashmir has not been accepted by the 
master. Second, Kashmir, the US state department has 
declared, remains a ’disputed territory’, and its future is 
to be determined not by the governments of India and 
Pakistan alone, but. conjunctively, by the people of 
Kashmir themselves. In dealing with India—liberalised, 
globalised, USA-friendly India—the American administ¬ 
ration could not have been any crueller. Such is life m a 
world system in which there is room for only one super¬ 
power: the superpower has no competition, it therefore 
can afford to take its devotees for granted. That such 
cynicism could break the heart of this or that suitor does 
not belong to its agenda of concerns. 

But, then, there is a category of passion which is known 
as unrequited love. According to grammarians, the bliss 
attaching to such love passes understanding. 
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SECURITIES SCAM 

Sham Regulation 

THE finance ministry’s discussion paper 
on economic reform, while conceding that 
the securities scam levealed the weak¬ 
nesses of the hanking system, seems clear¬ 
ly to lay the blame for whatever made 
possible the enormous diversion of the 
banks’ own resources and the funds of 
public sector undertakings through the 
manipulation of the securities holdings of 
banks on the system being “over-ieguiated 
and under-governed” and lists a number 
of “reform initiatives” already announc¬ 
ed “to restore the health and long-term 
viability of the banking system over the 
next three to four years”. The list includes 
not only the phas^ reduction in the SLR 
and the implementation of the new capital 
adequacy norms but also strengthening of 
the RBI’s supervisory system with the 
establishment of a new board for bank 
supervision. 

in its agenda for the next three years 
also the discussion paper, while reiterating 
its commitment to pursue the initiatives 
alteady taken and to implement an appro¬ 
priate system reform “so that the securi¬ 
ty scam which came to surface in April 
1992 does not occur again”, adds that 
“subject to prudential norms, restrictive 
regulaiions which limit competition (such 
as the consortium approach) will nc^ to 
be modiTied, if not eliminated, so as to 
increatie competition in providing service 
to the public”. The hope is expressed that 
as a consequence “competition from new 
private banks, including joint ventures 
with foreign banks, will in time result in 
new innovative public services” and that 
“the new prudential norms, a more com¬ 
petitive environment and broad-based 
ownership of public sector banks will help 
ensure that their newly reconstituted 
financial health is not frittered away”. 

The most intriguing part of the exercise 
that has product the discussion paper is 
the total failure to focus on those aspects 
of the financial system which created the 
opportunities for manipulative use of 
funds kept with the banks. After all 
whether (he banks are required to invest 
25 per cent of their deposits or more in 
government securities, the problems con¬ 
nected with inter-bank transactions in 
these securities will remain. If it weie 
possible to fabricate or falsify the in¬ 
struments allowed to be used for the pur¬ 
pose, namely, bankers’ receipts (BRs) or 
SGLs, as the scam disclosures reveal, corr- 
crete steps will still need to be taken to pie- 
vent the abuse of the.se instruments. The 
question to be faced then should have 
lieen not to deregulate but to re-regulate 
the use of such instruments. The scam has 
been the outcome of not oser-regulation 
but of sham regulation. To blame it on 
over-regulation is a charade. 

The authors of the discussion paper, 
however, have used the scam to advance 
thdr own agenda, namely, that of creating 
what they choose to call “a more com- 


petitrve framework” with the entry or new 
private banks including joint ventures 
with foreign banks. It strains one’s creduli¬ 
ty to read references to the scam in the 
discussion paper without any acknow¬ 
ledgement that the principal perpetrators 
of the scam were none other than four oi 
five foreign banks which, with the collu¬ 
sion of a couple of small private banks, 
made a mockery of the RBI’s regulatory 
mechanism meant to monitor transactions 
in securities. Will the new private banks 
compete in observing or subverting what¬ 
ever regulations or guidelines are prescrib¬ 
ed hereafter .for such transactions is the 
real question. It is necessary to demand 
the answer to this question of those who 
put the blame for the scam on 
over-regulation. 

If there is one single lesson that otu can 
draw from the disclosures in connection 
with the securities scam it is that the 
regulatory mechanism failed miserably to 
monitor the activities of the banks, in par¬ 
ticular those of the foreign and private 
banks. Therefore, the case is for not only 
identifying where the regulatory mecha¬ 
nism needs to be reinforced but also for 
maximum caution in regard to allowing 
the foreign banks to expand their ac- 
tiviti(». Whatever else one may say on 
what the discussion paper puts forth as 
the agenda for the next three years, on 
rinancial sector leftHin, it attempts to pre¬ 
empt the Joint Parliamentary Committee 
on what the committee may choose to 
recommend on the general contours of 
financial sector reform but also on the 
role of new private banks, especially 
foreign banks. 

POLITICS 

Task for the Left 

/t/if Jtoy writes: 

THE perennial problem of the Indian left 
has once again assumed a sharp focus as 
it always does at a critical turn in national 
politics. The problem, as is widely known, 
is how to confront the right without britv)- 
ing grist to the ultra-right mills. With the 
issue of a no-confidence motion against 
the Natasimha fUo government looming 
large on the horixon, the specific question 
now exercising the lefi is how to relate on 
this move with the largest opi^tion par¬ 
ty in the Lok Sabha, that is, the BJP. 
While the CPI(M) at the core of the In¬ 
dian left reveals symptoms of indecision, 
its critics on the right as well as the left 
are already castigating it in anticipation, 
either for boosting the position of the BJP 
or for coming to the rescue of the 
Congress^). 

While the dilemma cannot be ignored, 
rooted as it is in the existing division of 
the national political spectrum between 
the ultra-right. Hindu fundamentalist 
camp, the right-centrist Congre$s(I) and 
its allies, and the rather incoherent left- 
centrist agglomerate, it is not really insolu¬ 
ble in terms of a consistent left perspec¬ 


tive. In working out the; basics oi such a 
tactical initiative, the left leadership 
has but to keep in view two essentiii 
considerations. 

First, that there cannot be a straight¬ 
forward, direct, escape from the existing 
paralysing constraints, that arise from the 
triangular correlation of forces mentioned 
earlier. The fundamental criterion of 
choice in this case must be, and can only 
be, the long-term resultant of the con¬ 
templated moves. That is, whether the 
moves basically develop the mass mobili¬ 
sation capacity of the left camp or impair 
it, which is the ultimate instrument of 
breaking the historical stalemate. It is 
quite possible that at different points of 
such a leftist tactical trajectory, the right 
or the far-right may seek to derive some 
dividends from the particular move of 
the left-centre forces. But such a con¬ 
tingency, if it is only short-lived, should 
not unnerve anyone. Secondly, if and 
when there has to be some occasional 
alignment, objectively speaking only, with 
either of the two inimical factors of the 
equation—the right and the ultra-right— 
the left democratic forces must not give 
any political-ideological concession to 
either of them, but have indeed, on the 
contrary, to sharpen the dimensions of 
differentiation with them both. 

Specincally, in the present situation if 
thqr decide to press the no-confidence 
move which apparently pushes them 
closer to the BJP camp, the left ckmo- 
cratic forces will have to concentrate their 
attack on the Congrcss(IX along with 
many other issues, not only for its failuK 
to fight the BJP menace, but in faa for 
piwiding direct and indirect sustenance 
to it consistently. If the left moves in this 
way, then there will be very little oppor¬ 
tunity for confusing this step as suppor¬ 
tive to the BJP. On the contrary, this may 
contribute towards intensifying differen¬ 
tiations within the Congiessfl) on the 
question of iu attitude towards Hindu 
^ndamentalist forces, that it, between the 
secular and the basically Hindu natioiia- 
Bst elements. This will also help the left 
to step up the oiTensive afrinsi the BJP 
immediatdy afterwards, that is, at a direct 
continuation of the no-con fldcncc move 
and thus paralyse the pro-BJP forces’ 
move towards the BJP. 

The most aucial question at this mo¬ 
ment is not to establish the secular creden¬ 
tials of the left. They are well established. 
The crucial question at this moment is. 
can the left afford to be soft to the Coo- 
gressd) with its all-round record? This 
does not certainly mean that one riiould 
equate the Congressd) with the BJP. The 
point really is that oniy the course pro¬ 
posed above can help safeguard the distin¬ 
ction between the twa 

More importantly, it should be clearly 
understood that secularism cannot be 
safeguarded as an abstract virtue or a 
political (Aiiosophy in isolation fttun the 
active political process; secularism can 
and has to be safeguarded as an essential 
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ixaent r^ime persists in subverting the 
democrttic processWeconomically, poli¬ 
tically and ideologically—in the many 
ways it has been doing, it cannot but 
destroy tlw secular character of the Indian 
polity as a result. 

All this finally means that while the left 
has to pursue the aim of gat hering around 
itself mass allies from every quarter in its 
struggles against the attacks on the demo¬ 
cratic-secular character of the Indian poli¬ 
ty, the whole question basically hinges 
upon its own capacity to push forward 
positively its own efforts to expand and 
strengthen the democratic structure and 
secular character of national politics. 

EMPLOYMENT 

Zone of Silence 

THE finance ministry’s discussion paper 
on the economic reforms has attracted 
wide attention and comment. The fact 
that the document has been issued as a 
paper for discussion and not as a state¬ 
ment of future policy already decided 
upon is to be welcomed, it leaves room 
for debate and argument on what the 
agenda for the coming three years should 
be and for changes in the light of such 
discussion, however much the tone and 
languai^ of the paper give the impression 
that minds in the finance ministry are 
already made up on not only the direc¬ 
tions of economic policy in general but 
also on the aspects to be accorded priori¬ 
ty and the a.spects to be overlooked or 
slurred over 

While due homage is paid to the need 
for sustained growth in not only incomes 
but also employment and for poverty 
alleviation in both the paper’s assessment 
of the performance in the two years just 
gone by and in the outline of tlK agenda 
for the next three years when the gains 
made could well be revened if “we are not 
careful to consolidate them”, there is a 
studied silence aU through on the impact 
of the two years of economic reforms on 
the rate of growth of emptoymeni and the 
decline, if any at all, in poverty. In the 
mimsuyk aswssment of past performance 
there is no mention at all df how the coun¬ 
try has fared in dealing with unemploy- 
mcnt..And this could not be for want of 
indicators on the subjea. Has employ¬ 
ment in the organised sector, public and 
private^ increased or declined? How has 
the wide network of employment cx- 
chanM Cued in regard to plaoements pro¬ 
vided for those on the exchanges’ live 
regiiiersT The answers are bound to have 
dtsd oaed uncomfortable facts, knowing at 
one does that the organised sector, 
especirdly the private oompanent thereof, 
has ligaaBy failed to provide increased 
employment in virtually the whole of the 
deoide of the l9Mt, relatireiy fa« growth 
of OMiput notwithstanding, or that the 
tale <»r powth of the numbers on the live 
rtgiuin of the emplayment ncheiiges has 


uvun iiiKmciHiiBiy iiign. r I ne Hne« tiguie 
of one-third o'f 1 per cent of placements 
a.s a proportion of the numbers or. the live 
registers during the first half of 1992 is a 
telling commentary on what is happening 
on the employment front.) 

And if employment does not expand at 
a reasonable rate, reasonable relative to 
the expansion of the labour force, it is not 
difficult to hazard a guess about what is 
happening to the size of the population 
below the poverty level and the condition 
of those actually living in poverty. What¬ 
ever else the authors of the economic 
reforms programme and this includes in 
addition to the ministry of finance the in¬ 
ternational agencies, the IMF and the 
World Bank, they cannot disclaim the un¬ 
comfortable knowledge that unemploy¬ 
ment and poverty have increased during 
these first two years and will most likely 
continue to increase given the directions 
of future economic policy. 

CHINA 

Credit Boom 

REPORTS from China speak of an 
overheated economy with inflation run¬ 
ning at over 20 per cent and industrial 
growth in the first half of the current 
calendar year exceeding 25 per cent. Other 
reports, yet to be confirmed, suggest that 
the, governor of the Central Bank of 
China has been dismissed for his failure 
to regulate the expansion of credit and 
money supply. It is confirmed, however, 
that concerned provincial authorities hate 
been summon^ to Beijing for a con¬ 
ference to discuss ways and means of 
regulating the supply of credit within their 
respective jurisdietjohs. Evidently, the pro¬ 
vincial authorities in China CMrcisc some 
freedom in the extension of credit witbin 
their jurisdiction, though it is ntM clear 
whetl^ (a) this freatm it exercisable 
within certain limits and these limits are 
being exceeded or the Hmitt themselves 
were too liberally set, and (b) the credit 
thus extended has gone to finance budget 
deficits of the provincial authorities or 
commeicia] and industrial invaunents by 
various entcrpriies in the provinces. That 
deficit financing it one of the causes of 
the current omheating of the Chinese 
economy hat been arentioned all the 
same. Whether the deficit financing has 
been retorted to largely at the provincial 
or the central level it not quite clear. What 
certainly it clear is that the overheating 
of the economy is betqg linked to govern¬ 
ment defidl financing in the tense of 
credit expansion, not in the IMF tense of 
gixvcninicot borrowing, though the extent 
ID which gowerMuentt in Chi^ praMneU 
at weH at caMiui, retort to homwing is 
not quite known. 

Intcrettii^, the wp o n i of an over¬ 
heated Chimte econuiaiy coure on the 
heelt of thoet about enuuiuied tnfiow of 
direct foreiin bivcttnient. Recent estimate 


ui incttuiiuoi iici iiHiww put >iic iiguic m 
$ 3.5 billion. Tht country’s foreign reser¬ 
ves are conservatively estimated at $ 50 
billion. While the inflow of direct foreign 
investment could possibly generate dc 
mand for domestic funds to complement 
the inve.stnieni outlays undertaken as a 
con.sequcnce, the accumulation of foreign 
leserves with the Chinese monetaiy aulho- 
liiies generates the supply of counicrpait 
domestic funds, unless the authorities 
have devised specific ineasures to effee 
lively sterilise the accretions to foreign 
reserves taking place from lime to time 

Evidently, the meatrurcs now in place 
are not sufficiently effective in contain¬ 
ing the growth in aggregate demand which 
ha.s been outpacing aggregate supply and. 
in paiticular, the pressures which emanate 
from the monetaiy side. It is these pre.s- 
sures which the authorities are now wan¬ 
ting to restrain. Will it involve subsianiial 
budget cuts and also a slowdown in the 
pace of direct foreign Investment or con¬ 
centrate principally on domestic credit 
creation is a question the answer to which 
will be interesting to watch over the conr- 
ing days. 

NORTH-EAST 

Growing Network 

Kamaroopi writes-. 

THE claiming of responsibility by the 
IndO'Burma Revolutionary Front (IBRF) 
for the ambush of an Assam Rifles patrol 
parly near Lazu in Tirap district of 
Arunachal Pradesh on June 18 in which 
four persons, including three soldiers of 
the Assam Rifles, were killed, indicates 
that a more activist phase of the outfit, 
going b^nd mere verbose statements of 
intent, b in the offing. 

Initial reports from itanagar had attri¬ 
buted the incident to the National Socia¬ 
list Council of Nagaland (NSCN) alone 
However, a statement issued by the IBRF 
in Imphal has clarified that the ambush 
was a joint endeavour of the components 
of the IBRF. Indeed, this is the first joint 
action by the IBRF whose components in¬ 
dude; apart from the Khaplang faction of 
the NSCN, the United National Libera¬ 
tion Front (UNLF) of Manipur and the 
United Liberation Front of Asom (ULFA). 
These three organisations came together 
in May 1990 under the banner of the 
IBRF. A statement dated May 22, 1990 
issued under the signature of S S 
Khaplang, NSCN chairman, Arobindra 
Rajkhqwa, chairman of ULFA and Sana 
Yhima, UNLFs general secretary, main¬ 
tains that ‘indo-Burma’, defined as “the 
region between India and Burma compris¬ 
ing the so-called north-eastern region of 
India and the present north-western Bur- 
nui” is “one of the few regions in the 
world which remains to be liberated from 
oohmial rule”. However, “the long strug¬ 
gles for national independence of various 
ethnic groups in the region” had made lit- 
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tie headway; rather, maiiy ot these, as in 
Mi/oram and Thipura, had “gone down 
the road to capitulation”. The reason for 
these setbacks (hesutement says, was the 
failure of these urgani.<iations challenging 
the Indian stale to realise the “historical 
limitations of ethniasm wh,ch (hadj made 
their leaders unable to see the potential 
strength of the region as a whole". 

Following this realisation that “separate 
and isolated struggles” would lead now¬ 
here, the IBRF, “a united front of all the 
revolutionary forces in the region” was 
formed as a "historical necessity”. Though 
the IBRF ha-s been in existence for over 
three years, us activities till now were con¬ 
fined to theoretical and ideological discus¬ 
sions of revolutioijary strategy and utctics. 
On the ground, its actions as a ‘front’ in 
a collective form were hampered because 
of lack of co-ordination of the forces of 
Its component units active in widely sepa¬ 
rated areas 

However, the successful staging of the 
ambush cannot be viewed as only a minor 
tactical gain on the part of the IBRF. For 
one thing, the ambush was staged in an 
area where, though it is inhabited by the 
Naga people, at Imt formally none of the 
component units of thv IBRF is active 
Further, according to a report from 
Imphal, the IBRF sutem^nt claiming 
responsibility ior the ambush also said 
ihai militants of the Peoples’ Liberation 
Army (FLA) of Manipur, the armed wii^ 
of the Revolutionary Peoples’ Front 
(RPF) which is believed to be close to the 
Muivah faction of the NSCN took part 
m the ambush, in other words, the am¬ 
bush clearly marks not merely a tactical 
victory on the Held but also marks a 
strategic advance in sofar as the staled 
political objectives of the IBRF go, leav- 
mg aside for the moment the contradic¬ 
tions inherent in these objectives as well 
as then unreabsabilily. 

The IBRF had, in a statement issued on 
May 1, last year, invited “all other revolu¬ 
tionary forces in the region” to join hands 
with the IBRF and Tight tc^ether for “our 
common goal”—that is, “liberation of the 
Indo-Burma region”. The component 
units of IBRF have already established 
what may be described as bilateral links 
with other ‘revolutionary forces’ active in 
their home territories. Thus, ULFA fot 
stance is having a working relationship 
with the Boro Security Force in Assam. 
Valley-based insurgent groups in Manipur 
have a workjng relationship with both fac¬ 
tions of the NSCN, though serious dif¬ 
ferences (to put things mildly) divide these 
factions. 

Given the growth of these complex net¬ 
works, the active involvement of a force 
yke the PLA, not an original ntember of 
the IBRF, in the Lazu ambush, marks an 
imporunt tactical and strat^ic advance 
of the political objectives of the IBRF. If 
the gians made were to be consolidated, 
it will only mean more trouble, in a more 
co-ordinated form, throughout the (egion. 


FOREIGN INVESTMENT 

Not Reassuring 

MAKING a strong defence of the recent 
liberalisation of rules and procedures ap¬ 
plicable to foreign investment, the discus¬ 
sion paper on the economic reforms 
issued by the finance ministry refers to the 
now of foreign direct investment into 
diina. Abiding to the p^er, net foidgn 
direct invntment into China is estimated 
at over $5 billion in 1992 whereas “by 
comparison, net foreign investment Rows 
into India during the late eighties and ear¬ 
ly 1990s were around $ 100-200 million per 
year”. 

It is a littte odd that tlw Chinese inHow 
for 1992 is sought to be compared with 
the Indian inflow for the late 1980s and 
early 1990s and not 1992, the calendar 
year for which a reasonably Arm figure 
should have been available ^ now with 
the RBI. Could it be that this vagueness 
is resorted to in ordei to hide the fact that 
large approvals of foreign investment pro¬ 
posals notwithstanding (the paper itself 
gives a Tigurc of S 3 billion for approvals 
accorded “since the announcement of the 
new poli^”) the actual net inflow of 
foreign direct investment did not exceed 
S 200 million even in 1992? Of course, one 
should add in all fairness that the discus¬ 
sion paper recognises that the approvals 
accorded so far have yet to materialise into 
actual inflows, though it “sees no reason 
to doubt that the proposals of today will 
fructify into actual investment over the 
next two to three years”. 

In fact, the paper goes out of its way 
to prepare the country for a large inflow 
of direct foreign investment by trying to 
allay “the fears sometimes expressed in 
some quarters that opening up to foreign 
investment may swamp our economic 
indepcndcna^’. In doing so, however, the 
authors in thdr enthusiasm to underplay 
the relative magnitude of die likely foreign 
direct investment inflows ignore the ele¬ 
mentary distinction between stocks and 
flows. The paper first refers to the esti¬ 
mated toul industrial investment in 
1992-9.3 of R$ 66,000 cme which “is 
growing at about 8 per cent per year in 
real terms”. Then it observes that “even 
if foreign investment were to reach $ I 
billion in 1995-96. it would form less than 
4 per cent of total industrial investment 
in India”. Assuming that total industrial 
investment in 1995-96 will have reached 
the Tigure of Rs 1,00,000 crore, allowing 
for not only the real inaease but also 
some inflatiohrlhe projected foreign in¬ 
vestment in that year of $ I billion would 
be equivalent to not less than 30 per cent 
of total fresh industrial investment in the 
economy. If one were to allow for the 
depreciation of the rupee the proportion 
of total investment accounted for by 
foreign direct investment would be corres¬ 
pondingly higher. Wu this an innocent 
dip or a ddiberate attempt at confoun¬ 
ding the readers of the discussion paper? 


TWENTY YEARS AGO 

EPW, July 14, 1973 

Prioniies in sciennnc research have all 
along borne liiile relationship to the 
requiiemenis—immediaie or long term—of 
ihe economy They have instead been huge¬ 
ly dctermin^ by whai the Kieniisis m con¬ 
trol of research organisations have been in- 
leresied in, and by the letaiivc pobiical In- 
Hiience they have commanded, liiis picdilec- 
iion, together with Ihe conscqucni lack of 
a viable relalionship between the reseaich 
organisations and the poiemial users of their 
research results, has been aggiavated by the 
manner in which fumb for scwMifk leseaich 
are drawn. 

It IS possible 10 visualise an alternaiivc to 
this system under which a large part, if not 
the bulk, of the funds for reseaich are drawn 
from the users of ihe research, wiih the 
government financing research activity 
which, while having no immediate user to 
sponsor and p^ for, is nevenheless national¬ 
ly important 

For instance, ii is known that the depart¬ 
ment of atomK energy is proposing to 
allocate subsiamial funds for cancer rereaich 
by the Ibia Cancer Reseaich Insututc Now, 
the only link between the DAE and cancer 
research is perhaps the use of radiation 
technology m iieatment of lancer. The 
DAE’s support for cancer research IS commg, 
ironically enough, ai a lime when a number 
of research progiammes of ihc Indian Coun- 
al of Medical Research in other areas have 
had to be curuiled for want of funds. Under 
the present system there is no way of deter¬ 
mining Ihe relative importance of cancer 
research to whkh laige funds are being made 
available and the reseaich progiarnmn of the 
ICMR which are suffenng for warn of 
resources. The problem of inter $t priorities 
might be more effectively sorted out if funds 
for cancer research and Ihe ICMR'i iCMarch 
programmes both came from a smgle sources 
like the ministry of health. 

The absence of such a system is a aiaiot 
reason why unutilised capacity sn scqihisti- 
caied maciune-buiklmg planis like those of 
Ihe Heavy Engineenng Corpomiion. Bhaiai 
Heavy Electricals and Heavy Electricals, 
Bhopal, co-ausi with substantial imports of 
the type of equipmeni which these piMs are 
capable of manufaciunng 

However, it u one thing to make a given 
system of science and lechnology more ef- 
licieni and quite another lo alter the goals 
of scKfice and technology in a lodeiy . The 
gnals of sadnoe and technology, on the other 
hand, are set by ihe structure of produetkm 
of goods and services which is delcrmiiied 
by, as well as determines, the distribution of 
income and wealth in a socieiy. It has taken 
many Tive-ycar plans to demonmaieilM the 
siructure of production aAd the pattern of 
income distribulion are very lilile influciK- 
ed by whai is formally wriiicn imo a plan 
dacumcm The finmen of the country's first 
plan for science and lechnology may be par¬ 
doned, therefore, if they start with fond 
hopes of being able lo influence the goalt 
of science. Bui nobody would be surprised 
if in Ihe end they, Uke ihe economic plan¬ 
ners. fail to achieve even such efficiency 
within the system as might have been wnhin 
I heir reach 
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IN THE CAPITAL MARKET 


Volvo Terry Industries 

VOLVO TERRY INDUSTRIES is 
esublishing a fully automatic state-of-the- 
art integrated plant for the manufacture 
of high quality terry towels at a capital 
outlay of Rs 627.01 lakh. The company 
proposes to install 24 Laxmi Rieter 
automatic looms with an installed capaci¬ 
ty of 660 tonnes per annum. In the second 
year of operation, it will be adding eight 
looms and, as a result, the capacity will 
go up to 880 tpa. The project is being im¬ 
plemented at Sanand, Gujarat. Commer¬ 
cial production is expected to start by This 
October. The company has entered into 
an agreement with Laibhai Exports—a 
recognised export house—for exporting its 
entire production for the next three years. 
It has also signed an MOU with Broadway 
Exports of Jamaica who have agreed to 
buy SSO tonnes of terry towels a year. Fro¬ 
nts after tax as per appraisal done by Syn¬ 
dicate Bank in the next three years ending 
September 30 are projected at Rs 91.05 
lakh, Rs 191.35 lakh and Rs 230.94 lakh 
on sales of Rs 550.55 lakh, Rs 888.99 lakh 
and Rs 1,020.07 lakh and with capacity 
utilisation at 70, 80 and 90 per cent, lb 
part finance the project, the company is 
making a public issue of 40,00,000 equity 
shares of Rs 10 each at par aggregating 
Rs 400 lakh. The issue opens on August 
3 and is lead-managed 1^ PNB Capital 
Services and Gujarat L(»se Financing. 
Listing of the shares will be done at 
Bombay and Ahmedabad stock occhanges. 

Renco Gears 

Renco Gears, whose existing plant at 
Chhatral. about 35 kilometres away from 
Ahmedabad, is manufacturing dr^ box 
clutch sets, is setting up mnnufacturing 
faciijtiet for all types of reduction gear 
boxi^-naineix worm gears (6,000 pieces 
pa), helical fBars (8,000 pieces pa) and 
shaft mounted gears (6,000pieces pa). The 
cost of this diversification proj^ is 
Rs 1,144.05 lakh. Commodal production 
is expected to commence in August. The 
profitability projections as per the ap¬ 
praisal done by Gujarat Lease Financing 
ate Rs 346.73 lakh in 1993-94, Rs 423.90 
Ukh in 1994-95 and Rs 511.48 Ukh in 
1995-96 on net sales of Rs 2,040.35 lakh, 
Rs 2,429.54 lakh and Rs 2,818.73 lakh 
respectively, lb part finance the project, 
the compaiQF is entering the capital market 
on July 27 with a public issue of 30,00/100 
equity shares of Rs 10 each at a premium 
of Rs 7.50 per duue totalling Rs 525 lakh. 
The lead iruuiagers to the issne are Gqiarat 
Lease Fuiancing, Ahmedabad, and PNB 
Capital Services, Bombay. Listing of the 


shares will be done at Ahmedabad and 
Bombay slock exchanges. 

Ace Laboratories 

Ace Laboratories has altered its capital 
issue due apparently to the present un¬ 
favourable* market conditions from an 
original proposal of Rs 3.40 crore worth 
equity shares of Rs 10 each at a premium 
of Rs 5 per share to Rs 14.50 crore 
altogether in equity shares at par. The 
Indian public offer is of 20.35 lakh shares 
while 12.50 lakh shares are being offered 
to NRls. The issue opens on July 26 under 
PNB Caps as lead manager. The company 
is raising funds to finance a programme 
of expansion and diversification. Pro¬ 
moted by A C Srimal and S Ibwari, the 
company surted commercial production 
of liquid syrup in 1985 with an installed 
capacity of 60,000 litrm per annum. In 
1987, it took up manufaixureof dry syrup, 
tablets and capsules as it expanded the 
capacity of liquid syrup to 1.50 lakh litiei 
It now proposes to expand production 
capacity further and to diversify into 
manufacture of powder, hquid injcMbies 
and ointment and is setting up at the same 
time a testing laboratory with R and D 
facilities. The proposed plans art to cost 
Rs 4.50 crore as appraised by the IFCI 
towards which the promotos are contri¬ 
buting Rs 90 lakh and the balance is be¬ 
ing raised by capital iwuc as above. Ace 
Laboratories hu sam its turnover rise 
from Rs 34.50 lakh in i9g6-87 to Rs 6.30 
crore by 1992-93 and so also profit margin 
(grou proHl to sales) from 4.30 per cent 
to 12.60 per cent. Book value of Its equity 
has increased with the present share 
capiul of Rs 40 lakh from Rs 4.30 in 
1986-87 to Rs 27.34 in 1992-93. The ex¬ 
panded capacity is expected to go on |»o- 
duction this November to boost sales for 
1993-94 to Rs 11J8 crore and raiM net 
prodt to Rs 99.53 lakh with an expected 
EPS of Rs 2.03. By 1995-96, the turnover 
is estimated to increase to Rs 13.02 crore 
ami net profit to Rs 1.01 crore to yield en 
EPS of Rs 2.21. 


Khaitan Agro Industries 

The Khaitan Group of companies, who 
have been in the agro business for over a 
century and who have diverse interests, 
with manufacturing, mining and market¬ 
ing expertise, in areas ranging from tex¬ 
tiles. sugar and cotton to elect ricai 
household goods, refractories and mag¬ 
nesite, are inviting public investment for 
their latest plantation project christened 
'Wood Sense’ initiated by Khaitan Agro 


Indusiries. The investor is offered a choice 
of two schemes, namely, Classic and Con¬ 
noisseur, with initial investments in either 
of the schemes ranging from Rs 3,000 to 
Rs 1,500 per unit depending upon the kind 
of tree one wishes to invest in. liach 
unit of inve.stmcni providc.s two ttees of 
any kind; Teak (Rs 3,000), white cedar 
(Rs 3,250) oi rosewood/mahogariy 
(Rs 3,500). The first scheme. Classic, has 
a maturity period of 15 years with ex¬ 
pected returns at the end of Rs 1.0, Rs l.l 
and Rs 1.2 lakh respectively, while the se¬ 
cond scheme. Connoisseur, has a maturity 
of 20 years with expected returns at the 
end of Rs 1.63, Rs 1.79 and Rs 1.95 lakh, 
respectively; interim annual returns will 
start after three years at the rate of 16 per 
cent for ‘Connoisseur Scheme’ and 15 per 
cent for ‘Classic scheme’, A Connoisseur 
unit holder will be entitled, attei every 
fifth year, to share the benefits from the 
sale of alternative crops to the tune of 25 
per cent of the investment in the first year. 
The added attractions of the schemes in¬ 
clude transferability of certificates after 
one year, buy-back facility after five yeais, 
a personal accident insurance coverage of 
Rs I lakh for every unit holder fot the 
duration of the scheme, membership of 
the Wood Sense Club, and in addition an 
offer of two full-grown Casuarina or 
other trees, if the growth of the two trees 
already allotted is less than 50 eft at the 
end of 15 years or 60eft after 20 years. 
The project is the first Indian commercial 
agro forestry with agrotechnological ex- 
pertiM in collaboration with Blooms and 
Gree. of Singapore, and is spread ovei 
4,000 acres of land in five different siate.s. 
The high-dens ity plantation techniques to 
be availed of have been put to successful 
use in Malaysia where the climatic con¬ 
ditions match our own, and will help at¬ 
tain requisite growth of the trees within 
IS years when a naturally growing Teak 
or Mahogany tree takes from 25 to 40 
years to attain the requisite growth. The 
mixed cropping technique with cash crops 
will also enrich the soil and provide in¬ 
terim benefits to investors. The project 
which will enjoy tax free agricultural in¬ 
come has been appraised by MPCON, a 
oonsuhanqt jointly formed by IDBl, IFCI, 
ICICI and others. Added attractions of 
the project are, crop insurance with New 
India Assurance,60 to 100 per cent stock 
to replenish loss if any, purchase of seedl¬ 
ings/saplings under the guidance of the 
oolhriwrator which is a reputed plantation 
company in the ASEAN region, supervi¬ 
sion by experts in the fields of forestry, 
agriculture, horticulture, financial 
managesnent and plantation management. 

-JK 
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COMPANIES 


Better Times Ahead 


Jairaj Kapadia 

SPURRED by competition and driven by 
survival instinct but also helped by the tax 
concessions announced in this year’s 
budget, automobile manufacturers are 
gearing to regain their lost position in the 
market due to demand recession and cost 
escalation. 

South’s Standard Motors Products has 
however just declared again a lock-out, 16 
months after it reopened last year on a 
take-over by A C Muthiah of the SPIC 
group in February 1992. But the two tradi¬ 
tional car manufacturing companies, Hin¬ 
dustan Motors and Premier Automobiles, 
are racing to improvise production and 


also to deliver a new car each in the 
market. In this they have felt encouraged 
by the 15 per cent cut in the excise duty 
on cars and lower import duties on com¬ 
ponents in the budget, while the removal 
of production curbs and the relaxation in 
foreign collaboration have helped the 
companies to tie up with world manufac¬ 
turers to produce better can for the Indian 
market. 

Hindustan Moton’ tie-up with Geneial 
Motors is to result now in production of 
Opel Astra in the country. GM’s model 
has engine capacity varying from 1.2 litres 
to 2 litres. The cars to be considered for 


The Week's Companies (Rs lakh) 

__ Firth (India) Steel Automotive Axles 

Financial Indicators December December March Match March March 

1992 1991 1993 1992 1992 1991 


iHCome/expensti/profiis 
Net sales 
Excise duty 
Other income 

Increase (decrease) in year.end 
finished slock 
Raw materials consumed 
Powei and fuel 

Other manufacturing expenses 

Labour cost 

Other expense.s 

Operating profits 

Interest charges 

Cross profits 

Depreciation 

Profits before tax 

lax provision 

Profits after tax 

Dividends 

Liabilities/assets 

Paid up capital 

Reserves and surplus 

Long-term loans 

Short-term loans 

Other liabilities 

Gross fixed assets 

Accumulated deprecialion 

Inventories 

Of which finished goods 

Receivables 

l«ans and advances 

Cash and bank balances 

Investments 

Other assets 

total liabilities/asseis 

Key financial ratios 

Ibrnover ratio 

Return on sales ^ 

Return on investmcni^s 
Return on equity (Vt) 

Earning per share 
Dividend (9li) 

Book value per share (Rs) 
Current market puce 
P/E ratio 
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1472 
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• 
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— 

2 

2 

39 
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27165 

3736 

1.49 

1.31 

0.61 

21.70 

20.10 

3.54 

32.36 

27.34 

2.41 

12.23 

11.77 

4.74 

44.52 

38.94 

too 

16 

16 

— 

363.95 

330.11 

24.90 

2300 

— 

40 

51.66 

— 

$.71 


2336 

2161 

2830 

2 

640 

604 

92 
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35 

74 

(ID 

ISI 

1771 

1660 
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96 

275 

229 

247 

43$ 
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116 

266 
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696 

601 

259 

372 

293 

94 
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II 
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76 

44 

69 

76 

44 

69 
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I2S 
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1222 

— 

— 
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1499 

1427 

903 

2058 

1630 

724 

427 

410 

1813 

354$ 

3245 

333 

1312 

940 

tut 

723 

563 

631 

231 

157 

517 

1127 

713 

121 

146 

121 

23 

17 

77 

— 

1 

1 

46 

463 

514 

3400 

4609 

4292 

0.69 

0.59 

0.66 

4.02 

11.32 

tan 

2.76 

6.74 

7.11 

3.45 

3.33 

1.36 

7.69 

0J3 

0.14 

It.TS 

10 

10 


30 

— 

— 

MM 

— 




production in India, after a test ruri which 
was taken recently of a GM car to try out 
the road conditions and parameters of 
temperature in different parts of the coun¬ 
try, are to be of 1.4 to 1.6 litres engine 
capacity. But these are to mark a major 
improvement from the hitherto available 
mt^els. 

In producing better cars HM and PAL 
are prodded by the success of Maruti 
Udyog. Making a head start with govern¬ 
ment funding and the better technology 
from Suzuki Motors of Japan, the public 
sector company has survived the slide in 
demand and with export-funding of ex¬ 
pansion has also drawn up plans for pro¬ 
duction of Maruti Zen, conforming to in¬ 
ternational auto emission standards, 
besides introducing the Maruti KXX). 

But as car companies are switching 
gears, how fast are accessories to get ac¬ 
celerated? GM in its tie-up with HM is 
said to feel favourably inclined in sourcing 
supplies from companies like Bharat 
Forge, TVS Lucas, Gabriel and Sona 
Steering. But the question begs attention, 
since accessories companies also suffered 
due to a slump in demand for cars. 

The review below of three companies, 
MICO (Motor Industries), Firth (India) 
Steel and Automotive Axles throws some 
light in this connection. 

MICO 

Expansion and 
Diversification 

The fuel injection equipment and spark 
plugs company MICO, against a 28 per 
cent rise in sales turnover in 1992, has seen 
its profit after tax increase by only 14 per 
cent with the result that the ratio of net 
profit to sales has shrunk from 3.6 per 
cent in 1991 to 3.2 per cent in 1992. 
Declaring a final dividend again of Rs 8 
per share, the directors have mainuined 
the toui dividend at the previous year’s 
increased rale of Rs 16 per share. Explain¬ 
ing the decision to maintain the dividend 
(from what they say it looks thcy'wuuld 
have liked to raise it), the directors sute 
this will further strengthen reserves which 
would be required by the company for 
future development entailii^ substantial 
capital investment. What the directors 
state further in this connection is also per¬ 
tinent. The board of the company decided 
to recommend a final dividend for the 
year 1992 of Rs 8 per share at its meeting 
held on March II, 1993. By then, as the 
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dfaectors state in thdr rqport, the business 
development in the First quarter of this 
year in the automotive industry not only 
in India but worldwide was weak and the 
company was facing a ^tuation of declin¬ 
ing demand and as a result reduced earn¬ 
ings. It was with the knowledge of this 
background that a cautious dividend 
policy was followed by the board of 
directors. 

The directors report recessionary 
trends in the automobile industry during 
1992 affected sales to the original equip¬ 
ment sector. However, the tractor and 
single-cylinder engine sectors were satis¬ 
factory, while the company widened the 
customer base for hydraulic products, it 
also introduced besides for the automobile 
sector new items, such as halogen bulbs. 
Ignition coils, horns, voltage regulators, 
clutch plates and clutch cover assemblies. 
At the same time, intensive cost reduction 
measures, including substitution of im¬ 
ports, were taken to beat the increase in 
the costs of inputs due to the depreciation 
of the rupee, the sharp increase in the 
prices of petroleum products and the hike 
in power tariff. 

Meanwhile, in exports, the company 
achieved a substantial increase of 58 per 
cent as it expanded its market to cover 
Australia, China and the New markets 
are being identified for further develop¬ 
ment while the company is intensifying ef¬ 
forts towards third party evports to the 
plants worldwide of its German partner, 
Bosch. It is also exploring the potential 
for software exports to Bosch, deputing 
software engineers to Bosch for on-site 
assignments while they are also working 
from the company’s software technology 
park facility in Bangalore. 

Export sales amounted to Rs 6,090 
lakh, while the company earned a total of 
Rs 6,210 lakh in foreign exchange against 
an outgo of Rs 6,870 lakh. Plans of ex¬ 
pansion and divcrsiFication include manu¬ 
facture of special purpose machines for 
which a technical collaboration agreement 
has been made with Witzig and Frank 
lUrmatic GmbH, Germany, for the manu¬ 
facture of CNC flexible eiectrohydrauiic 
and mechanical machining systems, 
packaging machines in agreement with 
Bosch to cover manufacture of bag form, 
fill and sealing machines, and portable 
electric power tools, with technical know¬ 
how from Bosch. 

FIRTH (INDIA) STEEL 

Improved Prospects 

Despite difficult market conditions faced 
by the alloy steel industry in the country 
due to demand recession in the auto¬ 
mobile sector. Firth (India) Steel ex¬ 


perienced during the yev mded March 31, 
1993 an increase in the ofTtake of high 
speed steel, which is its main product. 
Production of processed high sp^ steel 
increased from 499 tonnes in the previous 
year to 599 tonnes as offtake improved 
from 458 tonnes to 619 tonnes with the 
sales realisation increasing from Rs 922 
lakh to Rs 1,175 lakh. Sales of high speed 
steel billets also were more at 14 tonnes 
against as little as 0.090 tonnes in the 
previous year, with the income amounting 
at Rs 8,64,22.3 against Rs 14,459 previous¬ 
ly. With this pick-up in sales, and since 
the company’s order book position con¬ 
tinues to be healthy, the prospects for the 
current year are considered better, and 
with the constraint of restrictive bank 
credit now relaxed, there can be a definite 
improvement in the working of the 
company. 

Meanwhile, the company has com¬ 
menced direct exports of high speed steel 
and tool and die steel to Europe, helped 
apparently by its technical collaboration 
with Firth Brown, Sheffield, UK. The 
company was originally named Firth Steel 
of India as it was incorporated in 1962 in 
collaboration with Firth Sterling, Pitts¬ 
burgh, US. It took its present name on 
entering into technical collaboration with 
Firth Brown, UK. Exports, including 
through merchant exporters, of the com¬ 
pany’s products during 1992-93 amounted 
to Rs 38.95 lakh, while further orders 
worth Rs 32 lakh were received from 
customers in the UK. In addition, orders 
of Rs 25 lakh have been received from 
domestic customers for supply of -high 
speed steel against their export orders, and 
the supplies against these are to be deemed 
exports. Against export sales of Rs 38.95 
lakh the outgo on import of raw material, 
components and spare parts in foreign ex¬ 
change during 1992-93 was of the order 
of Rs 213.01 lakh. 

The working during 1992-93 has resulted 
in a net profit of Rs 69 lakh against Rs 76 
lakh in 1991-92. However, the dividend is 
waived again, although in the previous 
year the company had cleared the carried 
forward loss of Rs 69 lakh and carried the 
surplus of Rs 7,56.977 of profit to balance 
sheet. During 1992-93, it has capitalised 
Rs 8,42,900 of preference share dividend 
after it was written off and carried the 
surplus profit of Rs 61,03,149 to balance 
sheet. The amount so transferred, in¬ 
clusive of the previous surplus brought 
forward, is Rs 68,60,146. This constitutes 
a principal amount in reserves and 
surplus, as other than Rs 5,82,287 in in¬ 
vestment allowance (utilised) reserve and 
a sum of Rs 18,030 in capital reserve. The 
rest is all revaluation reserve standing at 
Rs 12,08,47,186. 

The company’s equity share capital is 


small amounting to Rs 99,47,190. It it iite* 
ly therefore to dedare a dividend for the 
current year, as it has pegotiated technical 
collaboration with a firm in Europe for 
upgrading the quality of its products and 
r^ucc costs besides for developing hi-tech 
steel of various types presently imported 
into the country, it ha.s also drawn up a 
major programme for modernisation of 
facilities and expansion of production 
capacity to service exports mid the market 
at home. 

AUTOMOTIVE AXLF..S 

Turning the Corner 

Automotive Axles’ equity share is current¬ 
ly quoted on (he market at Rs 30. which 
is three times its face value and the book 
value of Rs 10 per share, in terms of the 
earnings for the year 1991-92, the price- 
earnings ratio amounts to as high as 57 
per cent. But this position is owing to the 
company having come out of the purview 
of (he Sick industrial Companies (Special 
Provisions) Act, 1985 during the year end¬ 
ed March 31, 1992, when it succeeded in 
bringing down accumulated losses to 
Rs 410.60 lakh and the erosion of the peak 
net worth to less than 50 per cent. This 
vras aftet for a third year running the com¬ 
pany sought extension of relief package 
with the financial institutions and banks 
which they granted, and which helped its 
liquidity position. 

However, according to the directors, the 
company faced liquidity crunch because 
of ail-round increase in costs which it 
could not recover from customers by 
higher price realisation, particularly since 
the stringent economic measures taken by 
the government by way of credit squeeze, 
upward revision in banks' lending rate and 
import restrictions seriously affected the 
operations of customers in the light com¬ 
mercial vehicle sector in the automobile 
industry. Besides, the change in the rupee's 
exchange value increased the burden of 
the principal amount and interest on 
foreign exchange loan and investment by 
Rs 270 lakh for the company. The foreign 
exchange outgo on interest payment was 
Rs 10.70 lakh. 

Automotive Axles, which is established 
in collaboration with Rock-well Interna¬ 
tional Corporation. USA, was still saddl¬ 
ed with problems as it completed the llth 
year and with a large accumulated loss on 
hand, although, on reducing the deficit to 
less than 50 per cent of net worth, it had 
ceased from being called a sick company. 
The constraints above which its LCV 
manufacturer-customers had faced are 
now become a thing of the past. But it will 
be still a long time for the company to an¬ 
nounce a dividend to the shareholders. 
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Iniifx ISumiMTis of $ holonale l*rirf» 


latest 



Variation (per cent) 



(l<)8i-«2 = 100) 


Week 

Over 

Over 

Over 





Weight 

3-7-93 

Last 

1-asi 

Match 27, 







Month 

Year 

1993 

1992-93 1991-92 

1990-91 

1989-90 

All Commodities 

100 0 

238 9 

1.1 

5.8 

2.5 

9.8 

13.7 

10.3 

7.5 

Primary Aiiicles 

32.J 

238 7 

1 7 

1.0 

28 

7.3 

18.1 

13.0 

2.2 

f-'ood Articles 

17.4 

275 4 

0,8 

0.2 

2.6 

12.3 

20.2 

IL8 

1.2 

Non-food Articles 

101 

233.3 

3.9 

22 

4 0 

-0.6 

18.0 

17.0 

3.6 

fuel. Power, Light and Lubricants 

10.7 

254.3 

3.4 

18.8 

3.4 

14 1 

13.2 

12.3 

3.6 

Manufacinred Products 

57 0 

2.36 1 

0.1 

h-4 

2.1 

10.5 

11.3 

8.4 

11.3 

Oisl 4if Livini; Iniiicns 


Latest 



Variation (per cent) 




Month 

Over 

Over 

Over 






Base 

I9<)2/93 

last 

l-ast 

March 








Month 

Year 

1993 

1992 93 1991-92 

1990-91 

1989-90 

Industrial Workers IVS 

2 IfX) 

246' 

04 

5.1 

1.2 

9.9 

1.3.5 

11.2 

6.5 

Urban Non Manual t-.mpKiyccs 19X4-85 - 100 

205' 


6 8 

6.8 

10.4 

13 5 

11.0 

6.9 

Agricultuial l.aboiirer> July 60 lo 

1,()39-' 

1.3 

0.7 

1,3 

12.3 

19.3 

7.5 

3.2 

June 61 - 100 









Muni'y and Banking 


I.atest 



Variation (per cent in brackets) 




Unit 

lorimghi 

Ovet 

Over 

Over 







25 6-93 

[-a St 

Ijist 

March 31, 








Month 

Year 

1993 

1992-93 1991-92 

1990-91 

1989-90 

Money Supply (M,) 

Rs crotc 

3,81,056 

239 

44.123 

18.692 

46.316 

49,560 

34,486 

37,457 



(0.1) 

(11.1) 

(5.2) 

(14.7) 

(18.5) 

(14,9) 

(19.4) 

Net Bank Credit to (jovernment Sector 

Rs crore 

1,89,743 

l,7f)8 

25,038 

13..569 

16,274 

24,589 

23,048 

20,676 

Balfl Credit to C ommercial Sector 

Rs crore 

2.20,290 

-938 

2.3,485 

4,231 

24,389 

24,173 

21,443 

23,822 

Net Foreign l-.sch Assets ol Banking Sector 

Rs crore 

27,362 

889 

301 

1,681 

6,155 

10.098 

1,915 

-149 

Deposits of Scheduled (.'oinmercial Banks 

Rs <.rote 

2,77,235 

783 

34,221 

I0.08R 

.16,389 

38,217 

25.583 

26,809 



(0 3) 

(14 1) 

(.1.8) 

<15 8) 

(19.8) 

(15.3) 

(19.1) 

Advances of Scheduled t omnicrcial Banks 

Rs croic 

1,55,515 

- 653 

21,k:i 

4,461 

25,462 

9.291 

14,848 

16,734 



latest 

Week 

9 7-199.1 

(- 0.4) 

(16.4) 

(3 0) 

CO.I) 

(8.0) 

(14.6) 

(19.8) 

Foreign Exchange .Assets icsc/uding gold) 

Rs ctore 

21,149 

1,312 

3,1% 

953 

5,385 

10,223 

-1,383 

795 

US $ inn 

6.728 

435 

■ 223 

261 

746 

3.383 

-1,137 

-854 

Indra Niimht‘rr< of Induhtrial 


latest 








Produrlion 

Weight 

Month 

Averages for* 

Variation (per cent) 


(1980-81 100) 


(leb 93) 1992-93 1991-92 1991-92 1990 911989-90 1988-89 

1987-88 

General Index 

100 0 

220.8 

211 6 

2.1 207.2 0.2 

8,6 

8.7 

7.3 

Mining and CJuariviiig 

il-.-i 

2410 

218.8 

0.9 216.e 0 9 

6.3 

7.9 

.1.8 

Manufacturing 

77 I 

210.5 

202.3 

1.8 

98.7 1.4 

8.6 

8.7 

7.9 

Elect ricitv 

11 4 

270 5 

267.4 

4.9 255.0 8.7 

10.8 

9.5 

7.7 

Basic Indus!I ICS 

39 4 





3.8 

5.4 

9,9 

5.6 

Capital Goods Industrie- 

16 4 





17.4 

22.4 

7.0 

15.9 

iniermc'diate Goods IiuUisirics 

20.5 





6.1 

4.3 

11.5 

4.8 

Consumei Goods Indusitics 

23.6 





10.4 

6.3 

4.2 

6.5 

Durable Goods 

2 6 





14.8 

1.7 

12.0 

7.8 

Non-Durable (.ioods 

21 0 





9.4 

7.S 

2.5 

6.2 

Fundgin Trad*- 

Imil 

1 afesi 

Cumulative idi* 







Month 

(March 











93) 

1992 93 

1991-92 

1992-93 

1991-92 1990-91 

1989-90 

1988-89 

Export 

Rs cioic 

6,086 

53,351 

44,042 

53,351 

44,042 

32,553 

27.681 

20,232 





(21.1) 

(35.3) 

(17.6) 

(36.8) 

(29.1) 

Impssri 

Rs crotc 

5,425 

62,923 

47,851 

62,923 

47,851 

43,103 

35,416 

28,235 





(31 5) 

(10.8) 

(22.0) 

(25.4) 

(26.9) 

Balance of Tiadc 

Rs crore 

-1661 

9,572 

- 3,809 

9,572 

- 3.809 

-10,640 

-7.735 

-8,003 

Employiiienl Exrhanpi- SlalistioH 


Latest 

C umulaiive lor* 






Unit 

Month 
(Dec 92) 

1992 

1991 

1992 

1991 

1990 

1989 

1988 


Number ot Applicants on 1 ive Register 

Thousand 

36.7,59 

36,759 

36,300 

36.759 

36,300 

34,632 

32.776 

30,050 

Numbei ol Registrations 

Thousand 

397 

5,302 

6,238 

5,302 

6,238 

6,541 

6,576 

5.963 

Number ol Vacancies Nolilied 

1 housand 

40 

421 

460 

421 

460 

490 

599 

544 

Number of Placcnieiiis 

Thousand 

24 

240 

254 

240 

254 

266 

289 

330 

Maiiurial Ineonu' 

Unit 

1992 93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

Gross Domestic Prrsjuct (cuireni prices) 

Rs crore 



3,50,899 

2,94,765 

2,60.03 2 

.33.799 

2,08,533‘ 

1,86,723 

Gross Domestic Priidiici (|9go-8I puces) 

Rs crore 

2.21,168 

2,12,316 

1,88,009 

1,70.205 

1,63.271 1,56.566 

1.50,433 

1,44,865 



(4.2) 

(1.2) 







Per Capita Income (1980-81 prices) 

Rupc»es 

2,222 

2,174 

2,069 

1,902 

1,871 

1,844 

1.813 

1,790 



(2.2) 

(- 1.1) 








• Up !o (!if latcM lunnili lor (he currmi year and for corresponding period Iasi war . Nol available. 

Notes. ;1) SupcTscripi numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) figures in brackets denote percentage sanations ovci the comparable period of the previous year. 
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Calciutta Biary 

AM_ 

Others abide the question, the Punjab director-general of police is 
free. The Punjab chief minister is equally free. This freedom the 
chief minister has now decided to extend to the fiscal arena: 
Punjab, he has declared, will not pay back a penny of its 
accumulated debt to the centre. The Punjab chief minister is not 
fooling. He is speaking from a position of enormous strength. 


NO. this time it is not the militants who 
want to take Punjab out of the Union of 
India. It is the chief minister of the state 
himself,the Beam Singh of the famou.s 
Beani Singh-K P S Gill twosome. Come 
what may, Punjab, he has decided, will 
not meet any of its outstanding debt and 
interest obligations, exceeding Rs 6,000 
ccore, to the centre. His government has 
made enough contributions to the nation's 
cause, it has saved the state from the jaws 
of secession, it can therefore, in the chief 
minister’s considered judgment, expect a 
just recompense. The state government 
has decided what this compensation is 
going to be. From now on, it will only 
receive funds from New Delhi, it will not 
pay back one morsel 6f its past obligatioas. 

Suppose the centre demuis, suppose the 
union government maintains that the 
system of federal finances developed in 
this country in the course of the past few 
decades makes it imperative for fiscal 
flows to be a give-and-take affair, and 
Punjab too will have to repay its outstan¬ 
ding debts in the manner of other states, 
however disagreeable that task, might turn 
out to be? But the chief minister obviously 
has thought things through. It is incon¬ 
ceivable to him for the centre to have the 
temerity to differ from the point of view 
of his goverrunent. The chief minister 
could not be more unambiguous in his at¬ 
titude: he was merely, for courtesy's sake, 
informing the centre, the question of the 
latter’s approval or disapproval was not 
really relevant. What the Punjab govern¬ 
ment says the rest of the nation, including 
the stoical regime at the centre, has to 
accept. 

The Punjab chief minister's stance, 
after all, is in conformity with the current 
nalpolitik. There is no force in the coun¬ 
try to contradict a proposition or a course 
of action once Beant Singh, or his fac¬ 
totum KPS Gill—or is it the other way 
round. Gill, or his factotum, Beant 
Singh?—has decided to insist upon. Gill 
does not bother about the prior concur¬ 
rence of either the union home ministry 
or the administration nominally function¬ 
ing in other states before he sends out his 
commandos to these states in search of 
fugitive militants, to appiehencf these 
rascals, and shoot them down like dogs. 
In the process, he might be infringing the 


country’s civil and criminal laws, and 
violating the commonest human rights 
enunciated in the Universal Declaration 
of Human Rights of the United Nations 
that were reiterated, to the accompani¬ 
ment of much passion and polemics, at 
the recently held international jamboree 
in Vienna. Others abide the question, the 
Punjab director-general of police is free. 
The Punjab chief minister is equally free. 
This freedom the chief minister has now 
decided to extend to the fiscal arena: from 
now on, he will only receive bounty from 
the centre, such bounty will go unrequited, 
Punjab will not pay back a penny of its 
accumulated central borrowings. This is 
not a threat, but a statement reflecting the 
reality of Punjab's suzerainty. That state 
is no longer quite a part of the Union of 
India. 

The Punjab chief minister is not fool¬ 
ing. He is speaking from a position of 
enormous strength. Were some busybody 
in the ministry of finance in New Delhi 
to choose to make a fool of himself and 
suggest that Punjab’s case cannot be 
treated as suigeneris, it must pay back in 
full, and with interest, the sums it had 
borrowed from the centre in the past like 
all other state governments, Beant Singh, 
rest assured, has the option Of a straight 
and simple riposte If such were the cen¬ 
tre’s intention, very well, then he and his 
soulmate Gill, would propose to with¬ 
draw from the scene and brother militants 
would be welcome once more to take over. 
The government in New Delhi, he knows, 
could not afford a recrudescence of open 
insurgency in Punjab. It was in any case 
trudging through extraordinarily difficult 
times. It had no majority in parliament 
and was dependent upon the uncertain 
charities of stray charaaers like the 
Yuvaraj of Bagpat; that wretched stock¬ 
broker from Bombay has rendered slum¬ 
berless the nights of the prime minister 
himself; the Joint Parliamentary Commit¬ 
tee has unambiguously indicted one 
cabinet minister of malfeasance, and has 
even gone to the length of passing some 
snide comments on the finance minister's 
conduct in office; it has showed a perverse 
interest in the nexus that might be existing 
between the prime minister’s son holding 
the directorship of a compary and the ad¬ 
vance of a hefty loan to it by a major par¬ 
ticipant in the famous scam. As if all this 


were not enough, the rate of industrial 
growth continues to be obstinately slug¬ 
gish, in some months it is actually nega¬ 
tive; foreign investment refuses to come 
in; the government was held to high 
ridicule, and worse, over Kashmir at the 
Vienna meet. All that the government is 
currently capable of is to drown its sor¬ 
row III Coca Cola, which it has decided 
to re-welcome in the country. In the cir¬ 
cumstances, call the Punjab chief 
minister’s declaration an act of blackmail, 
call It by any other fancy name, but 
alienating the Beant Singh-Gili combine 
is simply not in order. Punjab will hence, 
with effect from the day its chief minister 
chooses, stop making repayments to the 
centre. Its citizenry may enjoy the highest 
per capita income in the country; the state 
may have received over the years central 
subsidies, under several head.s, adding up 
to thirty or foriy or fifty thousand crorc 
of rupees; its prosperity may be eye- 
boggling. None of these considerations is 
going to matter. Those who have will be 
exempt from meeting their debt obliga¬ 
tions; only the nation’s meek will a.ssume 
the burden of loan repayments, if only 
you would think a while, this is in har¬ 
mony with the quintessential classical con¬ 
cept of natural justice. In the early state 
of nature, life was nasty, brutish and 
short, while might was right. Chaperoned 
by Punjab, we are about to return to that 
idyllic epoch of justicb; might is right, 
Punjab will not, repeat not, repay its 
loans. 

The habitual worriers arc, in thc.se un¬ 
quiet times, likely to concentrate on Ar¬ 
ticle 14 of the Comstitution and the 
Duesenberry demonstration effect. Arti¬ 
cle 14 is full of outlandish notions; all 
citizens, it says, are equal before the law. 
Were this to be true and all citizens were 
to be claimed to be equal before the law, 
some fuddy-duddy of a constitutional ex¬ 
pert could offer the view thai all states too 
svere equal before the law, I here could be 
some trouble in case he could not be 
prevented from approaching the Supreme 
Court with this strange interpretation of 
what constitutes legality. The only saving 
grace would be the precedent of Ayodhya. 
Ayodhya has indicated in the clearest 
possible terms that the authorities were 
not particularly keen to act according to 
the notions of legality as laid down by the 
Supreme Court. Post-Ayodhya develop¬ 
ments have revealed a yet more redeem¬ 
ing feature of the nation’s legal system; 
the Supreme Court itself is not unduly 
disturbed if its injunctions fail to be 
honoured by the government. Therefore, 
despite Article 14, and despite any 
judgments that might be delivered by the 
nation's highest court apropos of the issue 
of equality before the law, the authorities 
might have little difficulty in continuing 
to treat Punjab as nonpareil among the 
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states, and proceed accordingly. 

That is, however, only part of the pro- 
blem. Some other implications inhere in 
the chief minister’s pronouncement. Pun¬ 
jab, as luck would have it, would set an 
example once the chief niim.ster’s threat 
is carried out. It would set an example of 
Tiscal insubordination. A number oi other 
states would feel sorely tempted to get inir> 
the act. They would not even bother about 
hiring a comstituiional lawyer, or making 
a representation to New Delhi. Quoting 
the Punjab chief minister, they loo would 
suspend remittances to the centre. For 
understandable reasons, much hero- 
worship abounds in the neighbourhood. 
Given the feats performed by its chief 
minister and its dirccloi-gcneral of police, 
the slate of Punjab constitutes the role 
model which the other states aspire to 
emulate; what Punjab does today, every 
other slate is dying to do tomorrow. How 
do you then convince the adrninistidtion 
in any of these states that, as far as this 
matter of non-payment of the centre’s 
dues was concerned, Punjab’s example 
was not for emulation. However hard one 
might try to convince them the other 
stales are unlikely to budge from their 
position: a leader, in case he is truly a 
leader, must be a leader worth following 
in all seasons. 

That would give rise to a tricky situa 
lion. Never say die though. A last ditch 
effort to save the day—and the New Delfii- 
ward flow of funds from the stales — 
might be attempted by diawing attention 
to the special conditions obiainmg in 
Punjab. That state was held to ransom foi 
years on end by hordes ot wayward mili¬ 
tants; that state has been continuously 
subjected lo fifth-column activities 
engineered by the intelligence agenc'y of 
an inimical neighbouring country; Punjab 
happened to be the granary of ihe country 
accounting for roughly two-thirds of the 
total procurement of rice and.wheat; it 
was therefore essential to treat Punjab 
somewhat differently from other states; it 
might occasionally be necessary to tickle 
its ego. 

This tenor of argument could however 
prove to be hazardous in the extreme. If 
the centre had invested a.s much funds on 
irrigation and agriculture in other slates 
as in Punjab, t hesc states too, it would be 
retorted, would have turned up huge farm 
surpluses. Besides, in no pan ol the coun¬ 
try is there any dearth of ingicdients 
which go to Ignite economic or social 
discontent. And this is on the authority 
of Indira Gandhi: with the possible excep¬ 
tion of Madliya Pradesh, every other state 
belonging to the Union of India cither 
flaunts a common border with a foreign 
country or looks out lo the sea; it is 
therefore no problem to import some tur¬ 
bulence or insurgency from outside Given 


the additional stimulus which breakneck 
globalisation is providing, it would be easy 
ibr the resident populations of any of the 
other states to do a Punjab at the drop 
of a hat. Every state would like to fall in 
love with fiscal indiscipline; every state 
would like to start a good clean insurgen¬ 
cy, never mind if it costs a few ihousarm 
lives each year and destabilises (he system, 
in case that would be the ideal deus ex 
machina lor commanding the cenire’s 
deference Admiration of F-'uiijab could 
also in no time turn into resentment over 
the seemingly unfair advantages that state 
had been allowed to enjoy, accompanied 
by hosiiliiy toward the centre which had 
gone along with these discriminatory 
arrangements. 

In such an eventuality, in what coiidi 
lion would the polity discover itself? A 
politically integrated system presupposes, 
one dates say, moral integrity. This morali¬ 
ty cannot quite be compartmentalised. An 
administration, stamped by the stigma of 
immoral conduct in money matters, would 
obviously be gravely handicapped to pre- 
tetid to adopt a moral stand on issues af 
feeling cenirc-siates relations too. If it 
were to make concessions to Punjab, it 
would jolly well be forced to make similar 
concessions to other states, or otherwise 
face trouble. This trouble would perhaps 
straddle several states. Up to a point, it 
is relatively ea«y to put down rebellion in 
just one state; if four or five states were 
siinuiiancously on the warpath, and, in 
addition, they believed that morality was 
on their side, the centre could soon 


discover that it was fighting a forlorn 

battle. 

Should we be surprised? What we are 
witnessing is hardly a variant of the 
modish systems failure. The system is not 
tailing, it is being destroyed. Once thievery 
and corner-cutting are installed as Ihe na¬ 
tion’s basic philosophy, about everyone 
becomes an active participant in Ihe great 
game of taking a pot-shot at the given 
structure: the managing director of the 
country’s leading bank lines his pocket, 
a member ol the Planning Commission 
uses his cfficc to take cuts on government 
orders, a minister ensures that his sons 
and sons-in-law stay very much in clover, 
and even the prime minister does not re¬ 
main outside the orbit of suspicion. The 
Ekanl Singhs are archetypal soldiers of 
fortune, they want to take advantage of 
the logic of the situation. Sooner or later, 
others would, with full justification, join 
the game, the bell would loll, boisterously, 
for all. 

We would have reached this fate in any 
ca.se, but globalisation, there could hardly 
be any doubt, has accelerated the process. 
A crossing between our own meanest in¬ 
stincts and the worst of the modes and 
manners of predatory western capitalism 
has taken place. The outcome is conduct 
denuded of the last shred of scruples, be 
It in the purchase of foreign guns or 
foreign petroleum crude, in the administ¬ 
ration of justice, or in the management 
of centre-stales relations. Such a country 
might still survive; that would be a 
miracle. 
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COMMENTARY 


All the Answers 

Ba^arant Tulpultr 


Though the finance ministry's document is described as a 
‘discussion paper’, it does not raise any problems or issues, but 
asserts the correctness of what has been done in the past two 
years and sets out what needs to be accomplished in the coming 
years. The finance ministry has all the answers and does not really 
need any further examination of what needs to be done and how. 


"WHY do millions of oui counirymen 
and women who migrate abroad pro 
sper?” asks the ‘discussion paper’ on 
‘Economic Reforms: Two Years After and 
the Task Ahead’ put out by the finance 
ministry of the government o( India. It 
proceeds to give an answei to the ques¬ 
tion which IS so simplistic that it would 
be amusing if it were not so misleading, 
even mischievous. The answer, according 
to the author, of the paper is, ‘‘because 
the environments they go to reward hard 
work, efficiency, di.scipline and social 
responsibility”. Cultivate such an environ¬ 
ment at home and 900 million Indians will 
enjoy the fruits of prosperity without 
migrating That is the brief, simple vision 
of our finance ministry. One wonders 
what reply the authors of the document 
would give if asked, 'How come that in 
those very countries which provide such 
benign environments for prosperity, 
millions and millions of their own people 
fail to prosper and have to live without 
jobs, shelter, adequate education and 
health service and without hope and why 
are their numbers rising?’ 

But the authors of the document do not 
expect such questions to be asked. In fact 
although the dcicument is described as a 
‘discussion paper', it docs not raise any 
problems or issues, much less doubts, but 
asserts the ccwrectness of what has been 
done in the past two years and sets out 
what needs to be accomplished in the 
coming years and how that will be ac¬ 
complished. Judging by the tone of the 
paper, the mini.stry has all tlie answers and 
is sure of their correctness and does not 
really need any further examination of 
what needs to be done and how. 

Ritual references to poverty ameliora¬ 
tion, improving the quality of life of our 
people, not burdening the poor with the 
costs of economic restructuring, expand¬ 
ing employment opportunities and social 
services like education and health at the 
primary level, facilities and incentives to 
small and marginal farmers and to small 
industries and so on are strewn all over 
the document. But these clearly do not 


coii.stilute the meal of the document; the 
meat is in the claimed aehie«ments of the 
policies and measures adopted .so far and 
to be continued in future for further 
stabilisation, globalisation and restruc 
luring. 

The part of the document dealing with 
(he past two years of economic reforms 
nartaies the steps taken and gives tables 
and charts showing the fall in the annual 
rale of inflation and in the fiscal deficit 
of the union government, the movements 
ol macro-economic indicators, the rates 
of growth of GDP and industrial growth, 
imports and exports, foreign currency 
reserves and .so on. The by now familiar 
claim of impressive improvement in all 
these parameters is repeated and it is men¬ 
tioned that these results have been achiev¬ 
ed through the policies punued by govern¬ 
ment in the form of (Jevaluation of the 
rupee, fiscal discipline, liberalised in¬ 
dustrial and trade policie.s, drastic reduc¬ 
tion in controls of all kinds, in customs 
dutie.s and in direct taxes. The paper ex¬ 
presses the view that “over time, reforms 
in industry, trade and payments regime 
would promote a pattern of industrialisa¬ 
tion which is both sufficiently labour-in¬ 
tensive and also internationally competi¬ 
tive”. While claims regarding the prospect 
of growth and competitiveness are not 
new, it is not clear how the ‘sufficiently 
labour-intensive’ charactci of future in¬ 
dustrial growth is predicted, especially 
since the stress of the new industri^ policy 
IS on import of advanced technology and 
machinery and on direct foreign invest¬ 
ment (DFl) by MNCs. 

While crowing over these results, the 
paper makes only a passing reference to 
the country’s external debt, without giving 
any figures of the .steep increase in it, and 
to the securities scam. Nor docs it give any 
figures about plant closures, retrench¬ 
ment, amount of compensation from the 
so-called National Renewal Fund (NRF) 
during the past two years or that are likely 
to come in the coming years. 

A particularly bold claim made in the 
pap« without citing the slightest suppor¬ 


ting evidence is, "the process of deregula¬ 
tion and debureaiicratisation of (he in¬ 
dustrial liceasing system has evoked a 
strong posiiivc respcmsc from both pro¬ 
ducers and consumers. Costs have declin¬ 
ed. uncertainly has been reduced and 
greater attention is being paid to (con¬ 
sumer needs, innovation and output ex¬ 
pansion 'Mie consumer is beginning to 
reap the benefits ol comjKtition in terras 
of better quality and leasonably priced 
manufactured products!' .'such official in¬ 
formation as IS available, far from suppor¬ 
ting this specious claim shows that the 
production index for manufactured goods 
has moved up only sluggishly and. accor¬ 
ding to the paper’s own admission, has 
suffered a setback during recent months 
allegedly due to Ayodhya and the troubled 
times that have followed. The wholesale 
prices of manufactures are also still rising, 
if iierhaps at a somewhat slower pace than 
in the past. And the claim about consu¬ 
mers getting better quality of manufac¬ 
tured goods is impossible to verily. 

Outlining and justifying the policy 
relating to DFl, the paper seeks to allay 
the fears about our economic indepen¬ 
dence being swamped by MNCs by poin¬ 
ting out that ‘‘the total investment in the 
industrial sector in India in 1992-93 was 
about Rs 66,000 crore and is growing at 
about 8 per cent per year in real terms. 
Even if foreign investment were to reach 
S 1 billion in 199.'’ •% it would form less 
than 4 per cent of lou! .ndustrial invest¬ 
ment in India. The notion that this will 
swamp our independence is unwarranted!’ 
If (his is the relative magnitude of DFl 
that India hopes to get in ‘he next few 
years, several questions come to mind. 
When the country’s doors were thrown 
open for DFl, a figure of S 2 billion per 
year was mooted as the likely inflow. The 
prc.scnt paper it.self mentions this figure 
as the targeted inflow by 1996-97. Yet even 
$ I billion by I99S-96 is deemed optimistic 
in the paper itself. Does this mean that 
the original quantum of expected DFl has 
turned out to be unrealistic or that the 
new lower figure is being mentioned mere¬ 
ly to allay the fear of doubters? 

Secondly, if DFl is going to be so meas¬ 
ly even by 1995-96, what does one make 
of the high hopes held out about DFl con¬ 
tributing to significantly fa.ster industrial 
growth and employment generation? 
Thirdly, if even with an annual investmeitt 
in industries of the order of Rs 66,000 
crore and more, total employment in that 
scctoi remains virtually stagnant, what 
hope is there that industrial growth under 
the new economic policy will create new 
job opportunities to any substantial extent 
in the near or even medium term? 
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The paper recognised that the new 
policies, especially in relation to public 
sector enterprises, will lead to toss of jobs. 
But this loss of jobs is viewed as ‘tem¬ 
porary’ and we arc assured that the 
burden on the displaced workers will be 
minimised through compensation, retrain¬ 
ing and redeployment with the use of the 
NRF. These assurances ate clearly uncon¬ 
vincing. When new jobs are not seen to 
be coming up in the industrial sector in 
significant numbers, to say that retrench¬ 
ed workers will face only temporaly un¬ 
employment. that their interests will be 
adequately protected through payment of 
compensation or that through retraining 
they will readily find alternative jobs is, 
to say the least, hardly honest. As said 
earlier, the paper gives no information 
whatever about how many workers have 
received compen.sation, retraining and 
new jobs through the NRF and what Is 
projected to be the probable dimension of 
the task in the next few years. 

Besides, the question of job losses due 
to the new policy is not limited to the 
public sector alone. In fact it is of far 
larger proportions in the private sector in 
which, for the past many years, employers 
have been laying off workers and closing 
down industrial units in total disregard of 
the provisions of the Industrial Disputes 
Aet. Most large units in the private sector, 
especially MNC-conirolled ones, have 
been paring down their workforce .steadily 
for the past several years through various 
devices including voluntary retirement 
with enhanced retirement benefits. 

The part of the paper dealing with the 
policies and programmes for the imme¬ 
diate future is a mix of some specific pro¬ 
posal and many vague and general state¬ 
ments of intentions. The specifics are in 
the nature of ‘more of the same’: further 
reduction in fiscal deficit, in customs 
duties on imports and in rales of income 
tax. further removal of controls and 
regulations, inccntive.s for DFI, reduction 
and progressive phasing out of most sub¬ 
sidies, reform of the financial system and 
capita! market, disinvestment of equity of 
profit-making public sector enterprises 
and closure of terminally sick ones, .safe¬ 
ly net of NRF to workers who lose their 
jobs bccau.se of the new industrial policy, 
and so on. The vague and general state¬ 
ments of intentions arc in respect of small 
industries, public distribution .system, 
employment generation, agriculture in 
general and small and marginal farmers 
in particular, primary education and 
health services arid so on. Some examples; 
“the effectiveness of the family planning 
programme will need to be greatly improv¬ 
ed...”; "village industries and crafts will 
need more effective systems of technical, 
marketing and credit suppon..!'; "creating 
an environment in which banks will have 


better incentives to lend more to agricul¬ 
ture, small industries and other priority 
sectors”; "...major improvements in 
tourism facilities and infrastructure..!’; 
"further measures to attract foreign in¬ 
vestment in labour-intensive sectors..!’; 
"small indusi ry needs help to overcome 
market imperfections which affect its ac¬ 
cess to credit, technology and marketing 
support”; “agricultural policy must also 
upgrade the quality of research and exten¬ 
sion support—devote greater attention to 
improving rural infrastructure...developing 
and propagating technologies for dryland 
farming..!'; and "land and tenancy reform, 
special attention to providing irrigation 
and other infrastructure services to small 
and marginal farmers and restoring the 
health of the rural credit system are key 
elements for enhancing the incomes and 
productivity of small farmers". 

The topics of employment and poverty 
alleviation are disposed of in two brief 
paragraphs and although the question of 
employment recurs at several places in the 
paper, the whole tone of the paper clearly 
shows that this is only incidental to 
various other subjects and not one with 
much importance of its own. The authors 
are themselves not convinced by what they 
say about employment generation, for, 
they observe “nevertheless, there is a 
danger that the poorest segments of our 
society are bypassed by the virtuous cycle 
of growth in incomes and employment!' 
For such people, the only hope the paper 


holds out is of IRDP and the Jawahar 
Rozgar Yojana. 

Predictably, the paper calls for a review 
of the present industrial relations legisla¬ 
tion and here it is quite specific It wants 
what it calls ‘excessive rigidities' as well 
as the requirement of government ap¬ 
proval for closures and retrenchment to 
be removed. This, according to the paper, 
will provide incentive for investment and 
increased employment. It is also inge¬ 
niously argued that if employers find that 
once they employ a person they arc not 
necessarily stuck with him for ever, they 
will have less incentive to adopt labour- 
saving technologie.s. Thus, the freedom to 
hire and fire which was circumscribed 
through long and bitter trade union strug¬ 
gles and by law, is to be restored to 
employers and that, we are asked to 
believe, will increase employment. 

The excessive rigidities cited in the 
paper are nothing but a myth anyway. 
Employers have found any number of 
ways of getting round the legal provisions, 
including disregarding them altogether. 
Not filling vacancies occurring due to 
natural separation, carrying a sufficient¬ 
ly large number of casual or temporary 
employees and such other practices are 
standard in most industries. Even in the 
public sector, the so-called rigidities are 
the result of management inaction and 
icluctance to take hard decisions and 
political interference rather than of the 
legal provisions. 
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New Challenges for Bengal Left 

Panchayat Poll Pointers 

Dipankar Bhatlaeharya 


The portents of the fourth panchayat elections in West Bengal 
merit close critical attention from both activists and academics. 
On the one hand, there are definite symptoms of a dangerous 
revival of right-wing politics: on the other, there are also growing 
prospects of a new phase of radical activism of the rural poor. 


THE three-tier panchayat system of West 
Bengal went through another round of 
elections on May 30. In West Bengal, the 
panchayats are known as pillars of the 
CPi(M)’s power-base and the fourth pan 
chayat poll under Left Front rule, held on 
the eve of the Left Front government’s 
16th anniversary, was not expected to 
throw up anything unsettling in Bengal’s 
settled polity, in fact, with the Congress 
lying discredited and thoroughly dis¬ 
organised and the BJP threatening further 
cuts into the thinning Congress support 
base, the left Front, particularly the 
CPI(M), had hoped to romp home with 
a still larger majority. 

But the results (Tkbles I and 2) showed 
that the top four Left parties’ combined 
share of gram panchayat (GP) and pan¬ 
chayat samiti (PS) seats had declined by 
8.07 per cent and 6.SI per cent, the 
CPl(M) alone losing 6.SI per cent and 
4.80 per cent, while the Congress(l) and 
BJP had improved their respective posi¬ 
tions by 3.40 per cent and 3.82 per cent 
at the GP level and by 4.34 per cent and 
1.29 per cent at the PS level. For the BJP, 
it was the party’s first full-scale interven¬ 
tion in the panchayat poll and it success¬ 
fully edged out the RSP to occupy the 
third position at the GP level. It was only 
at the highest layer of the three-tier 
pyramid, the ziila parisitads, that the Left 
Front could almost retain its earlier 
relative strength, restricting the Con- 
gres5(l)’s gain to mere 1.71 per cent 
and preventing the BJP from making any 
inroad. 

If the poll outcome thus contained 
some elements of surprise, the other 
feature that distinguished the fourth pan¬ 
chayat elections from the previous three 
rounds or from all major electoral exer¬ 
cises so far under 16 years of Left Front 
rule was the spate of poll-related violence 
which claimed more than SO lives in dif¬ 
ferent incidents in different parts of the 
state. The most gruesome and widely con¬ 
demned incident took place in a village 
called Karanda under Memari police sta¬ 
tion of Barddhaman district, the strongest 
rural fortress of CPI(M) wherein five 


agrarian labourei activists of Indian Peo¬ 
ple’s Front (IPF) were hacked to death and 
another 30 seriously injured in a brutal 
CP1(M)-Ied nussacre on May 31. 

Evidently, even though the new 'perma¬ 
nent settlement’ in CPl(M)-dominated 
rural Bengal has not been unsettled, 
somewhere something has started going 
•wrong’. The portents of the fourth pan¬ 
chayat poll of West Bengal therefore merit 
close critical attention from both activists 
and academics. 

CPl(M)’s Panchayat Pebspective 

CPI(M) ideologues have an easy ex¬ 
planation for the poll outcome (and also 
for the killings). The main culprit, accor¬ 
ding to the state committee of the party, 
was an undeclared alliance between the 
Congrcssfl) and BJP which ensured that 
instead of BJP eating into Congrcs.s(i) 
votes, both gained through mutual con¬ 
nivance. Some CPI(M) leaders also la¬ 
ment that the Left Front, on the other 
hand, put up a divided fight in many 
places yielding additional advantage to the 
Congress-BJP combine. TIic party general 
secretary has however not stopped with 
this analysis. Introducing a new theo¬ 
retical argunioii, Harkishen Singh Surjcct 
has said that in ii three-tier panchayat poll, 
political tfcndv arc reflected only at the 
highcvi, /ilia partshad, level where the 
CPI(M) tias retained its strength. The 
voting pattern at the lower levels, especial¬ 
ly at the lowest tier of gram panchayats, 
is prompted by local, non-political con¬ 
siderations and hence we should not read 
anything ‘political’ in the GP- and PS- 
level poll results. 

Such arguments, however, raise more 
questions than they answer. If the Con¬ 
gress and BJP have been conniving with 
each other in matters of economic and 
foreign policies and on major domestic 
issues like Punjab and Ka^mir, Assam 
and Ayodhya, there is no reason why this 
’ideological proximity’ should not assume 
practical shape in electoral politics especi¬ 
ally vis-a-vis the Left. The point to ponder 
is why the Left Front model is not able 


to stand up to (he thmat posed by 
Congress-BJP collusion. Moreover, it is 
noi true that the BJP ha.s only gained by 
colluding with the Congress or by winning 
over sections of disheartened Congress 
supporters; there is disturbing evidence of 
the BJP making inroads into the Left’s 
own support-base. Similarly, the CPUM) 
cannot evade the question of Congress(I) 
revival. It should be a matter of serious 
concern for the l^ft if at a time when the 
Congress is losing ground in the rest of 
the country, it is able to improve its posi¬ 
tion in Left-led West Bengal despite its 
discreditesi, demoralised, disorganised 
condition. 

As for tlic allegedly non-political 
character of grass roots-les%l electoral 
behaviour, one wonders how the CPi(M) 
ideologues would have re.spondcd had the 
party been able to maintain or strengthen 
Its cailier hold. It is patently contradic¬ 
tory to parade the panchayats as institu¬ 
tions of grass roots democracy and to 
dismiss in the same breath the panchayat 
poll results as statements of non-political 
narrow local preferences of the rural 
masses. Of all institutions of parliamen¬ 
tary democracy in India, the village pan¬ 
chayat is physically the closest to the elec¬ 
torate and as such its affair.s are subjected 
to a relatively high degree of transparency 
and public scrutiny. In this sense, pan¬ 
chayat polls will always be informed by 
a strong local element and the refusal of 
the rural electorate to subordinate all their 
immediate real giievanccs to remote 
broader concerns cannot lx; denounced as 
non-political behaviour. 

In fact, to attribute the dynamics of 
rural political life to narrow local factors 
IS to negate the very significance of the 
cxiuntryside as a key arena for waging class 
struggle not as a modified extension of 
macro-level politics, but as a direct, in¬ 
dependent phenomenon with its own 
agenda and ambit. Such an approach 
alone can weaken the inertia of traditional 
non-class tics and integrate the diverse 
local impulses of rural society into the 
largei flow of class-based Left politics. 
Negation and neglect of class struggle was 
a root cause of the stagnation and even¬ 
tual collapse of socialism in Soviet Union. 
Today’s West Bengal is no post-revolu¬ 
tionary Russia and the panchayats are no 
Soviets, but the CPUM) docs display the 
same suicidal streak in its theory and prac¬ 
tice of panchayat raj. 

This rift between the CPI(M)’s pancha¬ 
yat philosophy and the Marxi.st perspec¬ 
tive of class struggle is however no sud¬ 
den development. The rhetoric of using 
governmental power at state or local level 
for promotion of class struggle, once a 
high point of CPUM) propaganda, has 
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loh| been giving wwy lo nationalist and 
constitutionalist discourse. The informa¬ 
tion brochure released on the eve of the 
recent panchayat poll by the CPI(M)’s dai¬ 
ly Bengali mouthpiece Ganashakti pro¬ 
jected the panchayat system in West Bengal 
as the most sincere realisation of the na¬ 
tionalist leadership's dream of grass roots 
democracy and rural development. Begin¬ 
ning with the Gandhian vision of ‘gram 
swaraj’ (village Self-rule) to the Nehruvian 
scheme of panchayati raj, the brochure 
mentioned all its sources of ideological- 
political inheritance and inspiration, but 
conspicuously absent were any references 
to the legendary ‘tebhaga’ and land move¬ 
ment of West Bengal! 

BUKtAlJCHAIK SrAGNAllON 

Devoid of the perspective of class strug¬ 
gle and radical reforms, the panchayats in 
West Bengal have been reduced to a mere 
implementing agency for routine program¬ 
mes of rural governance and “development’. 
Lacking imagination and initiative and 
neglecting the crucial clement of speedy 
implementation of agrarian reforms 
through popular participation and public 
accountability, they have fallen prey to all 
the assorted maladies that go with bureau¬ 
cracy. And this indictment of the pan- 
chayai system has come not from ‘ultra- 
Left’ activists or academics but from 
former civil servants like Debabrata Ban- 
dyopadhyay and Nirmai Mukarji, the 
former of whom was keenly involved in 
the formulation and implementation of 
the much-acclaimed agrarian reforms of 
West Bengal. 

In their leport to the West Bengal 
government {The Statesman, Calcutta, 
June 16 and 17, 1993 and Mainstream, 
June 26, 1993), a shocked Bandyopadhyay 
(former union secretary for rural develop¬ 
ment) and Mukarji (former union cabinet 
secretary) have pointed out that the pan¬ 
chayats have virtually excluded land 


reform from their agenda. The report 
showed that between January 1982 and 
September 1992 only 94,031 acres of 
injunction-free vested land had been dis¬ 
tributed out of an available stock of 
3,52,799.09 acres, at which rate it would 
take another 30 years to complete the job 
of land distribution. Meanwhile, the se 
cond and third amendments to the West 
Ekngal Land Reforms Act have not only 
not yielded any additional amount of 
surplus agricultural land, but panchayat 
records show a net reduction of 79,675.4 
acres. 

One docs not know it and how Jyoti 
Basu’s government will explain this land- 
scam right behind the limelight of model 
land reforms, but it is interesting to note 
that of the 8,10,947.22 acres of vested 
agricultural land distributed so far in West 
Bengal, as much as 6,20,215 acres had 
been distributed before January 1977, that 
is during the pre-Lcft Front, prc-pancha- 
yat phase. And to go by the claim of 
CPi(M) politburo member and West 
Bengal’s land and land revenue minister 
since 1977, the distribution of almost 6 
lakh acres had been effectively completed 
by March 1970 itself, that is during the 
short-lived tenure of the United Front 
governments 0 f late 60s. In other words, 
16 years of stable, uninterrupted Left 
Front rule has not been able to achieve 
even with the backing of a full-fledged 
elected panchayat network what the 
unstable short-lived United Front govern¬ 
ments could do under the pressure of a 
vigorous land movement even without any 


panchayati raj apparatus, couia mere oe 
a more eloquent testimony about the real 
nature and role of panchayati raj in 
CPl(M)-ruled West Bengal? 

The report also notes the petering out 
of the Barga operation since the mid-80s. 
At the present pace, it would take another 
15 years to complete the recording of the 
state’s still unrecorded (ive lakh odd 
bargadars. Moreover, recording barga or 
allotting ‘patta’ is the relatively easier pan 
of tenancy or land reform; the challenge 
IS to enable the poor bargadar or patta- 
holder to grow into viable small farmers 
by ensuring necessary credit and infra¬ 
structural facilities. The report observes 
that the panchayats have as a rule not 
taken any interest in enforcing the 3;l 
crop-sharing formula or the stipulated 
minimum wages. On the contrary, the 
authors are shocked to find an all- 
pervasive preoccupation with pompous 
central schemes like Jawahar Rozgar Yo- 
jana, funds for which are already drying 
up under the influence of the IMF-WB in¬ 
spired new economic regime. 

Contrary to the CPl(M)’s claims of ef¬ 
fective empowerment of the rural poor 
through the panchayat network, the report 
finds that downward devolution of power 
stands arrested and power remains firmly 
entrenched in the hands of the rising mid¬ 
dle sections of rural society. Judged by the 
yardstick of direct land ownership or 
cultivation, many members of these 
middle sections may appear to belong to 
the category of small and marginal 
farmers, but land is often a misleading 


Taw I 2; LOS.SES and Gains oi DirF[.itbNT Parth-s in 1993 Flmtions 


Tier Gains in Percentage Losses in Percentage 

BJP "Cong(l) Others CPl(M) FB ~ RSP CPI 


Gram panchayats 

3.82 

3.40 

0.85 

6.5! 

0.63 

0.51 

0.42 

Pinchayat samitis 

1.29 

4.34 

0.68 

4.80 

0.70 

0.48 

0.33 

Zilta parishads 

Nil 

1.71 

1.07 

0.21 

0 75 

1.67 

0.15 


Sourer. Mamswam, June 26. 1993 


1 AHii I: Seats Won bv Diefebent Pabtifs in West Benoai Panhiavai Em iions in 1988 and 19V3 


Tier 

Year 

Seats 

BJP 

Coi.g(l) 

CPM 

IB 

RSP 

CPI 

Others 

Gram panchayats 

1988 

52,473 

32 

12,2.39 

33,834 

1,398 

1,581 

907 

2,482 



(100.00) 

(0.06) 

(23.33) 

(64.48) 

(2.66) 

(3.01) 

(1.73) 

(4.73) 


1993 

60,965 

2.367 

16.292 

35,342 

1,238 

1,526 

799 

3,401 



(100.00) 

(3,88) 

(26.73) 

(57.97) 

(2.03) 

(2.50) 

(1.31) 

(5.38) 

Panchayat samitis 

1988 

9,116 

3 

1.687 

6,550 

227 

276 

117 

256 



(100.00) 

(0,03) 

(18.51) 

(71 85) 

(2.49) 

(3,03) 

(1.28) 

(2.81) 


1993 

9.446* 

125 

2,158 

6,333 

160 

241 

90 

330 



(100.00) 

(1.12) 

(22.85) 

(67 05) 

(1 79) 

(2.55) 

(0.95) 

(3.49) 

Zilla parishads 

1988 

657 

nil 

62 

531 

22 

25 

7 

10 



(lOO.OO) 


(9 431 

(80 82) 

(3.35) 

(3.81) 

(1.07) 

(1.52) 


1993 

655 *• 

ml 

73 

528 

17 

14 

6 

17 



(100.00) 


(11.14) 

(80.41) 

(2.60) 

(2,14) 

(0 92) 

(2.59) 


Note: Figures in brackets indicate percentages. ‘Others' include a few parties of the Left Front as well as non-Front left parlies like the Kamal 
Ciiha-led Forward Bloc faction, dissident CPM groups, SUCI and iPF. 

* Seals where elections have been countermanded and where tesults have been withheld due to court order have been excluded. 
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tialiy composed of village professionals 
nuiging from teachers and shopkeepers to 
brokers and commission agents, a class 
which thrives on the burgeoning rural ser¬ 
vice sector. And when the panchayats 
become synonymous with an elected 
‘popular’ bureaucracy manned primarily 
by a coalition of the traditional and up¬ 
coming rich and middle strata of the rural 
society, it is not difficult to understand 
how and why institutionalised loot and 
corruption have become an essential 
embellishment of the whole panchayat 
system. 

BtHIND ‘POI 1 ViOLtNCF’ 

Despite growing grievances about the 
working of the panchayats and unmis¬ 
takable challenges to the CPI(M)’s hither¬ 
to overwhelming electoral supremacy, the 
party still has a comfortable majority at 
all levels of the three-tier panchayat 
system. The level of violence witnessed in 
the panchayat poll may therefore appear 
quite out of proportion with the real elec¬ 
toral stakes, especially when we consider 
a case like Karanda where the IPF could 
hardly be treated as a serious electoral 
threat to the CPI(M)’s well-enttenched 
rural hegemony. Moreover, the carnage 
took place on the morrow of the polling 
day when it was well known that the two 
IPF nominees for the GP had Finished a 
distant second, lagging by nearly 250 votes 
behind their victorious CPI(M) rivals. 

Of course, the logic of the massacre 
becomes a bit more comprehensible when 
we look at the pre-poll build-up of ‘ten¬ 
sion’ in the area. Yet, even this tension 
cannot be explained in sheer electoral 
terms. Even in this election, more than a 
thousand CPl(M) candidates were elected 
‘unopposed’ from Barddhaman district, 
and but for the IRE’S ‘audacity’ to field 
nearly .100 nominees in the district, the tal¬ 
ly of such unchallenged CPI(M) victories 
would have been higher. Of the nearly 300 
seats IPF contested, it could win only four 
and secure second position in some 120 
seats. Yet in most of these 300 cases, IPF 
candidates and activists had to withstand 
constant terror, intimidation and physical 
attacks which ultimately culminate in the 
heinous carnage at Karanda. 

To understand the logic behind the 
various incidents of poll violence, we have 
to look at the de^r social processes 
beneath the political surface. We will then 
understand that however much the ruling 
Marxists of Wst Bengal may try to banish 
class struggle from their theory and prac¬ 
tice and promote the panchayats as plat¬ 
forms of class harmony to reconcile con¬ 
flicting class interests and identities, in its 
own way the objective process of history 


Here it may not be out of place to 
observe that just as every incidefnt takes 
on a ca.^te appearance in Bihar, in West 
Bengal everything goes on ih the name of 
parties. Almost all cases of class conflict 
must invariably appear here in the form 
of inner-party dissidence or inter-party 
clashes. This is so for two reasons. One. 
over the years the CPI(M) has grown into 
an omnibus political banner hoasing a 
large-scale influx of the dominant interest 
groups of rural society; and, secondly, in 
the ‘over-politicised’ atmosphere of West 
Bengal ‘party politics’ permeates virtual¬ 
ly every institution down to the local clubs 
and puja committees. Consequently, while 
on the one hand every minor incident im¬ 
mediately acquires a political colour, ma¬ 
jor events of class antagonisms are often 
created as mere ‘family disputes' within 
or among political parlies. It is (rue that 
in developed societies, class snuggle is 
ideally mediated or articulated by parties 
representing diverse class interests, but 
when hostile classes share a common par¬ 
ty, the flow of class struggle gets so much 
more complicated and muted. 

To return to the Karanda incident, the 
agrarian labourers in question were all ac¬ 
tivists and supporters of CPl(M) till a few 
years ago, while inside CPI(M) itself, they 
had started opposing the dominant local 
coalition of jotedars and rich peasants 
who control not only the co-operatives 
and the developmental resources but also 
the local panchayat and party apparatus, 
it may be mentioned that the CPl(M) 
Rajya Sabha MP Ram Narayan Goswami 
and his brothers who belong to the 
neighbouring village of Karanda play a 
pivotal role in the affairs of this region. 
Now, it was only in the process of a grow¬ 
ing struggle against the ruling alliance of 
vested interests, when the sharpness and 
intensity of this antagonism outgrew the 
bonds of party allegiance, that the 
landless labourers of Karanda’s ‘purva 
para’, the hamlet of predominantly 
scheduled caste agrarian labourers in the 
poor eastern end of the otherwise pro¬ 
sperous village left CPI(M) and opted for 
the alternative radical Left banner of IPF. 
The panchayat poll to them was only an 
integral part of their running battle 
against the ruling nexus of vested interests. 

It was this logic of class struggle which 
lent purva para its whole identity and 
rendered the entire para into a single ob¬ 
ject of hatred, a common class target, for 
the ruling babus of the area. This is why 
when the local CPI(M) leadership chose 
to teach a lesson to the rebels of Karan- 
da, who had been emerging as a rallying 
centre for the landless poor of the entire 
area, they chose the form of a massacre 


aim imi iiiuiuvi vi wkw himiviimhm* 

it is true that thanks to its strong party 
machinery and propaganda network, the 
local CPl(M) leadership could mislead a 
section of the rural poor and even utilise 
them as a mass cover to camouflage the 
actual crime and make the whole thing ap¬ 
pear as an uncontrollable mass retaliation 
against the IPF’s provocative activities. 
The press, too, initially tended to present 
the incident as an unfortunate clash bet¬ 
ween two sections of rural poor or as a 
deplorable case of mindless internecine 
warfare between two Left parties. But the 
truth could not be suppressed for long. 

For a change, the police and civil ad¬ 
ministration too described the massacre 
as a pre-meditated one-sided-affair. And 
in its bid to list the victims’ criminal and 
provocative activities, the concerned zonal 
comniitice of the CPI(M) could point only 
to the former’s insistence on enforcing 
a social boycott on certain corrupt co¬ 
operative functionaries who had onbezzl- 
ed Rs 3 lakh of co-operative funds as 
against the CPi(M)’s prescription of ad¬ 
ministrative action or such acts of ‘anar¬ 
chy’ and ‘disorder’ as plucking a few fruits 
from a rich peasant’s Held. The discerning 
reader can surely Find unmistakable para¬ 
llels between the Karanda carnage and the 
November 1989 Danwar Bihu massacre 
in Arrah Lok Sabha constituency of Bihar 
when armed henchmen of an upper caste 
landlord had massacred a dozen persons 
to teach a lesson to the landless d^it sup¬ 
porters of IPF for daring to exercise their 
franchise—IPF had won the Arrah parlia¬ 
mentary seat in that election—or the re¬ 
cent killing of five labouring backward 
caste supporters of CPI(ML) in Chainpur 
village of Gopalganj district for sitting on 
cots in the presence of upper caste 
landlords. 

Prospects ano Challenges 

If Karanda is any indication, rural 
Bengal is set to enter a new phase of 
agrarian tension. Neither the CPI(M)'s 
omnibus party apparatus nor the broad 
class balance of the ‘panchayat settlement’ 
seems capable of containing the growing 
class antagonism in the West Bengal coun¬ 
tryside, especially in the region that has 
undergone a degree of modern capitalist 
development, for any great length of time 
Moreover, coupled with rural society’s 
own intensifying tensions which threaten 
to trip the panchayat’s internal balance 
mechanism, the system will also have to 
face the destabilising effect of a growing 
‘resource crunch’ according to the very 
logic of the new economic regime of 
liberalisation and globalisation. 

To cover up this crisis and pass on its 
burden to the panchayats themselves, the 
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CPKM) ha!> revived talk of seif-retianl, 
self-governed panchayats. According to 
the latest amendment to the Panchayat 
Act. the panchayats ate entitled and ex¬ 
pected to raise more and more of their 
resources from within by imposing levy 
and licence fee on almost all economic ac¬ 
tivities within their jurisdiction. If the 
panchayats are really to raise some resour¬ 
ces through this arrangement they will 
have to hit out al the dominant coalition 
of vested interests in the countryside. 
Otherwise the panchayats svill degenerate 
into direct agencies of impoverishment 
and loot of the rural |K>or or simply lapse 
into financial bankruptcy. Either way, the 
long spell of rural peace and order under 
the panchayati raj dispensation seems to 
be drawing to a close. 

Another possible source of tension is 
the changed caste and gender composition 
of the panchayats. The fourth panchayat 
poll has filled a third of panchayat scats 
with SC/ST and women representatives. 
This surely marks a significant change in 
the pattern of base-level rural representa¬ 
tion, though it is hardly likely to affect the 
composition of office-bearers or the 
decision-making process at any level. But 
even if these new repre.sentacives are 
denied direct accommodation in or access 
to the core structure and a good section 
is co-opted into the established order, the 
rural poor’s struggle will surely benefit 
from every articulation of their experience 
and aspiration and every assertion of their 
specific interests and identities. 

One may perhaps also look forward to 
two more favourable fall-outs, in the post¬ 
green revolution phase of Indian agricul¬ 
ture, West Bengal has attracted very little 
critical study and research. The CP!(M) 
has never tired of trumpeting its govern¬ 
ment’s reforms and developmental achieve¬ 
ments. Operation Barga and panchayati 
raj have also been lauded as the pinnacle 
of progressive rural reforms within the 
limited scope of a bourgeois set-up by the 
US based NR I and foreign researchers. 
But as an object of research in political 
economy and related fields of social 
sciences, the agrarian scene in Left-ruled 
West Bengal has ceased to excite resear¬ 
chers in West Bengal and elsewhere in 
India, particularly since the barga and 
land distribution campaigns began to run 
out of steam in the early 80s. Hopefully, 
the experiences of the fourth panchayat 
poll would change this situation and en¬ 
courage a new series of critical investiga¬ 
tions into the emerging agrarian reality of 
West Bengal. 

And last but not the least, the post-poll 
situation should trigger off a process of 
rethinking in ail serious sections of Bengal 
Ijeft. Apart from the symptoms of Con- 


grestfD’s revival and Congress-BJP collu¬ 
sion, the dominant CPI(M) response to 
the situation should be reason for addi¬ 
tional concern for not only the non- 
CPI(M) Left, but even the CIPfMj’s own 
ranks and well- wishers. The CPKMVs ag¬ 
gressive pursuit of hegemony which now 
threatens to degenerate into what has 
come to be known as the politics of terror, 
something generally associated with the 
infamous ’Congress culture’, will only cor¬ 
ner the Ijcft and pave the way for the 
backlash of a resurgent right. It is this 
trend of right resurgence which alone can 
bring even a rootless party like the BJP 
to the political foreground of West 
Bengal. 

Fortunately, there are also some symp¬ 
toms of a broad Left convergence against 
events like the Karanda carnage. On 
June 3, the entire district of Barddhaman 


observied a total bandh at the call of the 
IPF. Subsequent protest aaivities like a 
march to Writers’ Building on June 8, 
unveiling of a martyrs’ column at Karanda 
on June 22 and conventions against the 
politics of terror and massacre in Calcutta 
and different district headquarters have 
also attracted widespread support not 
only from Left forces outside the l-eft 
Front but also from major Front partners 
like RSP and CPI. 

The fourth panchayat poll has thus left 
West Bengal at the crossroads. On the one 
hand, there are definite symptoms of a 
dangerous revival of right wing politics, on 
the oihei hand there are also growing pro¬ 
spects of a new phase of radical activism 
of the rural poor. Here we have again a 
juncture when perhaps wexan say that 
much of Indian future depends on which 
road Bengal chooses today. 
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Indian Patents Act and TRIPS 

Suman Sahai 


An examination of the differences between TRIPS and the present 
patents system in India brings out clearly why adoption of the 
former will be detrimental to research and development and 
self-reliant growth. 


IN India under the Patents Act of 1970, a 
patent means the exclusive right of the inven¬ 
tor to use his invention for a particular 
period. The basic principle underlying the 
grant of patents is that the invention must 
be new and useful and capable of industrial 
application. The basic philosophy of the 
Indian Patents Act is embodied in Section 83 
of the Act: 

that patents aie granted to encourage inven¬ 
tions and to secure that the inventions are 
worked in India on a commercial scale and 
to the fullest extent that is reasonably prac¬ 
ticable without undue delay; 
that they are not granted merely to enable 
patentees to enjoy a monopoly for the im¬ 
portation of a patented article. 

Among other things, the, discovery of 
scientific principles, inventions injurious to 
public health, a method of agriculture oi 
horticultuic or the treatment of human beings, 
animals ot plants are not considered as in¬ 
ventions and therefore are not patentable. 

Although not explicitly stated in the law, 
going by the underlying objectives of the 
Indian Ments Act and the fact that methods 
of agriculture or horticulture or the treat¬ 
ment of human beings, animals or plants are 
not patentable, it is argued that living things 
are not patentable Therefore (iaiit or animal 
varieties or biological processes for the pro¬ 
duction of plants or animals will not be con¬ 
sidered to be patentable. Inventions relating 
to atomic energy are also not patentable. 

The Indian Intents Act also makes a 
distinaion between Product patents and 
Process patents. (Patents fur the product 
itself as opposed to the patent for the pro¬ 
cess of making a product.) Only Process 
patents can be granted foi food products, 
medicines and chemicals. This means that 
only the method of production can be 
patented and not the end product. 

The general term of a patent is for 14 
years. However, for certain Process patents 
used for medicine, food and drugs the term 
varies from five to seven years. In addition 
the State can impose any condition jon the 
grant of a patent. The central government 
can use a patented invention in specific cir¬ 
cumstances without the payment of royalty. 
A patent can also be used for experiment or 
research or imparting instructions to pupils. 

Keeping in mind the objectives of en¬ 
couraging industna] progress, and working 
of inventions in India on a commercial scale 
without undue delay, the Indian Patent Act 
has provisions for Compulsory Licensing 
and Licence of R^t. As ^ready mentioned, 
a patent it ^ven for the erelusive use of an 
invention for a limited period of time 


If within this time this patented invention 
is not used, the government can force the 
patentee to license the invention or it can 
revoke the patent on the ground of Non- 
Working, i e, the patented invention has not 
been put to use in India. In the food, 
medicine and chemical sectors, automatic 
Licence of Right is granted after the expira¬ 
tion of three years of patent. This means that 
three years after a patent has been granted 
in any of these sectors, any person is free to 
use the invention without the permission of 
the permit holder, although he or she has 
to pay royalty to the patent-holder. 

The idea behind the patent system was to 
encourage and maintain a continuous flow 
of inventions. It was thought that with new 
processes and products created, new and bet¬ 
ter pnxlucts would be manufactured, leading 
to the expansion of industry. Employment, 
wealth and higher standards of living are 
supposed to be then generated. The patent 
system was therefore created in the interest 
of the national economy as well as in the in¬ 
terest of the inventor. 

If one traces the history of the interna¬ 
tional patent system, it can be seen very 
clearly that there is a definite uonelation bet¬ 
ween the economic, technical and industrial 
development of a country and the patent 
protection granted by that countrv. In the 
early phases of industrial development, 
many of the industrialised countries had 
cither no patent system at all or very weak 
patent systems. As they became more in¬ 
dustrialised, they began to strengthen their 
patent systems. It is therefore necessary for 
India to build up her industrial and techno¬ 
logical base before allowing a high degree 
of patent protection. 

The idea behind granting only Process 
patents for food products, chemicals and 
medicines is to keep down the price of these 
items, as the majority of the Indian popula¬ 
tion is poor and does not have enough food 
and basic health care. Besides, a large ma¬ 
jority of the (wpulation is dependent on 
agriculture for sustenance and livelihood. 

The granting of Process patents means 
that the Indian agricultural, food and phar¬ 
maceutical industries have the freedom to 
find processes of manufacture that are 
cheaper and suitable to Indian conditions. 
And indeed as a consequence Indian medi¬ 
cines are among the cheapest in the world. 
Until the mtd-60s and 70s the patent law of 
many industrialised nations allowed only 
Process patents in the chemical and pharma¬ 
ceutical sectors. Italy, for example, allowed 
Product patents only in 1982. 


The idea tiehind Compulsory LfeOrtsTiti 
and revocation of a patent for non-working 
i$thai a useful invention fhat is patented in 
India must be put to use in this country. 
Otherwise a patent-holder could sit on a pa¬ 
tent, not manulacturing the product himself 
and not allowing anyone else to manufac¬ 
ture It either. 

The Dunkel Draft gives equal treatment 
to iiiveiiiors all ovei the world irres|>cctivc 
oi the couiiiiy of origin. The section on 
liade-Related Intellectual Property Rights 
(TRIPS) states that all countries have to pro¬ 
vide protection to plant varieties cither by 
patents or by another effective sui generic 
system The only sui generis system that ex¬ 
ists today IS the Plant Breeders Rights, codi¬ 
fied under UPDV This operates in developed 
countries but not in India and other develop¬ 
ing countries. 

PBRs confer on the holder the exclusive 
right to prtxluce .seed of the protected variety 
for the seed trade and control of its 
marketing. Codified in UPOV, PBRs offered 
monopoly on sale of the variety, but not on 
the variety itself or its genes. 

Thus any plant breeder could use any pro¬ 
tected variety for further bleeding work. 
This was referred to as the Breeders Exemp¬ 
tion. The other Exemption granted under 
PBRs is the Farmers Exemption. According 
to this, once the farmer had bought the pro¬ 
tected seed, he had the right to use it to pro¬ 
duce seed for himself foi as many sowings 
he liked. 

In 1991, however, undei tremendous 
pressure from the US, UPOV was compelled 
to amend the PBRs, making it more or less 
the same as patents. The Breeders Exemp¬ 
tion has been done away with completely. 
The Farmers Exemption has been made op¬ 
tional and can only be granted if the PBR 
holder allows it. This, it can be understood, 
will almost never happen siiice the PBR 
holder will want to maximise his sales and 
will certainly not allow farmers to produce 
seed for themselves which they otherwise 
would have to buy from him. Thus the 
amended form of PBRs offer the same kind 
of iron-clad protection that patents do. 

The major differences between TRIPS 
and the Indian patents system are: 

(1) The proposed TRIPS completely 
eliminates the use of pure Process patents. 
Under TRIPS there can only be a Product 
patent. As already demonstrated, the use of 
pure Process patents in critical sectors like 
food, chemicals and medicines has kept 
down the prices of these commodities, which 
will not be possible any more. 

(2) Under the propost^ TRII% all subject 
matter, including living organisms like plants 
and animals, are patentable; there can be no 
exceptions as in the Indian Patent Act. 

(3) The proposed TRIPS provides that the 
general term of a patent shall be 20 years. 
The Indian Patents Act provides for a 
general term of 14 years for both Product 
as well as most Process patents. In .sectors 
like food, chemicals and medicines. Process 
patents are granted for a duration of five to 
seven years. 

(4) A patent cannot be revoked for ‘non- 
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STATE BANK OF BIKANER AND JAIPUR 

Abridged Balance Sheet as on 31st March, 1993 & 

Profit and Loss Account for the year ended on 31st March, 1993 


(000*« ogaOBd) 


AS ON 
31J.1993 

Rs. 


AS ON 
31.3.1992 
Rs. 


Yeirciidcdoii Yearendedon 
30.1993 31.3.1992 

Rs. Rs. 


CAPITAL AND LIABILITIES 


I. 


Capital 

2030,00 

20,80.00 

Reserves & Suiplus 

4438,19 

36,69..39 

Deposits 

293633,77 

25.30,1.S..S2 

Borrowings 

1,14,0433 

88.52,15 

Other iiabilititiS and 
provisions 

5,4036,70 

5.06,66.41 

TOTAL 

3636,43,49 

31.82,83.47 


ASSETS 

Cash and balances with 


Reserve Bank of India 

Balances with banks and 

5,453732 

4.17.90.16 

money at call and short notice 78,11,12 

47.26.93 

Investments 

1039,40,60 

9.81,82.43 

Advances (net of provisions) 

17 , 1134,47 

15,07,56,87 

Fixed Assets 

223438 

21.04.40 

Other Assets 

2,293530 

2.07.22.68 


TOTAL 

M,46,43,49 

31.82,83,47 

Contingent liabilities 

53434,11 

5.92.46.42 

Bills for collection 

1,78,1236 

1,47.00.24 


INCOME 


Interest earned 

333,4439 

3.69.34,49 

Other income 

603834 

51,1231 

TOTAL 

434.4233 

430.46.7.0 

EXPENDITURE 

Interest expended 

239,0837 

2.11.79.90 

Operating expenses 

13736,93 

1.12.9035 

Provisions and 
contingencies 

36,9733 

8635.95 

TOTAL 

4333233 

4.10.96.70 

PROFIT 

Net Profit for tlie year 

10,^30 

9.50,00 

Profit brought forward 

6 

6 

TOTAL 

1030,06 

930,06 

APPROPRIATIONS 

Transfer to statutory reserves 

33430 

3,07,50 

Transfer to other reserves 

43430 

33130 

Transfer to proposed dividend 2,9130 

2,9130 

Balance carried over to 

balance sheet 

6 

6 

TOTAL 

103036 

930,06 
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working’ under the proposed 1 RIPS 

(5) The proposed TRFPS prevents the 
grant of compulsory licences in the public 
interest 

(6) Under T RIPS no ceiling can be plai 
ed on royally demanded on pauiits hk in 
the Indian latent Act 

(7) Importation will be treated as work, 
ing of a patent in the proposed I KIPS, con 
irary to the patent philosophy in India 

(8) TRIPS also reverses the burden of pro 
ul Under the Indian legal system, the 
patentee has to establish a prima facie case 
that his patent has been infringed Howevei, 
under TRIPS the patentee will just have to 
accuse a person or a company of patent in 
Iringement and the person or company w.ll 
have to prove that he did not infringe the 
patent 

I he consequences of accepting the in 
tellectual property regime demanded in 
{.lAII will be greatly detrimental to 
agricultural economies Research and 
development will be hampcTcd Ibday scien 
lists have access to exchange of information, 
experience and raw materials from all over 
the world For example, a scierilist working 
on breeding better wheal suited for the 
alkaline soils of the UP tern would have ac 
cess to all wheat varieties in the world All 
he has to do is write to some scientist work 
ing in another country and he will got a 
packet of seeds free, for expeiimcntation 

Once plant varieties are proiected by the 
patents or the revised plant breedets rights 
scientists will have to pay royalty fur using 


a protected variety of seeds Even mere im- 
provemem of any variety cannot be dcuie with¬ 
out the payment of royalty or a licence from 
the patent holder Similarly, the farmer will 
not be able to improve his seed sa'ieties Nor 
will he he allowed lo produce oi sell seed 

Seed multiplication except by the patent 
holder will not be allowed This means tha* 
the faimcis will not be able to retain then 
seeds for their personal use I hey will have 
lo buy fresh seed foi each crop The larmci 
will also nut be able to develop crop valiants 
suited to local tarming conditions and s>s 
terns In addition, farmers wilt not be allow 
cd to sell seed to other farrrers today inter 
fanner sales account lor over 60 per cent ot 
the seed icquiicmcnts oi Indian agriculture 

There will bean unprecedented hike in the 
pi ICC of ferlilitcrs and medicines it P'-oducI 
patents are given in these seciors as altunative, 
cheaper and be tier adapted paKesses cannot 
be used T he new category of biolcriilisers 
and biopesiicidcs >.omiiig increasingly in use 
now, and based on lising organisms like algae, 
baclena and small plants wiU also irme under 
the purview ol parents and gel monopolised 

Building local technology capacity in bio 
technology, the most dominant technology 
of texlay, will hcconic veiy difficult li genetic 
resouaes gel patented lor countiies like 
India enirv into cntical branches ol picxluc 
tion like foodstulfs pharmaceuticals, 
feedstock chemicals, tii, will be seriously 
hampered, undermining uiii efforts at sell 
reliant growth 


Economic Reforms and Agricultural 
Policy 

Kirit Parikh 
Shikha Jha 
P V Srinivasan 


Though economic reforms cannot succeed without agricultural 
reforms, the current reform programme has neglected agriculture 
Report on a seminar focusing on price policy and related issues ol 
trade, stock and distribution policies; credit policy; and 
institutions, research, technology and human resource 
development. 


THE discussion at the seminar on 
‘Agricultural Policy in the Conigxt of 
Economic Reforms’ organised by the 
Indira Gandhi Institute for Development 
Research, Bombay, on Januaiy 14 and 15 
kd to a surprising degree of consensus on 
a number of issues and some expected 
areas of disagreement In either case, the 
range of opiraons expressed illuminated 
the issues involved This report reflects our 
understanding of the issues involved in 
agncultural policy reforms It is not the 
proceedings of the seminar and none of 
(he other participants at the seminar is to 
held accounuble for what we say here 


A numbei of speakers expressed the 
vievv that, in geneidl, the reform pro 
gramme has neglected agriculture Even 
the changes in lertiliser subsidies can be 
seen as a budgetary exercise of the cen 
tral government and not as part of a pro¬ 
gramme of agricultural policy reforms If 
anything, the economic reforms made 
during the last one-and a-half years in¬ 
cluding fiscal management of the econo¬ 
my have affected agriculture"adversely 
Plan allocation to agriculture has been 
decreasing and very little funds are going 
to research and improvement in techno¬ 
logy Economic reforms cannot succeed 


without agniultutal 'cforms in paiti- 
culdr reforms in indusiites would be in 
compleu without leloiinsui dynculluie 
llowevei. It was poiiitciJ tnit that while 
econoniiL lelo'tiis luvi l>et>n mainly in in 
dusirial poliix ihev hast also allctltd 
agiiiuituit Agricultiiie is diiestly atfiMted 
by rcdiiviion in lertilisti siibsKlie*. Also 
ileii-gitiutioii ol piotessiny industiios is ex 
pcLietl ro slim late then yiowih and at 
loci puces tiui f.iMUtis leceisv loi then 
product Reduction in industiial ptotec 
'ion iiidirectiv 'cduces the disptoteclion 
ol agiiculiiire As tndusliial prices tall, the 
piKC ol ayiicttlluie iiicrrasts lelative to 
thai of non agiitullurt kilities oiigi- 
natiny outsidt iht .igiui.liural set tor such 
as induaiial policits whuh alfcti dome 
Stic teinis of iradt and fiscal polities 
which aftect real txchaiive lait tan li.ive 
signilitani inlluciitt* tui the dgnculiiiral 
setioi lor cviuntrlc, toiK tiisioris based on 
studies ol a mimbei til dost loping coun 
tries shtrw that almost thicxt fourths of ihe 
tax on agrittiliuri comes tioni polities 
followed outside <igiu ultuie In partii tilar, 
taxation due lo induslii.il jtrotection alone 
IS veiy large I Ins is also true ol India 
This supports the constntional wisdom 
that developed toiintiics pioteci while 
developing ctmntiies lax thtir agticullure 

Even though iliert art imlltons of 
larmeis behaving as piiii lakeis, the agn 
cultural sector i< usually not allowed to 
be competitive (loscriiments o.icn inlei 
vene in agriciillutal markets Inletvention 
IS lustilied due to several nasons First, 
there IS a time lag between sowing and 
harvesting and there is unceitainty regar 
ding the lealisation oi agricultural output 
A complete set ot future markets (hat can 
provide insurance against all possible out 
comes does not exist Second, the income 
distribution resulting from weather flue 
tuations and market loices may not be 
satisfactory I bird, tood security is believ 
cd to be important to the nation and can 
not be left to the market lourth. non 
price factors such as lescaith and cxteii 
Sion and technological imiiiovemeni are 
important lor agricultural growth These 
are areas in which the government must 
play an active role, sintr private parlicipa 
non in these aciivitics i> often rnuth less 
than optimal 

I»R1 Sf MI Poi K II s 

iaririers output oi sale prices cannot 
be fixed by linking them to cost oi pro 
duction because (hctc is no way of obtain 
ing these figures coiiectly It is not possi 
ble to collect data for inputs as, unfor 
tunately, there is no ‘representative’ farm 
whose costs can be considered to reflect 
the cost of all other farms as is assumed 
in economic theory, e g, hy Marshall In 
fact, there is a growing feeling among 
farmers (hat removing (he subsidies on in 
puts such as water, power, fertilisers, etc, 
and allowing them to tecetve world prices 
would make i hem better off That is, in 
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spite of giving them all the subsidies on 
inputs, the output prices are suppressed 
so much (seiow world prices, that it 
amounts to a net taxation of farmers. 
Prices should, therefore, be fixed at 
market clearing levels for the output of 
a represenutive (normal weather) year or 
at the most one can tie these prices to nor¬ 
mal world prices. Keeping prices artificial¬ 
ly low does not lead to social or economic 
benefits in the long run. In spite of several 
regulations and price controls the desired 
objective of protecting the poor has not 
bem achieved. Administered prices should 
therefore be confined to very few commo¬ 
dities. It is also necessary to have market- 
induced shifts from foodgrains to other 
crops which give higher returns and where 
production can increase more. This may 
create larger employment opportunities 
alsa Shifts from staple to non-staple crops 
need not lead to rise in prices of the 
former. 

Controls on agriculture have been rest¬ 
rictive, repressive and extractive. While 
concessions given to the industrial sector 
are called ‘incentives’, they are called ‘sub¬ 
sidies’ when given to agriculture. The fact 
that incentives to agriculture do work can 
be seen in the case of Punjib where the 
success of agriculture is mainly due to in¬ 
vestment in irrigation and power (amoun¬ 
ting to two-thirds of total agricultural in¬ 
vestment). Punjab charges the lowest fiat 
rate for electricity use and 40 per cent of 
its power supply goes to agriculture As 
a result, most of the tubewells are run on 
electricity rather than on diesel. 

Moreover, controls have stifled agricul¬ 
tural growth and diversification. Diversi¬ 
fication of agriculture should not be 
prevented through controls. For example, 
Maharashtra has monopolised all the 
licences for sugar production and much 
of its irrigation is u^ (misused?) for pro 
during sugarcane. Similarly, it is claimed 
that Punjab can outperform Gujarat in 
milk production because of its high quali¬ 
ty of buffaloes and the good feed availa¬ 
bility, but the centralisation of dairy 
development and the control on milk 
prices have prevented this from happening. 
Another example is that of molasses. Its 
price is fixed very low even though alcohol 
prices are very high. Location of sugar 
mills is regulated and khandsari producers 
invite no excise on molasses which the 
sugar mills do. 

Zoning and restrictions on movement 
of grains hurt farmers in surplus states 
and consumers in deficit states. It is even 
illegal for farmers to hold more than a cer¬ 
tain amount of stocks, which forces them 
to sell at pnees lower than what they could 
have otherwise realised. Agricultural trade 
is mostly controlled and canalised and is 
generally geared to meeting the objectives 
of domestic price policy. 

Agro-processing is controlled and gene¬ 
rally discouraged. There has been an am- 
biv^ent attitude to agro-processing. Pro¬ 
cessed foods are consider^ luxury goods 


and invite taxation. This restricts markets 
for processed foods and discourages 
development of processing industry. It is 
not fully appreciated that processing 
benefits farmers. 

Similarly the role of private traders in 
stabilising prices is also not fully appre¬ 
ciated. Traders, often called pejoratively 
hoarders and speculators, arc often blam¬ 
ed for ri.sing prices. In particular, the edi¬ 
ble oil traders are suppo.sed to constitute 
a cartel to counter which National Dairy 
Development Board (NDDB) carries out 
open market operations (and makes losses 
on it, according to a recent report). 

Emerging Issues 

The rate of growth of Indian agriculture 
has been higher in the I98()s as compared 
to the l%0s and 197()s. However, there has 
been a regional concentration of this 
growth. For instance, in the 1980s West 
Bengal recoided a growth rale of 7 to 7.5 
pet cent in the gross value added in agri¬ 
culture compared to national average of 
3 to 4 per cent. This agricultural growth, 
however, is not sustainable because a 
plateau has almost been reached due to 
the earlier technological upgradation. But, 
plan allocation to agriculture has been 
declining and very little funds are going 
for research and improvement in 
technology. 

Sources of agricultural growth in the 
198()s include an increase in input use; the 
use of fertiliscis increased two to three 
limes compared to the l%0s. But, there 
was a reduction in both private and public 
sector investment (mainly in the latter) 
with a fair degree of complementarity bet¬ 
ween these two. Where would future 
growth come from? 

The policy of low output price and sub¬ 
sidised inputs is no longer sustainable. The 
subsidies on food and agricultural ac¬ 
counts now constitute a significant part 
of government budget and it is not possi¬ 
ble for them to continue to grow as they 
have, without causing a serious fiscal im¬ 
balance. On that account alone, relative 
prices would have to change, in addition, 
industrial liberalisation has changed, and 
will further change, the relative prices of 
various industrial goods. The terms of 
trade between agriculture and non-agri¬ 
culture gets altered unless agricultural 
prices adjust. Since the bulk of our 
population depends on agriculture, a fall 
in its terms of trade can have an undesira¬ 
ble impact on their welfare. Thus agricul¬ 
tural price reforms have to be a part of 
the economic reform programme. 

The government has begun to take 
some steps to reform the agricultural sec¬ 
tor. Subsidy has already been removed 
from phosphatic and potassic fertilisers. 
Zoning restrictions on foodgrains move¬ 
ment have been removed. Certain prices 
such as those of sugarcane molasses have 
been decontrolled and trade restrictions 
on items such as processed foods, fruits 


and v^etabies have been removed. How 
ever, it was felt during the discussion tha 
the government should prepare a docu 
ment setting out the statement of objec 
tive and design of policy so that we do no 
come up with a set of policies which an 
inconsistent. The direction in which thi 
government wants to move should be clea 
before embarking on policy reforms. 

Ihree sets of issues in agricultura 
policy were discussed at the seminar con 
cerning: (a) price policy and the associatet 
issues of trade, stock and distributioi 
policies, (b) credit policy, and (c) institu 
tions, research, technology and humai 
resource development (HRD). We repor 
on these in turn. 

I 

Pric«>, Trade and Distribution 
Policy 

Price and trade policies are closely con 
nected. With free trade domestic price: 
equal world prices. If domestic prices an 
to be different from world prices, at 
appropriate trade policy is needed 
The discussion covered the following 
questions; 

(a) Should India open up agricultura 
trade? Where is India's comparativi 
advantage? 

(b) Should the domestic output prices br 
equal to world prices? If not, what shoulc 
they be? 

(c) Is price stabilisation desirable? How 
should such stabilisation be brough 
about? Through public stocks?- 

(d) In what sequence should input sub 
sidies be reduced (or removed)? 

(c) What is the role of non-price factor; 
in agricultural development? 

(f) How effective is the public dislributior 
system (PDS)? Does it reach the poor’’ 
Flow much support does it provide them? 
A degnv of ct’lf-xnfnciencj' is desirable fot 
some staple commodities: While there wa* 
a general consensus that India should 
move closer to the world prices, some 
reservations were expressed concerning the 
spe^ of adjustment. In the trade of many 
agricultural commodities, particularly 
foodgrains, India is not a small country 
If India were to try to export Hve millior 
tonnes of rice, it will depress global prices 
On the other hand if it tries to import thai 
much, world price will shoot up. The total 
world trade in rice is only about 16 million 
tonnes. Even in wheat, where the world 
trade is larger (around ^ million tonnes), 
India would find that its trade will affect 
world prices. Moreover, USA and EC both 
subsidise their exports. In exporting 
cereals, it would not be the Indian farmets 
who would be competing against the US 
farmers, but the Indian treasury against 
the US treasury. 

Thus, even though India has a clear 
comparative advantage in wheat and rice 
production, as long as world trade in these 
commodities is distorted by the rich ceun 



ihouid aim at a of-sdf-sufficiency 
te these commodities. Domestic prices 
and trade policy, moreover, have to be 
consistent with the target^ sclf-suffi- 
denoy levels. 

By opening up agricultural trade India can 
be a major exporter of a number of agri¬ 
cultural products:. Even though US is a 
major rice exporter and even though rice 
market is very thin, it was argued by some 
participants that India can export two 
million tonnes of rice initially, and can, 
over time, become a major exporter as the 
US withdraws from rice trade. 

It was, however, generally agreed that 
there is a large scope for exports of fruits, 
vegetables, processed foods and cotton. 
India may even have a comparative advan¬ 
tage in sugar. According to some parti- 
dpants India does not have a comparative 
advantage in oilseeds production and the 
recent success in expanding oilseeds pro¬ 
duction has been brought about with con¬ 
siderable protection. 

It was recognised that for reasons of 
containing domestic prices ceilings on 
some exports may be needed. While 
liberalising exports the fact that small 
country assumption may ntk always hold 
for a number of commodities should be 
accounted for and, if needed, export 
quotas may be imposed. If there is indeed 
a need for a ceiling on exports, it should 
be set once generously and not raised in 
small steps. Otherwise, people should be 
free to export. Liberalisation of agricul¬ 
tural imports is likely to lead to a fall in 
the price of sugar and edible oils while 
liberalisation of exports might raise the 
price of cotton. Imports may therefore, 
for domestic price reasons, be canalised. 
Domestic prices should be stabilised at the 
market clearing levels for the modal or 
average weather year levels through buf¬ 
fer slocks and trade: Fluctuations in 
weather result in fluctuations in output 
uid possibly in prices. While government 
price support operations are welcome by 
fanners in years of good rainfall, they are 
averse to government intervention in the 
market in years of poor harvest. Similarly, 
consumers welcome government opera¬ 
tions that keep down prices but object to 
government actions that keep prices from 
falling in good years. 

A large numb» of the poor ate net pur¬ 
chasers of foodgrains. They also spend a 
large part of their income on food items 
(which have a weight of 57 per cent in 
consumer price index). They would be 
adversely affected if food prices increase 
more rapidly than their incomes. 

That transient food insecurity is of 
some consequence can be seen from the 
year to year variability in the estimates of 
rural poverty in India. The poverty line 
in India is defined mainly with respect to 
the ability to buy ‘adequate’ food and .so 
poverty estimates are expected to corres¬ 
pond closely to estimates of incidence of 
hunger. 


food insecurity, govmiment sh^ld tty to 
ensure stable food prices through opera¬ 
tions of a buffer stock or through inter¬ 
national trade and/or provide subsidised 
food to the poor, the amount of which can 
be varied depending on the need. 

It was suggested that a buffer stock ol 
II million tonnes of foodgrains (excluding 
the stock needed to operate the PDS) may 
be adequate to stabilise prices. 

Reliance on foreign trade is esiientiallv 
equivalent to maintaining a buffer stock 
of foreign exchange. One may note that 
reliance on foreign trade does not imply 
free trade. This is a separate issue. 

The level at which prices should be 
stabilised should correspond to the price 
at which demand will equal production 
for a modal or average rainfall year. One 
can also think of selecting a price level 
that corresponds to some average of world 
market prices. 

floor targeting makes PDS an expensive 
way to protect the poor; an employment 
guarantee scheme would be more cost- 
effective. Most of the supplies of the PDS 
go to urban areas and more so to the mid¬ 
dle income classes. Therefore, it is debata¬ 
ble as to whether this system should con¬ 
tinue in its present form in spite of its ptxir 
targeting, e g, one might ask; why should 
sugar be supplied under PDS when it is 
being bought more by richer consumers? 
It was pointed out that even in a state like 
Maharashtra, in rural areas, less than 20 
per cent of the population makes all its 
cereals purchases from the PDS. The im¬ 
plicit value of the subsidy on cereals pro¬ 
vided through this system is le.ss than 
Rs 2.5 per person per 30 days. An extra 
person day of employment per family 
would provide the income support at a 
much lower cost. However, since remov¬ 
ing PDS is politically infeasible, better 
ways of targeting have to be found such 
as exclusion of people with certain at¬ 
tributes (e g, income tax payees, owners 
of vehicles, etc). 

One should also consider ways to cut 
the costs of operating the PDS. It was sug¬ 
gested that the Food Corporation of India 
(FCI) operations may be dismantled and 
states permitted to buy foodgrains 
from wherever they like. If consumers are 
to be subsidised then these subsidies 
should be financed out of the budget. 
About 40 per cent of agricultural workers 
in India are labourers whose wages have 
low indexation and whose incomes are 
seasonal. They need income support. 
Since the PDS is poorly targeted, an 
employment guarantee scheme (EGS) is 
a better way of providing protection to 
these people. Thus subsidies on the PDS 
may be gradually reduced as the employ¬ 
ment schemes are expanded. 
Deregulation and liberalisation would 
provide enough incentives to farmers- It 
was argued that farmers do not need or 
want subsidised inputs, if they are given 
the freedom to sell anywhere in the coun- 


ing the disprotection of agricultum 'AH 
restrictions on movements of agricultural 
commodities should be abolished. (This 
was subsequently announced in the 
budget of 1993-94.) Restrictions on 
traders' inventories should also be remov¬ 
ed. (Markets should be permitted to deter¬ 
mine prices of commodities such as cotton 
for which India has a comparative advan¬ 
tage.) Deregulation of all kinds is needed 
to promote diversification. This includes 
licensing for pFoccs.sing plants, restrictions 
on locations such as on sugar mills, price 
control on agricultural inputs such as 
molasses, and decentralisation of dairy in¬ 
dustry. I he government should not have 
u procurement puce but a support price 
can be fixed at some traction of market 
equilibrium price in year of normal supp¬ 
ly. If taxing farmers is the objective then 
progressive land revenue is better than 
procurement at a low price. 

Input subsidy removal will also encourage 
efficient use of resources: Input subsidies 
have to be greatly reduced as their con¬ 
tinuation is fiscally unsustainable. If sub¬ 
sidies have *0 be removed on inputs then 
the output prices will have to be freed. 
Though power subsidy (flat rate, etc) was 
appropriate in the early stages of agricul¬ 
tural development, it should certainly be 
removed now for both efficiency and 
ecological reasons. Canal water and elec¬ 
tricity for irrigation are not generally 
charged on the basis of quantity of water 
or energy used. As a result they become 
‘fixed costs’ and farmers have no incen¬ 
tive to economise on their use. They 
should be charged on the basis of quan¬ 
tity used. 

Non-price factors are important for 
agricultural growth: It Ls often argued that 
non-price factors ate more effective than 
price factors in terms of increasing output 
or realising a better income distribution. 
We cannot expect the centre alone to pro¬ 
vide all the infrastruaural and other in¬ 
vestments needed for agricultural growth. 
These will be much more effectiw; if im¬ 
plemented at the local level. 

Among these are provision of credit, 
creation of infrastructural facilities and 
institutions, research and extension and 
human resources development. Invest¬ 
ment in agriculture, including private in¬ 
vestment, has stagnated. A major reason 
for this is the breakdown of agricultural 
credit system. The loan ‘mclas’ and give 
aways of the mid-1980s have severely 
reduced loan repayment and cons^uentjy 
the availability of funds for agricultural 
credit. Also with the low interest charged, 
agricultural credit is not viable Thus to 
increase agriculturaf credit, it is not 
enough to strengthen credit institutions. 
Unless strategic constraints facing such in¬ 
stitutions are removed, the strengthening 
would be pointless. 

Some of these problems are discussed 
in greater detail in the following section. 
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II 

Agricultural CnKlil and Invmtment 

Out of the total credit supply to 
agriculture, 37 per cent is provided co¬ 
operatives, 57 per cent by commercial 
tonks and the rest by regional rural banks. 
The agricultural credit policy adopted by 
the government has to .some extent in¬ 
creased agricultural investment and ferti¬ 
liser use and also reduced the farmers’ in¬ 
debtedness to fiiotieylenders. The rural 
comnuinily s dependence on private 
moneylenders went down from 88 per cent 
in 1951 10 36 per cent in 1991 However, 
the costs of lixiia’s credit policy have been 
enormous lor the ccntial and slate govern¬ 
ments as well as for financial institutions. 

The problems faced by t he rural credit 
system can Ik listed as followsi 

(1) There has been an erosion of credit 
discipline due to large-scale defaults, loan 
waivers, etc, and it is dilTicult to bring this 
hack in a short period. 

(2) Political tampering affects bank 
autonomy. 

(3) Institutional constraints lead to high 
transaction cc'sis. Due to the complicated 
operational procedures, borrowers incur 
high costs in obtaining formal credit and 
often resort to private moneylenders. 

(4) Concessional oi below-inarket intere.si 
rates imply credit rationing which results 
in high transaction costs for applicants. 
Targeting of credit subsidy is also poor. 
Since <duc to corruption) getting a loan 
involves a bribe, the effective interest rate 
is high. This is a case where non-price ra¬ 
tioning is far inferior to price rationing. 
Credit availability is more important than 
the interest subsidy on loaas. It i.s, there¬ 
fore, belter to cut down the interest sub¬ 
sidy but not the volume of credit—cont¬ 
rary to the recommendations of the 
Narasimham Committee. Reduction in the 
volume of credit would adversely affect 
private agricultural inve.stmcnt. 

(5) Banks have been forced to assume the 
role of welfare agencies which has dis¬ 
couraged adherence to sound banking 
principles. 

(6) Since they receive concessionary 
rennance from National Bank foi Agri¬ 
cultural and Ruial Development 
(NABARD), the regional rural banks and 
the agricultural credit co-operatives have 
no incentive to mobilise savings. In addi¬ 
tion clients have little confidence in these 
institutions and would not like to deposit 
their saving.s with them. 

Thus reforms should focus on; 

(1) Rc.storing credit discipline among the 
rural financial institutions by rigorously 
implementing the policy of denying new 
loans to defaulters. 

(2) Allowing them to charge market deter¬ 
mined interest rates. That is, give them 
freedom to charge their own interest rates 
(for viability) instead of uniform rates. 
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example; in times of disaster, instruments 
such as crop insurance programme should 
be used rather than relying on loan 
forgiveness. 

(4) Encouraging financial institutions to 
mobilise rural savings so that they can rely 
more on locally generated resources. 

Ill 

InrrtituUons, ReMuireh, Terhnoiogy 
and HRI> 

Among other agricultural institutions, 
the importance of research and extension 
institutions were emphasised in the semi¬ 
nar. The role of government in generation 
of new technologies and their transfer to 
farmers i.s well recognised. The research 
and extension system in India is facing a 
number of challenges; 

(1) The yields of major cereals seem to 
have reached plateaus and have been stag¬ 
nating. Particularly, development of high 
yield varieties for high rainfall areas where 
water application is not controlled, has 
not seen breakthroughs. 

(2) Research in farming systems needs a 
much greater emphasis. 

(3) Thc growing concern for environmental 
sustainability would require development 
of different technologies. 

(4) Development of private research h^ 
not been adequate. While private seed 
companies have been active their focus 
has been limited to some high value crops. 

(5) Agricultural extension systems need to 
expand their training and visit activities, 
which have been found to be effective in 
technology transfer and adoption. 

Considerable discussion focused on the 
performance of Indian agricultural 
research sy.stem. How does one measure 
performance? How does it compare with 
other countries? How does one improve 
its performance? What is the role of 
private research? Discussion also encom¬ 
passed (strayed into?) the general issue of 
the role of research in .society. 

In evaluating the perfoimance of an 
agricultural research system, one should 
distinguish between evaluation of perfor¬ 
mance of scientists/ researchers and that 
of management. The number of publica¬ 
tions, citations and patents obtained pro¬ 
vide a generally accepted, though not with¬ 
out reservation and controversy, yardstick 
for judging the performance of researchers, 
l-or judging the performance of managers 
of the research and extension systems, 
howevei, increases in total factor produc¬ 
tivity growth IS the ultimate measure. 

Evaluations based on total factor pro¬ 
ductivity have shown that agricultural 
research in India in the 1970s was produc¬ 
tive. It also showed that investment in 
agricultural research in India was produc¬ 
tive: Comparable studies for the 1980s are 
not available. 
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cator of the devetopmenl part of R and D. 
China with far few^.publications has 
sliq.wn ihuch better grpwth in yields. 

While judging the Indian agricultural 
research system in the 198Ds, one needs to 
account for a few things. First of all. in 
agriculture, research is required to stay in 
the same place. So research in 1980s may 
have been directed to not sliding back. 
Secondly, wastage in research and research 
effort is unavoidable. Thirdly, agricultural 
research is part of the Indian system and 
the wastage in it cannot be look^ in isola¬ 
tion from the wastage in public systems 
in general. 

Even then, it was felt that the agricul¬ 
tural research system in India needs much 
improvement. It is seen to be a talent 
repulsive system. It has become stale. 
Many of the experimental plots of research 
stations are no longer representative of the 
land outside. The various all-India co¬ 
ordinated trials distribute money and 
resources too thinly. And above all, it 
lacks client orientation, farmer involve¬ 
ment or commercial motives. 

A number of suggestions were advanc¬ 
ed to improve the performance of agricul¬ 
tural R and D. 

(1) Install a system of macro-assessment 
of the system’s performance at different 
levels in the system. 

(2) Introduce client participation. Farmers 
.should also be asked to bear a part of the 
cost of R and D. 

(3) Research agenda should set priorities 
from the development point of view. 

(4) Not just the top management, but also 
research scientists should be involved in 
R and D planning. It may be useful to ask 
the scientists themselves to do a cost-bene¬ 
fit analysis of their proposed research. 

(5) Move away from the emphasis on rice 
and wheal research. Much scope exists for 
R and D in fruits, vegetables and other 
crops. 

(6) Location specificity of agricultural 
technology requires research centres in dif¬ 
ferent agro-climatic zones. 

(7) An action plan for extension should 
be a part of any research plan. 

(8) Human resource development should 
give adequate attention to extension and 
delivery. 

(9) Incentives should be improved for in¬ 
dividuals who deliver results. 

While research has qualities of a public 
good and public research must play a 
leading role, private research can comple¬ 
ment it effectively, particularly in the final 
development and extension phase. Com¬ 
mercial incentives of private research 
institutions should be exploited. Such 
research has played significant roles in 
other countries, for example, in develop¬ 
ing fruits and vegetable exports in Chile 
and Turkey and India could learn from 
such experiences. 
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Bangladesh’s Flood Action Plan: 
A Critique 

Peter Custers 

Bangladesh's flood action plan of 1990 is a good example of the 
unrealistic and expensive schemes that agencies like the World 
Bank have pushed on third world countries without a realistic 
appraisal of experiences within the country. 


IN 1987 and 1988 Bangladesh faced ex¬ 
cessive annual floods which drew broad 
international attention after the flood- 
waters reached foreign embassies in 
Dhaka’s Gulshan area. Bangladesh’s large 
donors then, after many years’ neglect, got 
alarmed to the devastations caused by the 
yearly floods, and sent out teams com¬ 
peting to find the proper, permanent 
‘solution’ to prevent future flood dama 
ges. Thus, the French government under 
Mitterrand appointed a team of engineers, 
and others—Japan, the UNDP and the 
USAID—engaged their own expatriate ex¬ 
perts to devise elaborate flood preven- 
tion/flood control schemes. The World 
Bank was ultimately asked to co-ordinate 
the various efforts. Under its auspices, an 
international conference was held in 
December 1989, and subsequently the 
World Bank drafted what has come to be 
known as the ‘Flood Action Plan’ or FAP 
(dated May 1990). 

It is important to review the FAP, 
because, if executed, it will have far 
reaching consequences for Bangladesh’s 
economy and environment. The FAP con¬ 
sists of some 26 studies and pilot schemes, 
oi which II are considered main compo¬ 
nents and the remaining IS ‘supportive’ 
in kind. Implementation of these projects 
does not seem to have gotten very far yet, 
with conflicts of interests appearing 
within the Bangladesh bureaucracy in the 
very First, preparatory phase, and with 
various delays in the finalisation of the 
projects’ so-called ‘Tirms of References’ 
(TERs) by foreign, ‘expert’ teams. (Sec 
Shapan Adnan's Floods, f^ople and the 
Environment, Dhaka, July 1991.) 
Ultimately, however, the plan aims at the 
construction of tall embankments along 
both sides of Bangladesh’s three' main 
rivers, the Ganges, Brahmaputra and 
Meghna, and the costs of such construc¬ 
tion would be huge: initial estimates put 
the figure at 5 to 10 billion US dollars 
which would make the FAP the “very big¬ 
gest development project in Bangladesh 
history” (see ‘Birth of a Megaproject: 
Political Economy of Flood Control in 
Bangladesh’ by James Boyce in En¬ 
vironmental Management, Vol 14, No 4). 

Now, since there is a tendency to erect 
a smoke>scieen in order to counter the ris¬ 


ing criticism of the FAP, it is necessary to 
emphasise that the construction of tall 
embankments is indeed the ultimate 
essence of the plan. This is evident both 
from the order of priorities within the 
Flood Action Plan, as drafted in 1990, as 
also from the II ‘guiding principles’ which 
the Ershad regime drew up in preparation 
for the FAP; the principles included “safe 
conveyance of the large cross border flows 
to the Bay of Bengal” by construction of 
“embankments on both sides” of the 
major rivers. It was further re-confirmed 
at a .seminar held at Delft University, the 
Netherlands, in September 1991, where the 
Dutch representative on the FAP, Van 
Ellen, insisted “the belief that effective 
protection against flooding in Bangladesh 
is possible only by constructing a system 
of embankments along all the major 
nvers” is the very “basis of the Flood Ac¬ 
tion Plan”. Van Ellen leaves no doubt 
about the fact that the variety of measures 
proposed in the FAP should lead to “the 
conFinement of all major rivers of the 
country between embankments on both 
sides!’ 

Fuxv or Criik ism 

A number of articles appeared criticis¬ 
ing the plan immediately after its publica¬ 
tion which underlines the fact that the op¬ 
position against the Flood Action Plan is 
not the aberration of a Lefiwing intellec¬ 
tual alone, but is in fact shared by a broad 
spectrum of Bangladeshi and western eco 
nomists and environmen'al experts, as 
also a major section of the international 
aid establishment. 

The American economist James Boyce 
in an article entitled ‘Birth of a Megapro¬ 
ject: Political Economy of Flood Control 
in Bangladesh’ on Environmental 
Management has lashed out in particular 
at the French-proposed scheme of tall em¬ 
bankments availing internal. World Bank 
sources to back up his profound critique. 
An article by Laurent Zecchini in the 
French daily Le Monde, in the wake of the 
April cyclone, mentions that more and 
more experts question the wisdom of 
building/rehabilitating 3,3SO to 4,000 km 
of embankment-structures of the planned 
size of 4.5 to 7.4 m high. The article refers 


to French megaictnania, expreswd in At- 
tail's comment that “Our Oniury has a 
Need to Build Cathedrales, otherwise the 
world will perish of boredom”. The case 
submission regarding the FAP to the 
‘International Water Tribunal', drafted hV 
the San Francisco based International 
Rivers Nctwoik (April 1991) lists eight 
major objections against the Hood Action 
Plan, foiii of which could be termed 
‘environmentar ones; the document con¬ 
cludes “Rather than providing the pro¬ 
tection Irom catastrophic flooding that 
the project is designed for, construction 
of high embankments would actually in¬ 
crease the risk of devastating flooding”. 
Then, there is the extensive review, in book 
form, by the Bangladeshi economist, 
Shapan Adnan. entitled Floods, People 
and the Fnvironment, a study Financed by 
NORAD. Adnan, amongst others, ques¬ 
tions the scientific validity of the World 
Bank’s approach. The article ‘The Rivers 
That Won't be Tamed’ by the environmen¬ 
tal journalist Fred Pearce ( The New Scien- 
iist, April 13, 1991) extensively quotes 
from the USAID-sponsored ‘Eastern 
Waters Study' which castigates plans to 
channel the rivers between high embank¬ 
ments as “engineering hubris likely to lead 
to massive waste of scarce resources”; ac¬ 
cording to this study, “embankments do 
not reduce flood water, but merely move 
it”,—i c, to areas closer to the sea where 
people are already most exposed to the 
risks of catastrophes. Last, but not least, 
mention should be made of the ‘Report 
of the Task Force on Action Plan for 
Flood Control’, drafted by a Commission 
set up under the interim government of 
president Shahabuddin Ahmed (February 
26,1991). The report criticises the fact that 
the Flood Action Plan has not been ex¬ 
posed to public debate, and insists that 
"the need of public debate is still valid”; 
it recommends a moratorium on all con¬ 
struction activities until the re.sults of 
studies regarding the plan’s socio-econo¬ 
mic and environmental impact be available. 

Amongst the various objections against 
the proposal to construct tall embank¬ 
ments, the First one relates to the very 
nature of Bangladesh’s river system. First, 
these rivers belong to the very largest ones 
in the world, the width of each of them 
being almost unparalleled; the Ganges at 
some points is 5 km in width, the Brahma¬ 
putra 10 to IS km, and the lower Meghna 
as much as IS to 20 km. With these rivers 
all converging in a relatively small area, 
anybody interested in ‘taming* them is 
forced to realise that they form an ‘in¬ 
tegrated circuit’ which can hardly be com¬ 
pared to rivers which have been tamed 
elsewhere in the world. On these grounds 
the idea that the control of the Bangla¬ 
deshi rivers can be modelled on that of 
the Am«-ican Mississippi (as was done in 
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ttw 'Muter Plan’ prepared by the Inter¬ 
national Engineering Company in 1964 
has been challenged; “It is an act of grave 
error to either underestimate or overlook 
the absolute difference between the pro¬ 
cesses of training a single river and the 
problems of subduing a system of rivers” 
such as Bangladesh’ ('In Search of Flood 
Mitigation in Bangladesh’ by Aminur 
Rahman in f/oot/ in Bangladesh, Com¬ 
munity Development Library, Dhaka, 
April 1989). 

Secondly, the Bangladeshi river system 
is rather young and the rivers are still in 
the process of fashioning the delu. Thus, 
the Brahmaputra as recently as in the late 
18th century followed a course toward^ the 
sea that was located well to the east of its 
present course When the Teesta, a smaller 
river in the country’s north, suddenly 
changed its course in the year 1787, and 
joined the Brahmaputra, the latter was 
forced to seek a new channel: the Jamiina 
became the river’s main course towards 
the Bay of Bengal. This shift, however, 
brought the Brahmaputra into conflict 
with the Ganges which enters Bangladeshi 
territory from the west. At ope point, the 
Brahmaputra “threatened, almost, to shut 
up the Canges”. And although a head-on 
confrontation between the two powerful 
rivers could be avoided at the time, “the 
battle between the Brahmaputra and tlie 
Canges could not, reasonably, be suppos¬ 
ed to have yet been fought to a decisive 
finish!’' In any case, the process of for¬ 
mation of the delta by the great rivers is 
an ongoing one 

The World Bank’s ‘experts’ have devised 
elaborate schemes for flood prevention 
and flood control, without fust question¬ 
ing whether at all the basic human 
knowledge about the deltaic rivers has 
been sufficiently developed. The judg¬ 
ment of the interim government’s Ihsk 
force is crystal clear: “Although in the 
Krug Mission report (1957), the emphasis 
was given on basic researches on our 
rivers, it is painful to note that the research 
work in the relevant fields has altogether 
been neglected. The formulation of the 
flood plan should benefit from result of 
researches rather than being based on 
presupposition!’ 

When the discussions about the proper 
method of flood control in the then l^t 
l^kistan started in the 1950s, there was no 
unanimity of view amongst experts as to 
what would be the proper approach. As 
the Krug Mission Report noted in 1957, 
“Opinions are divided on the merits of 
flood embankments...” (.see Aminur 
Rahman’s article quoted earlier). Never¬ 
theless, in accordance with the proposals 
contained in the ‘Master Plan’, prepared 
by the International Engineering Com¬ 
pany (1964), a governmental body was 
formed, baptised the ‘WAPDA’, whose 
chief task tecame the construction and 


maintenance of dykes, wapoa is not 
wry popular among peasants in the 
Bengali countryside, because the construc¬ 
tion of embankments has frequently 
borne negative consequences—at limes 
even the very opposite effect of coniiol of 
annual flooding. 

Publications by economists and b> 
organisations belonging to the Bangla¬ 
deshi peasant movement indicate that the 
construction of dykes has variously led to 
artificial flooding. First, given the enor¬ 
mous quantity of silt being carried by the 
major rivers—the total amount is an esti¬ 
mated 2.4 billion ton per year—, embank¬ 
ments often have only a temporarily 
mitigating effect. Silt that can no longer 
be deposited in the vast floodplains is ac¬ 
cumulated on the river beds, unless large- 
scale (and costly!) dredging operations are 
carried out. In the course of time flood 
levels in the rivers rise, leading to renewed 
overtopping of the embankments—with 
potentially more disastrous effects than 
was the case previous to the construction 
of embankments. Moreover, embank¬ 
ments have a ‘replacement affect', as was 
justly stated in the Eastern Waters Study; 
“EmbankmenLs do not reduce floodwatcr, 
but merely move it; excess water that is 
confined in the stream bed higher on the 
river will increase the volume and veloci¬ 
ty, and perhaps the depth, of the flow that 
has to be managed in the districts closer 
to the sea” (quoted by Fred Pearce in ‘The 
Rivers That Won’t be Tamed’, The New 
Scientist, April 13, 1991). 

In designing the ‘Flood Action Plan' 
the problem of artificial flooding wgs 
simply ignored by the World Bank. The 
American economist James Boyce quotes 
from an internal audit regarding a World 
Bank-Financed floodcontrol project which 
points at the “extraordinary absence of 
formal evaluations of floodcontrol invest¬ 
ments in Bangladesh after 26 years of ex¬ 
perience”. The unit which itself is ncH 
responsible for execution of World Bank 
schemes, recognises there is a “continu¬ 
ing pressure for large-scale capital-inten¬ 
sive ‘solutions’ to the flood control pro¬ 
blem when all available evidence indicates 
that such schemes have not been cost- 
effective in the past and arc unlikely to be 
in the future”. One may cite the instance 
of the right bank of the Brahmaputra, 
stretches of which have been ‘protected’ 
with an embankment to stop floodwaters 
fiom spilling across north-western 
Bangladesh. The Brahmaputra river has 
as Ptarce puts it, “taken little notice of 
this impediment”. 

ENVIRONMtNFAL CONCTRNS 

A third, and perhaps decisive objection 
against the World Bank’s proposed 
scheme relates to the environment. Here, 
we need to take account of the potential 
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which is yearly promoted by the river 
floods, i e, the deposition of silt and the 
algae growth. But besides we need to look 
at the major consequences for fisheries. 
The independent American investigator, 
Steve Minkin, has justly pointed out that 
“perhaps more than people in any coun¬ 
try, Bangladesh citizens depend on natural 
wild Fisheries resources for their food and 
livelihood”. Approximately 80 per cent of 
animal protein in the Bangladeshi dia 
comes from Fish. Moreover, for many 
poor peasant families, fish capture is a 
crucial, secondary source of income. 

Furthermore, the floodplains are a 
relatively important source of fresh water 
fish captures. Steve Minkin’s data bring 
it all out in clear terms: whereas roughly 
a quarter of the yearly fish capture is 
gathered in the open sea, the reramning 
three-fourth hails from inland fresh water 
re.M>urces. Here, floodplains are as impor¬ 
tant as rivers, taking up as much as SO per 
cent of the inland fresh water captures. 
Such data in fact form a major indictment 
of the World Bank’s proposed scheme for 
flood prevention. For in ca.se embank¬ 
ments of 4 to 7 m high would be con¬ 
structed, such would constitute a direct 
assault on the existence of millions of 
landless families who as said are depen¬ 
dent for their survival on Fisheries and 
who even without being deprived of in¬ 
come from Fish captures are regularly fac¬ 
ing the threat of starvation death. 

The World Bank’s Flood Action Plan, 
of course, proposes to investigate the en¬ 
vironmental implications of new embank¬ 
ment and compartmentalisation schemes. 
Yet the purpose is not, it seems, to assess 
whether the given schemes should be im¬ 
plemented. Rather, the ‘environmental 
study’ will focus on how to limit environ¬ 
mental damages! 

Bangladeshi scholars have noted that 
the traditional diversity of Bangladesh’s 
aquaculture resources has already been 
drastically reduced by embankments, and 
that past projects have “left scores of 
Fishing villages in decay”. Similar kinds 
of observations have been made by the 
Dutch environmental expert Van Vierssen 
who covered the theme of ‘Ecology and 
the Bangladesh Disaster’ for the Delfit 
seminar. He has stressed that “many 
young fish feed in the very productive 
floodplains during their earliest life stage”, 
and insists that flood control, draining 
and irrigation schemes (FCDI) tend to in¬ 
hibit the “migration, breeding and feeding 
of Fish”. Not just embankments aimed at 
flood prevention, but even so-called 
‘submergible embankments’ tend to have 
negative consequences, since they disturb 
the timing of spawning. Clearly, without 
a careful assessment of both the benefits 
and the drawbacks of annual floods, and 
of all the negative, environmental effects 
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of pul flood control schemn. it would 
be foolhardy to initiate any major new, 
‘structural’ schemes 

Certain western European governments 
have consciously refused to participate in 
the World Bank’s scheme (the Norwegian 
and the Belgian governments in par 
ticular) The Dutch however have thrown 
their weight behind the plan As a letter 
by the Dutch mimster for development co 
operation to the Dutch parliament (June 
13,1991) proudly stales, the Netherlands 
contributes to the FAP both by supply 
ing ‘expertise’, and by co financing, along 
with Germany, the 20th component of the 
Flood Action Plan, entitled ‘Compart 
mentahsation Project’ *-ven if the concept 
underlying this pro)ect is nut flood 
prevention, but controlled flooding, it is 
no exaggeration to state, as the minister 
does, that FAP 20 which purports lo 
create polders along the leO and right 
banks of the Brahmaputra river con 
stituies a cornerstone of the plan, as it 
helps to ideologically justify the whole A 
significant amount of 10 million Dutch 
guilders (roughly one tenth of the total 
amount for ‘aid’ to Bangladesh in the 
I990>I991 annual budget) has been 
allocated for this ‘pilot project’ 

Though various aspects of the ‘com 
partmentalisation’ scheme remain to be 
clarified, Bangladeshi sources have 
already raised major objections against 
‘controlled flooding* in general, and 
against FAP 20 in particular One is tlie 
fact that earlier schemes for controlled 
flooding have led to ‘manmade ecological 
disasters’ as is true lor instance for ‘Beel 
Dhakatia’, a poldei scheme in 
Khulna/iessoie in the western part ol 
Bangladesh, designed by foreign ‘experts' 
in the 1960s As reported in the NORAD- 
financed >tudy ‘Floods, People and the 
Environment, the natural vegetation in 
this original ‘becl’-area has suffered and 
the growth of fisheries has been retarded 
as a consequence of the non-functioning 
of the polder’s sluice gates and of the 
dischaige-canal Thus, for the last eight 
years, the area has suffered from serious 
waterlogging Ftnally.a Bed Dhakatia Ac¬ 
tion Committee was formed last year and 
m September massive numbers of people 
decided to breach the polder’s em¬ 
bankments Clearly, landless and land- 
poor peasants have experienced this 
controlled-flooding scheme as disastrous 
to themselves and the natural 
environment 

Secondly, it is far fioni clear in what 
respect the FA P-20 Compartmentalisation 
‘pilot’ project differs from earlier ex¬ 
periments in controlled flooding in 
Bangladesh In fact, the non¬ 
governmental organisation ‘Bhuapur 
Development Protect’ which is active in 
the area along the Brahmaputra where (he 
‘pilot’ scheme is to be executed claims that 


FAP-20 IS a total waste of itsources, since 
the project estimated to cost 17 million US 
dollars IS a ’duplication’ of the 1968 
Dhaka Narayanganj-Dcmra (DND) Ir 
ngation project “The aim of ilie DND 
at the time was to become the field model 
and case study for other future protects 
tor this country The lesulLs of this pro 
ject are clear-cut and the examples seem 
more than adequate lor thr concepts of 
compartmentalisation The effects can 
also be studied over the Iasi 20 10 years, 
at a fraction of the cost of the Compji i 
mentahsation Pilot Project Why is it im 
portant to spend another 20 million 
dollars on projects that can promise little 
more than the exact same results’^ Not 
only that, but why do the same expen 
ment on each bank of the Jamuna’’” ’ 
Thirdly, more than questionable is the 
claim pul forward by van Ellen at thr 
Delft Seminar in defence of FAP 20 that 
"it IS an effort in building up and con 
solidating people’s participation, dui ing 
ihc phase of planning and building, and 
also thereafter, dunng the operation ol the 
introduced water management systems" 
Howevei, people representing thr Bhuapur 
Development Project, which NOO is as 
live in the char villages ol the Jamuna 
liver state that "there is no recognition 
of substantial habitation of the calar 
areas” in ihc World Rank’s plans, that 
these inhabitants arc in dangci of being 
washed away in case of execution of the 
FAP, and that they have not been inform 
ed about the compartmentalisation 
scheme—let alone consulted' 

Lastly, there is every reason to uke 
seriously Ihe warning levelled by the * Jksk 
Force’ instituted to review the I food Ac 
lion Plan during the penod of the inienm 
government after the fall of the military 
regime In ns leport. the Tbsk Force 
specifically refers to FAP 20 Here it 
points to the “inherent weaknesses” of 
polder projects aimed at controlled 
flooding, ‘‘even after building ol 
numerous control structures” silting up 
of inlets and outlets, waterlogging, 
changes in the dynamic water regime, c»u 
The Tbsk Force explicitly questioned the 
idea of ‘mitigating’ the 'adverse eflccis’ 
of major embankments through added 
projects foi ‘controlled flooding’ 

The Dutch expert connected to the 
Flood Action Plan, van Ellen, claims that 
the plan “represents a realistic and balanc 
ed approach to a long term solution to (he 
flood problem in Bangladesh” I have 
review^ some of the major obieciions 
against the FAP it presumes we under 
stand the Bj^gladesh nver system, 
whereas in fact thr stale of human know 
ledge about this highly complex fivci 
system is very limited up to date The 
World Bank’s expensive scHrmc is neither 
based on a careful review of the history 
of discussions regarding flood control in 


Bangliidesh, nor (h> a realistic assessment 
of the txpeiienccs gathered with the 
loiistiuctton of embaiii.ments along the 
Brahmaputra and oilier iivers Most ob 
jcviioriablv. ihc f AP s implementation will 
have disastrous consequcnvcv lor ihe cn 
vironineni, in p.iniiulat if van I liens’ 
dream ol llonrt prc.wuion becomes a 
reahiv si'ih will have tremendously 
damaging ctlcvts lor Bangladesh’s 
agikulturr and lisliciies 

Second, a sound m,in igcnicnt of water 
resources is kev lo Itu ac hK“veiiicni of 
welfare tor Bangladesh’, population, and 
to initiiK a I ri>ce< ol tUxid mitigation 
a whole vnes ol non siiiicturar measures 
mav be iimsidercd, such as flood 
warriing, tlcxxl insurance the use of flood 
resistant rite varieius, the planting of 
natural grasses, cane’s arxl trcMs, and 
perhaps, ‘submcrgiblt embankments’ 
However, as U' Monae Diplomat(Que has 
correctly pointed out, icsr Ihe inajoiity ot 
Bangladeshi ixasanis the annual floods 
are not the main headachr Instead, their 
primary soune of anxietv is the economic 
exploitation bv laridloicts and merchants 
they are subin ted to low market prices 
for their prodin c, shares loppirig, usinious 
interest rates and the v.Lstly inequal 
distribution of land property Any flood 
mitigation programme inusi, iheretoic, 
necessarily be based upon the estciition 
of thoroughgoing agririaii ictoirns 
Lajiilv, It mav he noted lhai even van 
Fllen has raised the problem ol the I AP’s 
“sustainabilitv” According t > his < alcula 
tion, the Bangladeshi national budget 
would be bnidened with addition,!! costs 
tor maintcnaiKC amounting to 0 9 billion 
US dollars Ihesc ccisi* even if spread 
over two decades, would present tfic 
peasantry with an added tax burden, 
another disastrous prospect in a country 
where many millions aic dailv threatened 
with famine and starsaiion In terms of 
both s<M lal justice and sheer tlfectiseness 
It makes much more sense lo spend a frac 
tion of the sum required for the execution 
of the I lood \ction Plan on support to 
grass roots otganisalions ot peasant 
women and men, i c, to organisations 
which have made the task of mlpiemen 
ting thoroughgoing agrarian reforms their 
number one political priority If organisa 
lions sympathising with the rights of 
landless peasants make a realistic assesv 
meni, Bangladesh need not lor ever be 
prey to ‘natijral’ disasters 

Noles 

1 ‘Report of thr task I on c on Action Plan for 
I lood ( omrol submined lo die Planning 
Advisor ol iht inirnm government of 
Bangladesh on February 26, 1991 

2 'Inhabitants of ihe lamuna River Char and 
I heir Keiationship to ( urrenc f lood Plan 
ning' repon submitted to Ihe International 
Wtier Tribunal by Robert C ounsetler and 
Mujihul Huq Oulu December 1990 

im 
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PERSPECTIVES 


Combining Moral Commitment with 
Pragmatism 

Ashok Mitra Commission on Education 

Amrik Singh 


Three things stand out about the report of the Education Commission 
appointed by the West Bengal government under the chairmanship of 
Ashok Mitra. First, except for professional education, tite entire 
educational scene is surveyed and hardly anything worthwhile has been 
ignored or left out. Second, the report is not only an analysis of the 
problems, it is also "a feasible programme of educational goals and 
objectives for the short run as well as the longer time frame Finally, 
v^ile it is informed by a certain measure of moral commitment, what 
the report has to say is utterly free of dogma; it is nothing if not 
pragmatic. 


be completed in six months. It must be 
suid to the credit of the commissitm that 
all that it asked for was an additional six 
months. It has now turned in a report 
which is not only a model by itself, but is 
perhaps the best document of its kind 
produced in recent decades. What is more, 
i t can also be adapted by other states to suit 
their requirements. 

lliereisnothingpompousorhigh-falutin 
or doctrinal re about the recommendations. 
Each one of them is pragmatic and is 
related to the evolving situation. In its 
own words, right at the beginning, it is 
staled, “ The priorities the commission may 
decide to suggest for the proximate future 
wi II have to be in conformity with the aims 
so as to disturb, if not demolish altogether, 
the ‘pecking order’ of the existing social 
and economic arrangements”. 

II 


I 

WHEN in August 1991, the West Bengal 
government decided to have the educa¬ 
tional scene surveyed, it was a positive 
step forward. Not many states take initia¬ 
tives of this kind. It was equally gratifying 
that Ashok Mitra was asked to head this 
commission. Apart from being an aca¬ 
demic of repute, he has also had quite 
some administrative experience as finance 
minister of that state. The report submit¬ 
ted in August 1992 amply justifies the 
confidence reposed in him. 

Three things stand out in respect of this 
report. One, apart from professional edu¬ 
cation, the whole educational scene is 
surveyed. That is to say, not only are 
different levels of education (primary, 
secondary and university) surveyed, the 
report deals with the related issues of 
universal literacy, vocational education, 
autonomy and allied themes. Distance 
education, supply of textbooks, the role of 
the public media, the centre-stale ties, the 
coiBtraint of resources and a whole host of 
related issues are also analysed and dis¬ 
cussed. In plain words, hardly anything 
worthwhile has been ignored or left out. 

Secondly, the report is not onl y an analy¬ 
sis of the problems, it is also “a feasible 
programme of educational goals and ob¬ 
jectives for the short run as well as the 
longer time frame”. Thirdly, what the re¬ 
port has to say is utterly free of dogma or 
any kind of ideological compulsions. Most 
people who are familiar with the thinking 
and writings of Ashok Mitra would have 
expected some such mode of approach. On 
the oonh'ary, his feet are firmly planted on 


the ground. Whatever he has to say is not 
only pragmatic, it is also informed by a 
certain measure of moral commitment 
which only some one with his background 
and outlook alone could have had. To say 
anything more on his subject should not be 
necessary. 

Though the commission consisted of 
nine person, it appears that the main load 
was taken by Ashok Mitra himself. His 
personal stamp is to be seen throughout 
the report and it would not be too much to 
presume that, unlike most such reports, he 
has likely enough written a great deal of it 
himself. 

The terms of reference as given to the 
commi.ssion need to be referred to; a good 
deal of the strength of the report flows 
from the tasks assigned to it and identified 
at the initial stage. The first task was to 
review developments si nee 1977 when the 
CPM government took over; this was to be 
done with specific reference to the trends 
of budgetary outlays and inter se alloca¬ 
tions. The commission was also asked to 
review the existing system of evaluation 
and to appraise the relevance of existing 
rules and procedures. The framework of 
cost effectiveness was to be invariably 
taken into account. Apart from reviewing 
the kind and quality of the manner in 
which financial allocations were trans¬ 
lated into actual physical achievements, 
the issues of motivation and incentives 
were also to be gone into. In plain words, 
the terms of reference were not only pre¬ 
cise but were also oriented towards defi¬ 
nite objectives. 

In view of the heavy agenda of work, it 
was too much to expect that the task could 


Quite logically, the report begins with 
an overall review of work as initially 
projected in the election manifesto of the 
Left Front. The text is quoted right in the 
beginning. The subsequent pages delin¬ 
eate fairly clearly that, to quite an extent, 
the manifesto was implemented. For ex¬ 
ample, the proportion of the state budget 
allocated to education in 1976-77 was 

12.89 per cent By 1992, it had risen to 

21.89 per cent. Though satisfactory other¬ 
wise, it is pointed out that, in terms of 
proportions, the allocation on primary 
education is short of what is allocated to 
secondary education. This is concretised 
by quoting the relevant figures. At |he 
primary level, the shortfall was of Rs 84 
crore in the non-Plan account. In terms of 
percentage, it was 40 per cent short of 
what ought to have been done. On second¬ 
ary education, an additional sum of Rs 1.03 
crore (more than the national norriK) was 
spent. 

What makes the situation less than sat¬ 
isfactory is that in the case of both primary 
and secondary education, as much as 95 
per cent of the total outlay goes to pay the 
emoluments as against 80 per cent in re¬ 
spect of higher education. When it comes 
to the growth of student numbers, during 
these years the numbers went up by 81 per 
cent aitbe primary level, 17 per cent at the 
secondary level, 373 per cent at the higher 
secondary level and 60 per cent in respect 
of enrolment incolleges. Eachoneof the 
comparisons made puts the spotlight on 
the lags which still require to be made up. 
For instance. West Bengal was the fifth 
most literate state in 1981 and remained so 
even in 1991. 


1S0« 


Economic and Polhioal 11% 


Bui perhaps the most serious lag is that 
free midday meals could not be ensured 
for alt children. Nor a free school dress for 
each girt attending a primary school. This 
has a good deal to do with the lack of 
resources confronting the state. In one of 
the tables, for instance, it is slated that the 
per capita actual expenditure at the pri¬ 
mary level is the highest in Kerala (82 7 
per cent), the next highest in Gujarat and 
Mahara^tra at 61.24 and 58.06 per cent 
respectively. In the case of West Bengal, 
it is only 34.4 per cent and this is not 
particularly different from what UPspends, 
i e, 33.6 per cent. 

Clearly, the administrative and finan¬ 
cial structure of the stale is in need of a 
drastic revamp; it is claiming a larger 
proportion of the budget than is good for 
the state. Unless that is done and, sec¬ 
ondly, unless the income of the state grows 
as a whole, it would be difficult for West 
Bengal, despite a relatively more com¬ 
mitted government than elsewhere, to find 
more funding for primary education. 

A good deal else is said about some of 
the other issues; for instance about the 
lack of training in respect ofthree-fifthsof 
the teachers and so on. Particular attention 
is invited to the absence of any scope or 
arrangement for the teaching of crafts “rel¬ 
evant to an essentially agrarian society”. 

To move from primary education to 
universal literacy is again logical. Here 
the commission is highly critical of the 
state government. Instead of taking initia¬ 
tive on its own, the state has leaned upon 
the financial support advanced by the union 
government and acted like a “demure 
camp-follower of the centre”. Without 
mincing words, the commission observes 
that “the outlay called for is of an insig¬ 
nificant order in the context of the results 
achieved and achievable; millions are be¬ 
ing rendered literate and prospects arc 
being opened up of a consequential vast 
upsurge in productivity and production”. 

In addition, the commission goes on to 
make certain other specific recommenda¬ 
tions. Perhaps the most important of them 
istheemphasis on post-literacy programme. 
What is suggested later by way of develop¬ 
ment of literacy is described here as an 
essential part of the programmes. Even if 
the state government has to bear the cost 
of supply of one newspaper for each read¬ 
ing centre, it would not come to more than 
Rs 2.5 crore per year. This is something 
which the state exchequer can casi ly bear. 

Two other important recommendations 
may also be referred to. One, in addition to 
literacy, numeracy too deserves to be 
emphasised. This skill is important in the 
modem world. In this respect, the founda¬ 
tions should be made solid right from the 
beginning. Secondly, if the spread of lit¬ 


eracy becomes effective, as it ought to, it 
would surely mean further expansion in 
the number of primary schools, .^s the 
commission puls it, “Nco-lilcraies, in ihc 
afterglow of their induction into the pro¬ 
cessor learning, arc likely to be eager that 
their children avail of the educational op¬ 
portunities that are there.” 

Ill 

Perhaps the strongest chapter m the 
report deals with the problems of .second - 
ary and higher secondary education. Quite 
a number of people are concerned about 
the problems of universal literacy and 
wax eloquent on the subject. When it 
comes to higher education, since most 
people writing on this is.sue come from 
that background there is seldom a prob¬ 
lem. Therefore, secondary education is 
generally neglected But not in this report, 

While conceding that the quantitative 
expansion since 1977 was ‘unavoidable’, 
the shift in empha.sis in favour of educa¬ 
tion is a blow for equalisation of opportu¬ 
nities. Tliat being so, the problem of en¬ 
suring quality in state-aided schools has 
become crucial. They are the ones for 
which the state is directly responsible. 
The number of prtvatc schttols or English 
medium school ts not all that large. Unless 
t he sta te-a i ded school s i mprove i n qual i t y, 
the problem will continue to he real. 

One thing that a survey of secondary 
schtKils (which the Commission got done) 
brought out clearly was that while 20 per 
cent of students said that the syllabus was 
heavy and they needed private heipby way 
of coaching, etc, about 60 per cent said 
that if they had to score well, they had no 
option except to take recourse to private 
coaching. This survey has thrown up a 
number of other interesting findings also. 

For instance, 25.21 per cent students 
said that teachers did not attend schools 
regularly, 28.87 per cent said that even 
when they were present, they did not take 
classes. Another significant finding is that 
7.6 per cent of teachers thought that the 
reform of the examination system was a 
crucial requirement. As to interference in 
academic affairs, 54.8 per ednt of parents 
and guardians said that it was there; 12.69 
per cent said that not only was it there, it 
was gradually increasing. It is a valuable 
survey and tho.se concerned with educa¬ 
tion in other states could organise some¬ 
thing similar along these lines. 

One question that always remains unde¬ 
cided in regard to secondary education is 
whether it is a terminal point in itself or a 
stage leading to higher education or both. 
After a good deal of discussion, the com¬ 
mission has re-endorsed Ihc Koihari 
commission’s concept of three simulta¬ 


neous options for students—-self employ¬ 
ment, vocational training or pursuit of 
further general education. Which alterna¬ 
tive is to be followed depends partly upon 
the students and partly upon Ihc stale of 
the economy. 

A question gone into in scvme depth is 
the (ink between secondary and higher 
secondary education and the role of 
vocaiionalisation at thisstage. Though the 
Hhabaiosh Dana Committee had recom¬ 
mended the location of these classes in 
what used to be known as intermediate 
colleges, this commission is of the view 
that, given the circumstances, the most 
feasible arrangement would be to locate 
these classes in schools, more so When it 
has been advocated, strongly that there 
should be a major shift in the outlay on 
secondary education in favour of institu¬ 
tions located in the rural sector 

In regatd to the periodic leview of cur¬ 
riculum, not only has the commission 
discussed (his is.sue in a meaningful man¬ 
ner, it has also (in an appendix) suggested 
a draft outline of the improved curriculum 
in respect of natural and life sciences. Any 
‘.stiffening’ of the curriculum at thi.s stage 
would have to be properly pha.scd out. 
That is why the commission has suggested 
that pass marks for an individual subject 
as well as the group pass marks should be 
raised, but only step by step. 

There are important recommendations 
in regard loinspeciion of schools, infrastru¬ 
ctural facilities. Madrasah education, Ihc 
study of Sanskrit/Arabic at the school 
stage and several other crucial issues. 

Closely related to this chapter is another 
one on technical and vocational educa¬ 
tion. While at the higher secondary level, 
not even 1 per cent of the students opt for 
a vocational cour.se, less than 5 percent of 
those who apply in the ITls and less than 
10 per cent in polytechnics get selected. 
When this isseen in the context of close to 
a million children dropping out each year 
from the school system in Wes; Bengal, 
what has been happening is truly appall¬ 
ing. There is going to be no marked in¬ 
crease in the facilities in the near future; 
therefore, a large number of them would 
have to enter the informal sector of the 
economy where there are hardly any fa¬ 
cilities for training. 

As an immediate measure, what the 
commission has suggested is a ten-fold 
expansion of technical and vocational edu¬ 
cation; anything short of that would be 
totally inadequate. It is also suggested that 
industry, banks and financial institutions 
be involved closely in the expansion that 
is contemplated. Along with the chapter 
on secondary education, this chapter is not 
only detailed and factual, it has an air of 
authority about what is proposed. 


Economic nnd Foliticcl Weekly July 17-24, 1993 


1503 



IV 

No other recommendation of ihiscomm- 
ission has aroused more controversy than 
the issue of (he teaching of bnglish at the 
school stage. It was in the early 80s that 
the state government discontinued the 
teaching of English in primary schools 
and suggested that it be undertaken from 
Class VI onwards. Those who were in 
favour of the status quo refused to accept 
the argument that West Bengal was about 
the very last state to conform to the pattern 
that was laid down by the Kothari com¬ 
mission. 7'amil Nadu is (he only other 
major state where Engli.sh starts before 
Class V. 

This is.sue is discussed in considerable 
detail partly also for the reason, in (he 
final analysis two members of ...u com¬ 
mission dissented from the majority rec¬ 
ommendation. In the course of thisdiscus- 
sion, the commission has teviewed what 
the Kothari Commission had to say, the 
functional-communicative teaching ap¬ 
proach adopted with (he help of the British 
Council, the problems encountered at the 
ground level and so on. As a'compromise, 
the commission has recommended the 
teaching of English in government and 
government-aided schools from Class V, 
proposed a different system of teaching 
and, above all, emphasised the retraining 
of something like 20,000 teachers in the 
craft of teaching English. 

Apart from quoting the example of 
Bangladesh which has switched over to 
Bcngla in a substantive way in the fields of 
administration and court work, the com¬ 
mission has made a forceful plea for doi ng 
that in West Bengal too Whether every¬ 
body agrees with this recommendation or 
not, on the whole the commission has 
done an admirable job by .stayingclo.se to 
the ground and at the same time trying to 
evolve a consensus. 

This however is not the only recommen¬ 
dation made by the commission in this 
report. Most people in West Bengal, par¬ 
ticularly left parties other than the CPM 
party in the govemmenl, have discussed 
the report as if this was the only recom¬ 
mendation made. Nothing coatd be more 
perverse or more sel f-dcfcating There arc 
crucial problems at the school level which 
require to be solved on an urgent basis 
The commission has given considerable 
thought to each one of them. Apart from 
pleading for greater expansion, more par¬ 
ticularly in the rural areas, strengthening 
and diversifying secondary education, the 
commission’s view is that a ten-fold in¬ 
crease in respect of technical education is 
called for. This is something that ought to 
have received much more attention than 


has happened so far. None however is so 
blind os the one who refuses to see' 

V 

In a sense the commission is on home 
ground when it deals with the college and 
university sector. Most members came 
from this background In the second chap¬ 
ter it.self the commission had descriji^ 
college leaching as “perhaps the greatest 
contemporary .social tragedy’’ As the com¬ 
mission puls it, students prefer “to elon¬ 
gate the phase of supposed education be¬ 
cause of the grim prospects awaiting them 
in the labour market". 

Thisbeing Ihe real context, the commis¬ 
sion goes on 10 note that the number of 
colleges establi.shcd since 1978 is 51. Out 
of them, 49 leach pass courses only, either 
in Arts or Commerce or in both. The 
commission recognises the fact that the 
“removal of the pass course is impracit- 
cable in the short run”. Inoihcr words, the 
number of factors working in us favour 
are too many and looovcrwhelming. How¬ 
ever the commission is in favour of what 
is called ‘awareness courses’ like public 
health, literacy, environmental studie.s, 
etc. While the introduction of the semester 
system is desirable, from several points of 
view, it does not seem to be all that fea¬ 
sible. In Its opinion, there is no alternative 
except to improve the performance of 
college teaching within the parameters 
laid down. And this brings us to the role 
of the teachers 

! he most immediate problem is what 
the commission described as “the wither¬ 
ing academic days is the academic .sys¬ 
tem". It isn national problem nodoubt At 
the same time, it concerns education much 
more directly and centrally than other¬ 
wise. What the commission has asked fo. 
is that the ■‘universities prese'-'be explic¬ 
it! y (he minimum numberoftcachingdays/ 
class days as disiinguished from normal 
working days" It also suggc.stsa “drastic 
reduction in vacations and holidays” as 
also a number of other steps which have a 
direct hearing upon the issue 

This in turn leads to the question of 
social and academic accountability The 
commission is mo.st emphatically of the 
view that three types of assessment have 
to be introduced; one, what is known us 
sclf-asse.ssment. preferably twice a year, 
two, assessment by the college principal 
in Ihe form of an annual report and, three, 
student asse.ssment of teachers. The pro¬ 
motion of teachers should depend upon 
ihe sum total of these three forms of as- 
.sessment 

11 should come as no surpri.se to any one 
that this pariieuiar proposal ha.s been 
criticised by teachers’ union and several 
others, as has a somewhat different pro¬ 


posal at the secondary level—raising the 
pass marks i n different subjects as aiso the 
aggregate marks in Ihe final count. That 
proposal too has met wi ih resistance. Over 
Ihe years, a kind of syndrome has got built 
up whereby any insistence upon regular 
work or good performance—anything 
which demands hard work—is regarded as a 
form of academic oppres-sion. These reac¬ 
tions are a testimony to that cast of mind. 

Amongst the other issues dealt with are 
the menace of private tuitions, the need 
for training and rc-training, the adminis¬ 
trative ambience in which the colleges 
function, the need for “service conduct 
rules for all kinds of teachers, including 
college teachers”, the revamping of col¬ 
lege governing bodies where the teachers 
thcmsclvc-s “should not constitute a ma¬ 
jority in itsconsiitution”, transfer of teach¬ 
ers from one institution to another and 
several .such issues. In regard to each one 
of them, the approach adopted is forthright 
and in pursuit of excellence. In the 
commission’sown words“It isby no means 
against the spirit of dcm(x:racy to nurture 
and sustain ceniresofacademiccxccllencc.” 

As in the case of secondary students, a 
.survey of college students and teachers 
was also undertaken. Though not as re¬ 
vealing, some of its findings are signifi¬ 
cant. For instance, .S3.57 per cent students 
said that all teachers took classes regu¬ 
larly but 44.29 per cent said some teachers 
take clas.scs regularly. Ilow can both 
statements be correct at the same time? 
Regarding help extended to students by 
teachers outside classes, 47.49 per cent 
said that they do .so readily and often, but 
4.6 per cent used the expression “some¬ 
times”. However, 8.09 per cent of them said 
that they never do so because “teachers are 
not present in the college after class hours". 

When it comes to university and po.st- 
graduate education, the commis.sion pre¬ 
sents what it calls an idealised picture of 
what a university ought lobe. While doing 
so, the commission cannot overlook Ihe 
fact that enrolment i n a university is looked 
upon as a form of 'distinguished unem¬ 
ployment’. The majority of students go 
along with the deception since “Ihe alter¬ 
natives offered to them arc, they judge, 
much worse” The next comment is more 
devastating 

The country’s authorities too have done 
their cost-benefit an.ilvsis, if a gcate of so¬ 
cial turbulence can be kepi confined for an 
extra number <»r years within Ihe four walls 
of a so-called university, a considerable .sav¬ 
ing of resources would lake place at the other 
end; the creation of employment is (a)relB- 
tivcly a great deal more capital intensive. 

'f'alking in this vein, the commission 
goes on to de.scribe Ihe working of the 
university of Calcutta and its ‘gargantuan 
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operotion’ as also its ‘lugubrious’ woiic- 
ing. No wonder quite a number of more 
talented studentsmigrateabroad and settle 
down there. Considering the difftculties 
of any kind of change, the universities 
have no choice except to do two things; 
one is to improve the quality of teaching 
and research to some extent and the second 
is to lesm to live with the financial con¬ 
straints which appear to be inescapable. 

Any otherset of people would have tried 
to drag their feet but not a commission 
headed by Ashok Mitra. Without mincing 
words, the commission says that there is 
no choice except to relieve universities of 
the burden of undergraduate examinations. 
A State Level Council for Undergraduate 
Education will have to be set up for that 
purpose and the commission goes into 
details of how to make that body func¬ 
tional. While emphasising excellence, the 
commission also observes in passing that 
tenure in an academic position should be 
given “only at the end of five years of 
continuous employment”. 

As things stand, none of these recom¬ 
mendations can endear the recommenda¬ 
tions of this commission ter the teaching 
community in West Bengal or, for that 
matter, in the rest of the country. For a 
couple of decades, things have been get¬ 
ting coarser and coarser in every sense of 
the word. Funds have been relatively easy 
to get and there was a mood of expectancy 
and optimism. But funds are now getting 
tight and the universities in that state, and 
also those in other states, are faced with a 
real financial crunch. If in this whole 
cycle of financial squeeze, the teachers 
are asked to work harder and perform 
better, resistance to such an approach is 
more or less inevitable. Operating in a soft 
society as we do, many of these things are 
not so likely to get done in the near future. 
What the commission has shown is the 
direction in which we ought to be moving. 

Disgusted with the working of the uni¬ 
versities, the commission has even gone 
to the extent of suggesting that engineer¬ 
ing and medical institutions should be 
detached from the universities and given 
an autonomous status. While it would 
certainly do good to th^e institutions, the 
universities are likely to deteriorate fur¬ 
ther unless, of course, the responsibility of 
undergraduate education is taken away 
from them. 

VI 

University autonomy is one of the buzz 
words current in political discourse in our 
country. As public life has become more 
and more coarse and political interference 
has increased, naturally people have felt 
concerned about the growing encroach¬ 


ment of university space both by politi¬ 
cians and bureaucrats. 

Most of this opposition has come from 
the academics and some part of it from 
other sources, notably the press. Quite a 
few outrageous things have been done in 
different states. The centre has been rela¬ 
tively free from this pestilence though it 
cannot be said that it is altogether blame¬ 
less. One favourable factor has been the 
existence of professional bodies like the 
UGC. Central institutions have therefore 
by and large remained safe from political 
encroachment of interference in academic 
matters. 

The interesting thing here is that the 
attack on university autonomy and the rise 
of trade unionism amongst teachers have 
been two parallel but concurrent phenom¬ 
ena. Beginningsomewhat tentatively, trade 
unionism amongst college and university 
teachers became a powerful movement in 
the 70s. Hardly any state conceded the 
1973 scales ofpaywithoutan agitation. In 
almost each state, the teachers got their 
due only after they had gone on strike and 
done several other things which need not 
have been done. In consequence, the teach¬ 
ers became strongly unionised. 

In this background, a curious phenom¬ 
enon began to develop. Most trade unions 
of teachers posed the issue in such a way 
that the plea for autonomy became some 
kind of a shield to protect their sectional 
interests. Nobody spoke out when there 
was underperformam e or even a certain 
degree of delinquency. Those wcakncs.ses 
were glossed over. But if there was any 
misbehaviour by a politician or some one 
in authority, it was strongly resisted. It 
was in this context that the West Bengal 
Commission was appointed. 

In its discussion of autonomy and allied 
issues, the commission has stayed close to 
the ground, held firm to the gains made 
during recent decades and, at the same 
time, not condoned under performance or 
non-performance. Were the teachers’ 
movement to also adopt the same line of 
approach, it would do an immense amount 
of good both to the teachers’ movement 
and the academic ethos of the country. 

The commission has noted that the state 
government’s budget in West Bengal has 
expanded nearly eight times since 1977. It 
has also noted that salaries of teachers arc 
being paid directly from the state treasury, 
the selection of teachers is regulated 
through a College Service Commission 
specifically appointed for the purpose and, 
in various other ways, there has been 
democratisation as well as some devolu¬ 
tion of functioning. 

At the same time it has been brought out 
forcefully that the objective of excellence 
IS not to be equated with any attempt to 


encourage privilege. To quote its own 
words, •‘Tltc demand for excellence mvsl 
not be used as surrogate for a kind of 
snobbery such as is exemplified by the 
‘navodaya’scheme."Nor is the commis¬ 
sion in favour of permitting the country's 
educational process to degenerate into “a 
two-class culture with the special privi¬ 
lege on one side of the fence and those 
denied the privilege on the other”. In other 
words there has to be “a framework of 
priorities in the education sphere”. 

Thccommission is very emphatic on the 
need for toning up the administration and 
academic functioning of schools and col¬ 
leges. It is equally critical of frequent 
holidays and vacations and, as already 
stated, favoursa minimum of 220 working 
days. If this is to be ensured, the length of 
both the summer vacation and autumn 
recess would have to be cut down. Simi¬ 
larly taking one day off in the week is 
opposed and college teachers are asked to. 
cxcrci.se restraint in this matter. This would 
incidentally, according to the commis¬ 
sion, discourage the growing menace of 
private tuitions. 

After having surveyed the whole scene 
the commission more or le» concludes as 
under- 

The govemnient despite offering the funds 
must keep its distance. It is however im{dicit 
here that academic discipline has to be sent- 
pulously maintained at all levels. In a demo¬ 
cratic milieu, teachers as well as senior stu¬ 
dents as also non-teaching employees have 
the right to organise themselves and cam¬ 
paign for improvements in the conditions of 
their work and employment, as the case may 
be. An educational i nstitution is not a factory 
establishment, agitations must not be at the 
cost of instruction time. 

This statement strikes the right balance, if 
one may add. 

VII 

The Ashok Mitra Commission is alive 
to all those factors that impinge upon the 
working of educational institutions. Regu¬ 
lar payment of salaries, etc, is one ingre¬ 
dient of gocxl functioning but others are no 
less important. In several chapters dealing 
with the selection and trai ni ng of teachers, 
examination reform, distance education, 
libraries, supply of textbooks, English me¬ 
dium institutions, cram shops and help 
books, the commission deals with a whole 
range of problems that usually get over¬ 
looked. In each one of its recommenda¬ 
tions, the commission never loses sight of 
what is actually happening and what fac¬ 
tors, positive as well as negative, predis¬ 
pose things in a certain direction. 

If the educational sector is to expand, as 
is unavoidable, how teachers are regarded 
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is a crucial question. In view of the “gen¬ 
erally satisfactory remunerations” now re¬ 
ceive by the primary school teachers, the 
commission is inclined to suggest that the 
minimum qualirications for a new entrant 
should be a graduate degree. This cannot 
be done overnight; however, the objective 
should be kept in mind. 

When it comes to training, the commis¬ 
sion is in favour of treating the district as 
a unit. The number of people involved per 
district is I ikely to be in the neighbourhood 
of 8,(XK). That bei ng so, any uni t other than 
a district would create problems. What is 
more, the commission suggests that it 
should be obligatory for a teacher ^ un¬ 
dergo a refresher course of a month’s 
duration at the end of every five years. 
Since quite a number of them engage in 
other jobs, this should be explicitly for¬ 
bidden and rules framed accordingly. 

If the experience of the College Service 
Commission is any guide, something simi¬ 
lar would have to be done at the lower 
level. Here again, the unit would have to 
be the district. Even the number of teach¬ 
ers to be recruited in secondary schools 
per district is likely to be* more than a 
thousand per year. Such an arrangement 
would also take care of the problem of 
employment exchanges sending up names 
which have been on the register fora long 
lime. Even if they are not suitable, they 
come up for consideration in preference 
to others who may be more suitable. 
There have been certain problems in the 
working of the ('ollegc Service Commis¬ 
sion. Those arc referred to and a caution is 
given against those being repeated in the 
new proposed set-up. 

This issue of the training of teachers is 
goneinlo with a wealth of details. It issaid 
that the most alarming deficiency in this 
regard is that the existing arrangements 
for teacher training arc “almost irremedi¬ 
ably dated”. Further, "If anything, that 
turns our teachers into status tfuoista”. 
Similarly, a good deal is said about the 
Diploma in English Language Teaching 
where too things need to be drastically 
streamlined. 

Talking of the evaluation system, the 
first thi ng that the commission says is that 
the “accuracy of evaluation, there is no 
question, depends largely on the sincerity 
of teachers”. In the sample survey of col¬ 
leges sponsored by the commission, it ha.s 
been pinpointed that ‘erratic marking' is 
the most important deficiency in the 
present evaluation system. Connected with 
it is the pattern of paper setting. In order to 
change the pattern, however the pattern of 
teaching too would have to change. 

In the case of the Secondary School 
Board, the commission suggests the es¬ 
tablishment of a large number of zona! 
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offices so that most decisions can be taken 
at the local level rather than at the central 
level; the latter should concern itself 
mainly with paper setting and the schedul - 
ing of the examination time-table, etc. 
When the system is extended to the uni¬ 
versity scene, the same approach can be 
adopted. But till such time as an under¬ 
graduate council can be established, the 
details cannot be gone into. The issue is 
di.scussed in further detail and a numberof 
improvements are suggested, hut no con¬ 
clusive recommendation is made because, 
unless a decision in regard to such a coun¬ 
cil can he arrived at, everything would 
remain fluid. 

Distance education is one of the grow- 
ing areas and the commission supports it. 
But the commission does not go far enough 
so as to suggest the establishment of an 
open university in the state. Instead, it is in 
favour of making greater use of the over 
100 ‘study centres’ established by the 
IGNOli in that state. One wishes that the 
commission had been less tentative and 
more forthright in this regard. This is for 
the reason that it is mainly in eastern India 
that distance education is lagging behind. 
In northern and southern India, a large 
number of students are enrolled in this 
stream of education, and with profit. 

Perhaps a much more valuable contri¬ 
bution has been made bydhe^ commission 
in regard to the importance attached to the 
organisation of libraries.Thc Kothari Com- 
mission had said that school children 
should be integrated in the system of pub¬ 
lic libraries. Such a system has not yet got 
going anywhere in our country except 
perhaps in Kerala. Some progress has ccr- 
tainly beenmade in West Bengal but not to 
the extent as to become a regular fixture 
in the social and educational scene. Ac¬ 
cording to the commis.sion, the focus 
should be on the establishment of a central 
library at (he block level which may give 
support to sch(x>l libraries as well as to 
reading rooms intended for neo-literates. 

Similarly, the commission has projected 
(he idea that the physical facilities avail¬ 
able forsch(X)l and college libraricsshould 
be gradually improved. Going further, it 
says that each school or college should 
have a trained librarian with the same 
scale of pay and allowances as are avail¬ 
able to teachers. Perhaps this is for first 
time that any commission has advocated 
the appointment of a trained and full time 
librarian even in a school library. 

The supply of textbooks to children and 
related problems are gone into in a de¬ 
tailed manner. In a tentative sort of way, 
the idea Qf the state textbook corporation 
has also been mooted more or less on the 
Maharashtra model. Unfortunately, since 
(he report was submiited, the Maharashtra 


model has been found guilty of corrupt 
practices and it would be quite a problem 
to devise a suitable structure to attain it. It 
is recognised that the public sector men¬ 
tality is a factor to be reckoned witb. At 
(he same lime, something has to be done to 
improve the system of the availability of 
textbooks. In any case it may nen be a bad 
idea, as suggested, to get such a body 
registered under the Sdcieties Registra¬ 
tion Act as also the Public Trust Act. 

'I'he spread of what the commission calls 
“a business cult institution with an eye on 
unconscionable profit-making” is also 
taken note of. This is said with reference 
to the widespread phenomenon of private 
tuitions. In regard to the former, it is said 
that “the commission, lest it be misunder¬ 
stood, would likeio reiterate that as long 
as instruction through the medium of En¬ 
glish docs not offend against our cultural 
identity and does not interfere with the 
state government’s general programmes- 
of introducing the mother tongue as the 
principal medium of instruction at pri¬ 
mary and secondary levels, one need not 
pick up a quarrel with it”. 

As to the latter, the commission feels 
that the most helpful way of controlling 
the menace of private tuitions would be, 
one, to ensure that teachers perform better 
in the classroom and, secondly, "effective 
social mobilisation”. There is also a role 
for legislation. It should be specifically 
laid down in the terms and conditions of 
service of teachers that private tuitions 
would not be permitted. 

In order to improve the functioning of 
educational institutions, the commission 
affirms that “Strict enforcement of atten¬ 
dance on the part of teachers and monitor- 
ing the nature of contents of teaching in 
institutions at all levels” is essential. The 
example of the Indian Statistical Institute 
is qiin(r.ri where every member of the 
academic staff, including the director, 
records the time of his arrival and depar¬ 
ture. There is nothinginfra dig about suCh 
a proposal and it needs to be implemented. 

Once academic standards in the aided 
institutions improve, the state government 
would have the bulk of the community 
rallying behind it. It would then be in a 
position to go down heavily on educa¬ 
tional profiteers and academic delinquents. 

VIII 

It is a measure of the clear-sightedness 
of the commission’s thinking that a chap¬ 
ter is devoted to the role of the public 
media. The reason is simple. The media 
has penetrated social life to such an extent 
that, as the commission puts it, the whole 
society has been shaken to its roots and the 
educational sources can hardly be “iso- 
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lated from the influences set in motion”. 

One major consequence of this develop¬ 
ment is the shrinking opportunities for an 
understanding of “the structure of lan¬ 
guage or the mysteries of grammar”. Wide¬ 
spread popularity of ‘comics’ hasaffectcd 
the faculty of concentration of the young 
people. Above all, “the hinterland of the 
child's rhind is thus in danger of being 
laid to waste. It is no longer even a tabula 
rasa; it is already either full of junk or 
responsive only to trivialities”. 

Privatisation of the media is, even in the 
best of circumstances, a partial answer to 
the problem. The media has to be used for 
educational objectives. But how precisely 
this has to be done is something that has 
divided people in almost every country. It 
is a challenge to Indian thinkers and 
policy-makers to devise a new strategy in 
this regard. 

How can this be done unless the consti¬ 
tutional problem is sorted out? At the 
moment, it is the centre which has the 
prerogative to use the air. If it chooses to 
permit the stales to have their own chan¬ 
nels, that would be an act of favour. This 
issue has therefore to be sorted out before 
any state can even think of rnoving in the 
matter. Is it not ironical that even a coun¬ 
try with barely 1 , 00,000 people, being a 
member of the United Nations, has the 
prerogative tocontrol its own media but in 
India, even a state with more than a hun¬ 
dred million people, does not have the 
same right? 

Issues in regard to the education of the 
handicapped children, those belonging to 
the scheduled castes and tribes, women’s 
education, hostel facilities, the near-cha¬ 
otic state in respect of the distribution of 
certificates to students who pass out and 
so on, salary and pension payments, re¬ 
tirement benefits of teachers, administra¬ 
tive set up, role of the judicial system and 
a host of other problems arc taken up for 
an intensive and understanding discus¬ 
sion. Each one of the schemes is handled 
with understanding and surencss of touch 
which is not to be found in most of the 
made-to-order committees and commis¬ 
sions appointed to investigate the prob¬ 
lems of education. 

IX 

In keeping with this general criticism of 
the centre appropriating more and more 
powers for itself, the commission isequaily 
critical of what the centre has been doing. 
The Constitution as adopted in 1949 was 
to a large extent a replica and elaboration 
of the Government of India Act of 1935 
but this bias against the states received a 
further fillip in 1974 in the 42nd Amend¬ 
ment whereby education was made a con¬ 


current subject. The cotnmflSifjIfT^p- 
posed to this ovcrcentralisation and be¬ 
rates the centre for not having been able to 
perform belter despite all the powers at its 
disposal. Whether it isthc language policy 
or the t»avodaya schools, ii is the same 
story of confusion ofobjecli ves and down - 
right non-performance. 

There is an attempt to force things down 
the throat of the states. Aicording to the 
commission, this is no tsay of building 
national integration. More specifically, 
the commission observes that a “slate has 
the right, at least up to the undergraduate 
stage, to decide on the curriculum, the 
medium of instruction and the methodol¬ 
ogy of teaching in the area fulling within 
the administrative jurisdiction of the state 
Not to respect this convention would be to 
activate forces which work not for na¬ 
tional unification but for national disinte¬ 
gration". 

In this connection, the commi.ssion draws 
attention to the way Bangladesh was sought 
to be lorded over by the rest of Pakistan 
and the subsequent separation of the two. 
Similarly, the experience of the Soviet 
Union in not treating the non-Rus.sian na¬ 
tionals properly is also brought in. 

In dealing with the issue of constraint of 
resources, the commission does not pull 
its punches. Apart from critici.sing the 
centre for spending excessively on de¬ 
fence and internal security and indulging 
in various other extravagances, the com¬ 
mission is realistic enough to acknowl¬ 
edge that even while asking for greater 
release of funds, the states would have to 
makedowithwhatcverisavailable. Fuods 
at the state level are scarce and the coat 
would have to be cut according to the cloth 
available. In this connection the commis¬ 
sion makes certain recommendations, with 
particular reference to West Bengal. 

The first one is to levy an educational 
cess both in urban and non-urban areas. It 
is estimated that something like Rs 100 
crore can be raised from this source. 
Secondly, while it is not possible to raise 
fees all along the line, some marginal 
increase can be brought about. The com¬ 
mission recommends Rs 50 per month at 
the undergraduate level and Rs 75 at the 
postgraduate level. Considering that it is 
currently around Rs 15, the proposal does 
mark an advance over the existing situa¬ 
tion. When it comes to engineering and 
medical courses, the tuition fee recom¬ 
mended is Rs 250 per month. All this is 
expected to bring an additional Rs 20 
crore per year. 

It is curious that more attention has not 
been bestowed on this problem. Unless 
some kind of a differential fee system is 
adopted, the disadvantaged students would 
always be obliged to pay more than they 


can afford and the alYtaeitt onet woutdilihf 
be asked to pay as much 04 they ate ca¬ 
pable of paying. Furthermore,^postgradu¬ 
ate education and, to some extent, profes¬ 
sional education in almost all cases, should 
be more or less self-sufficient. Research 
would certainly have to be supported but 
not necessarily instruction at that level. 

if ihe instructional part is to be made 
self-sufficient, the fees would have to be 
higher. Since everybody would not be able 
to pay higher fees, a system of grantsand 
loans IS unavoidable. This issue is not 
even gone iqto. Was it fatigue towards the 
end of the report or was it some other 
compulsion? Or was it recognition of the 
fact that this is all that can be done in the 
circumstances? Whatever it be, this par¬ 
ticular section of the report gives the im¬ 
pression of not having grappled with the. 
problem closely or constructively enough 
and IS, perhaps, the weakest in the report. 

Grants and loans inevitably raise the 
question of the general climate of not 
returning the loans. 'Hie existing situation 
is downright unsatisfactory. But surely 
one cannot live with the existing system 
indefinitely. One of these days, it would 
have to be changed. To change it in other 
spheres of activity is beset with problems. 
Problems would be there even in the case 
of education but then the number of claim¬ 
ants involved would be so large that a 
certain amount of intelligent planning and 
some degree of patience and persistence 
can help to evolve a system whereby, for 
the most part, loans are repaid. Such a 
system can be enabled to perform. There 
is a great deal more to say on the subject 
but it should not be necessary to do so at 
this stage. 

X 

The report concludes with a chapter on 
goals and responsibilities and begins as 
follows: 

It is almost axiomatic that the social milieu 
exercises a major influence on the educa¬ 
tional environment. But the obverse of the 
statement is equally true; educational it- 
forms are indisputably key instrument for 
effecring change.s in society. It is thus a two- 
way relationship. 

The commission then goes on to discuss 
issues like education and integrity. As 
things have evolved during the last few 
years, this has become virtually the cen¬ 
tral problem in education. Ixt the com¬ 
mission speak for itself: 

If to cut comens is the increasing practice 
among the leaders of society, students and 
teachers cannot don the mantle of heroic 
deviants. The education process can acaicely 
be reduced to a phenomenon subject to the 
surveillance of the forces of law and onler. 
Only social pressure can stop undesirable 
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'fltaWieeK for the educaKon system. Neilher to 75 per cent »n the case of school cduca- 

Jegislatlon nor horatory urgings on the part tion and .55 per cent in the case of higher 
of the government would be of niucli hcl(> educaiion so that the rest of the outlay 
here. could amiributc directly towards improv- 

Some people might regard such a view j„g ha.sic facilities. In terms of the total 
as a form of defeatism hut the commission outlay, much more is being spent on sala- 
helieves that this is an acknowledgement rics than is arnddeive for the right kind of 


of the realities of contemporary existence 
Having said this, it isaffiriTicd, that main¬ 
taining the integrity of the education sys¬ 
tem IS an obligation of each and all No 
one can say or pretend that he is not 
:onccrned. In other words, the entire com¬ 
munity has to be involved. That there arc 
:lass forces at work isnoi in question and, 
,rct, every one gets affected by the rrtoral 
Jeterioration in the educational field and 
io regardless of class divisions and inter- 
isisan attempt has to be made to maintain 
I certain minimum level of integrity. Ii 
leeds to be added here that: 
liven polilical reforms hinge upon reforms 
in the educational structure. If through some 
stratagem, a climate of morality were to be 
re-established in the .sphere of education, it 
could trigger a chain of consequences which 
arc most unlikely to leave the test of the 
society unaffecled. 

No one working in education can or 
ihould adopt the position that .since things 
ire rotten elsewhere, they cannot but be 
otien in education also. I low is this objec- 
ivc to be achieved’ Two contributory 
actors are brought out. One is the empha- 
>is on merit. As the commission puts it, 
Merit must receive its ju.st reward. It would 
be idle to pretend that lapses have not oc¬ 
curred, especially concerning this matter, 
during the.se one-and-a-half decades. I'he 
punsuitofquantitative achievement has some¬ 
times been at the cost of quality. 'I'hcre has 
been also much avoidable waste and 
misdireclion of energy as well as of re¬ 
sources. 

This point is furthet elaborated by in- 
isting that “recruitment of teachers at a'I 
evels...be fair, and exclusively determined 
ly considerations of merit”. "The concept 
if fairplay must also permeate the mode 
if appointment in all its aspects.” The 
econd leg of this argument is best given 
n the commission’s own words; 


education. This proportion must be set 
right. 

The second point made by the commis¬ 
sion IS that while a good deal will depend 
upon developments in the Indian polity 
and national growth, "the principal, if not 
the only educational objective” during the 
next five years must be a campaign in 
favour of total liieracy. 

Unless that objective can be achieved, 
the right kind of growth would never take 
place The commission concludes by say¬ 
ing, "At least for West Bengal, the educa¬ 
tional priorities are thus unambiguously 
defined. The community has to be 
mitbili.sed in delcnce of these priorities. 
That should be the agenda for the remain¬ 
der of the century.” 

Two comments might be made in regard 
to the foregoing. This report is perhaps the 
first authoritative document which 
recognises that a key problem in the run¬ 
ning of educational institutions is to rid 
them of corruption that htis penetrated 
them. Not many people recogni.se this to 
be perhaps the most urgent problem, but 
Ashok Mi Ira’s commission does so and it 
is to be applauded not only fur its moral 
sensitivity but also for having the right 
order of priorities. 

Secondly, more than anything else, it is 
the role and productivity of teachers at all 
levels which has been put under the spot¬ 
light. It is only when teachers begin to 
perform belter that productivity would 
increase and quality wiltl become a fea¬ 
sible objective. If there is any dereliction 
of duty on the part of teachers, says the 
commission, the “status and supporting 
rules could also, we have suggested, pro- 


froni imposition of ^iialty, erring teach¬ 
ers should be exposed and widest pubtic- 
i ly be given to the details of their violation 
of the code of conduct.” 

That this report has not been very well 
received by teachers docs not have to be 
specified. Over the years, they have got so 
accustomed loan atmosphere oflaxity and 
permissiveness that hardly any one stops 
to quc.sticn them either in regard to what 
they are doing or not doing. Most often, 
union prc.ssurcs are used only in one ex¬ 
clusive direction; to oppose victimisation 
which all the.se years has been a marked 
feature of the educational scene, and has 
not di.sappcarcdaltogether. But what about 
the vied misation of students, and the soct - 
cty asa whole? Hardly anybody views the 
issue in this manner. For reasons which 
arc not difficult to understand therefore, 
the performance of educational institu¬ 
tions has been declining. This commis¬ 
sion has unhesitatingly put its finger on 
one of the key spots and made out a strong 
ease for ensuring accountability. 

The general tendency is to blame the 
government for everything and for the 
authorities to “heap the blame for imper¬ 
fections and blemishes in the framework 
of educadon, cither on the disinterested 
community at large or at the colonial 
heritage". This is wrong. In this connec¬ 
tion, a telling comment is made, “each 
section of society has to be persuaded to 
take a took at ihc mirror and ask what its 
contribution could be to improve the mi¬ 
lieu” 

[Once a report has been submitted, it is no 
lunger a private document. Why should it lie 
difTicuIt to obtain its copies then? It took the 
author a couple of tetters and two telephone 
cat Is to procure a copy. It is for the West Bengal 
government to ensure that whoever wants a 
copy choiilH be able to •get it. Why must an 
enlightening document be kept under the 
wraps?] 


The government will have to be scrupulous 
and, at the same time, nithless, in enforcing 
rules and pixxredures so as to safeguard 
fairplay. If the authorities themselves set and 
demvinstratc standards of excellence and pro¬ 
bity, that would contribute immeasurably 
towards strengthening (he campaign against 
deviation from ethics on Ihc pari of sections 
of teachers and students, as well as, fur 
instance, governing nodies of private and 
aided institutions. 

Towards the end, two important points 
re reiterated. One is addressed to the 
.overnment. Over the next five years, the 
roporiion of overall financial education 
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Imperial Nostalgia 

Vinay Lai 

Fh** Raj: India and th** British 1600-1947, general editor C A Bayly; National 
Portrait Gallery Publications, London, 1990; (Illustrated), pp 432. $ 60. 


FOR nearly five months, between October 
1990 and March 1991, the National Por¬ 
trait Gallery in London was the site of an 
enormous exhibition on the raj. Indeed, 
the largest exhibition ever staged at this 
gallery, ‘The Raj; India and the IViiish 
1600-1947’, was accompanied by an 
equally large and rather unwieldy cata¬ 
logue hearing the same title. The task of 
general editor was, not surprisingly, en¬ 
trusted to C A Bayly, who some years ago 
ar.quired a reputation as a historian of late 
colonial India, and has in recent j'cars 
ventured not merely into the earlier his¬ 
tory of British rule in India, but into the 
larger realm of British imperial history in 
general. Bayly’s monographs on modern 
Indian hi.story sought to intfoduce subtle 
but nonetheless transparent variations on 
the crudely wrought theme of Indian na¬ 
tionalism as ‘animal politics’ for which he 
and his colleagues at Cambridge (now 
scattered in numerous places) became 
known. Although The Raj incorporates 
the contributions of numerous scholars, 
and in particular arresting essays by 
Rajnarayan Chandvarkar, John Falconer, 
and Christopher Finney, it is largely the 
work of Bayly, and of a piece with those 
works which carry the imprint of his name. 

Bayly’s volume is divided into four 
sections: each section is prefaced by one 
or more essays, followed in turn by dozens 
of exhibits. The references are, in many 
cases, quite invaluable, and every student 
of Indian history, whether a novice or an 
accomplished scholar, will find some tid¬ 
bit or the other that amuses or instructs. 
The Raj has several hundred illustrations, 
many in resplendent colour. In short, no 
effort appears to have been spared to make 
the volume as attractive as possible, and 
this is what makes it all the more insidi¬ 
ous. As the text does not leap from the 
pages, it is all the more easily used to 
reinforce a certain way of writing modern 
Indian history that should have been bur¬ 
ied long ago. 

The foreword by John Hayes, di rector of 
the National Portrait Gallery, sets the tone 
for the entire volume. “East is east and 
west is west”, asserts Hayes, and for good 
measure adds that “this familiar adage has 
a distinct measure of truth to it” [p 9]. He 
points out thar rhe exhibition explores a 
‘noble theme’, which he identifies as “the 
long relationship between the peoples of 
one of the great ancient civil isations of the 
east, largely Hindu but part Muslim, and 


the representatives of a vigorous western 
trading nation” which developed “one of 
the most remarkable adminisiration.s— 
cfficientandevangelising—since the hey¬ 
day of the Roman Empire”, What makes 
this relationship ‘noble’, and for whom 
was a relationship that was wholly in- 
egalitarian, built on invidious not to men¬ 
tion oppressive race distinctions, ‘noble’? 
Is it ‘noble’ because there is, as ihc whiff 
of longing for the raj amply demonstrates, 
an air of ‘romance’ about this ‘relation¬ 
ship’, the romance of buccaneers, swash¬ 
buckling heroes, pigsticking sportsmen, 
and empire-builders? As if the essential- 
ism between Ihc ‘east and the west’ were 
not enough, the ‘ancient civilisation’ of 
India is at once grounded in religion, 
‘largely Hindu but part Muslim’, religion 
being the very essence of India in orientalist 
and indological discourse. ITie ‘trading 
nation’, England, was indeed ‘vigorous’ 
in the pursuit of empire, and rather mod¬ 
ern in its techniques of governance, but 
the resonance ‘vigorous’ acquires here 
comes from the contrast with an ‘ancient’ 
civilisation that, to make the implication 
explicit, was ainstrued as ‘effeminate’ 
Having characterised this rule as an ‘ad- 
mini.stration’, thereby endowing it with 
the sanctity of a governmental apparatus 
that seeks only to ‘improve’ the life of a 
dejected people suffering from the weari¬ 
ness of inertia, Hayes leaves it to the 
historians to show bow ‘remarkable’ was 
the British epoch of Indian history. 

Bayly’s own ‘Preface’ is scarcely more 
satisfying: ‘resistance’ and ‘co-operation’ 
emerge [p 11], as they have in many other 
histories, as the twin themes of British 
dominion in India, although we have to 
ask what kind of 'co-operation ’ and ‘ resis¬ 
tance’. The history of modern India used 
to be written as the history of ‘collabora¬ 
tion’: the only kind of ‘resistance’ that 
was acknowledged was the ‘resistance’ of 
‘elites’, and as this was shown to be yet 
another form of ‘collaboration’, ‘resis¬ 
tance’ was made into an impotent idea. 
After the interventions of recent years, 
embodied principally (though by no means 
exclusively) in the writings of the ‘Subal¬ 
tern’ historians, ‘resistance’ has become 
less easier to ignore. Indians appear now 
as ‘subjects’,endowed with, ifwe may put 
it this way, a self-fashioning ‘agency’ 
Bayly’s ‘noble’ contribution here is to 
affirm the place of ‘agency’, so that Indi¬ 
ans, instead of simply being acted upon. 


become willing partakers in their own 
oppression. “Whj(l no one now disputes”, 
writes Bayly, “is the extent to which the 
nature of British dominion was shaped by 
Indians as much as by Briti.sh people, and as 
much bv their CO tipciaiion as by their resis¬ 
tance" Ip 11]. One would imagine fritmthis 
thai ‘co-operatitin’, or what is otherwise, 
and more frequently, called ‘collaboration’ 
had never previously been the leitmotif of 
historiography on colonial India! 

The catalogue, as Bayly goes on to point 
out, tells a story, a story that he attempts 
to capture in this pronouncement; “’The 
l:ast India Company suppressed open war¬ 
fare, unified the subcontinent and intro¬ 
duced a new legal sysem" [p 11) Since no 
one doubts that the suppression of ‘open 
warfare' is a good thing, and since the 
other accomplishments stand in opposi¬ 
tion to it, one mast suppose that the unifi¬ 
cation of the subcontinent and the intro-, 
duction of a ‘new legal system' were like¬ 
wise commendable achievements. These 
claims a'e not really subjected toanalysis, 
merely rehearsed and reiterated, so that 
again wc read [p 130): “The open warfare 
of the 18th century was suppressed and 
new courts of justice were established”. P 
J Marshall, however, in his essay in this 
volume on the British presence in India 
until the death of Tipu Sultan in 1799, 
admits that “it now seems difficult to 
portray I8th century India in general as a 
land plagued by disorders so serioas that 
they brought about a marked deterioration 
in economic conditions and thus com¬ 
pelled Europeans to intervene in order to 
maintain their trade” [p20]. It is Marshall's 
argument that Bayly must reject, if Brit¬ 
ish rule is not to appear as, to use his own 
word, altogether ‘superficial’. If the 'con¬ 
querors’ did not achieve much more than 
the suppression of ‘open warfare’, and the 
establishment of ‘ new courts of justice ’, it 
is because they were “dependent on Indian 
clerks and .subordinate officials, and be¬ 
holden to Indian landholders or peasant 
leaders” [p 130], whose sole ambition 
appears to have been to thwart the British 
from bringing to glorious fruition their 
numerous designs for the moral, social, 
economic, and political ‘improvement’ of 
the Indian people. The ‘defective tools’ 
that the British worked with in India were, 
on Bayly’s acaiunt, largely Indians them¬ 
selves [p 130). Likewise, the ‘cultural 
arrogance’ of the Mughals is said to have 
contributed to the ‘long-term failure of the 
[Mughal] empire’ [p 47], but there is not 
the slightest recognition that the cultural 
and moral arrogance of the British, which 
was certainly not any less than that of the 
Mughal.s, played its part in the demise of 
the raj. 

British imperialism in India emerges, in 
Bayly’s narrative, as a reluctant imperial- 
i.sm We return, in The Raj, to the earliest 
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^iBttlatioQS ct the ‘Caiiihtidge school’, 
•s a4u|id>rat«(l in the writings of John 
Gallagher and Ronald Robinson.’nie“poli- 
tica of Indian states were the prime cause 
for the expansion of the British empire” i n 
the 1750s and 1760s fpp 91-92), and the 
“true reasons for British expansion”, sjiys 
8 ayly of the last quarter of the 18th cen¬ 
tury, “lay once again in the subcontinent 
itselP fp 152). We are to believe that had 
not their access to trade routes been threat¬ 
ened, and had not Indian rulers sought 
British intervention to re.solve disputes 
amongst themselves, the British would 
never have thought of acquiring an em¬ 
pire. However, once, willy-nilly, this em¬ 
pire came into their grasp, they found they 
could do a whole lot of good. The cries of 
starved children, the wait of the widow, 
and numerous bloodcurdling practices of 
religious ‘fanatics’ pointed to the need to 
eradicate such problems as famine, sati, 
hooh-swinging,and‘communali.sm'. Brit¬ 
ish artists tri^ to capture the ‘exotic* 
element in Indian customs, u.s for instance 
in Johann Zoffany’s large painting of the 
’Sacrifice of an Hindoo Widow upon the 
Funeral Pile of Her Husband’, but more 
exotic still is the representation of these 
‘subjects’ in Bayly’s voluihc. Thus, on 
pages 222-22.1 of The Raj, wc have im¬ 
ages, all jumbled together in a jolly good 
show, of an ascetic smoking a hookah, 
another sannyasi looking rather gruesome, 
an idealised sati, and spectators observing 
hook-swinging. These pages are not ex¬ 
ceptional, but merely more indicative of 
the conception that governs the entire vol¬ 
ume, which aims to introduce us to the 
breathless panorama of Indian life under 
British rule. 

By meansof legislation the British could 
perhaps hope to deal with sati, hut what of 
famine? Bayly admits that the policies of 
the East India Company contributed to the 
famine of 1769-70 ‘indirectly’, but what 
is meant by this is unclear, for revenue 
demands were not lowered during the fam¬ 
ine [pp lOS, 11.1). He notes that the exten¬ 
sive canal systems did not greatly reduce 
the impact of famines in the early 19th 
century, but apparently by the early 20th 
century famine had abated, with “the ex¬ 
ception of the terrible man-made Bengal 
famine of 1943" (pp 198, 200). Just how 
‘exceptional’ this famine was can be 
gauged by the terrible statistic that jumps 
out from the annals of history; three mil¬ 
lion dead. The famine was indeed ‘man¬ 
made’, but far from going into the ques¬ 
tion the responsibility of British adminis¬ 
trators for this catastrophe, Bayly merely 
adduces ‘poor transport’ as the cause of 
the famine [p 3.38], That such a famine 
could take place, after over a hundred 
years of supposed experience with man¬ 
agement of famines, presents a terrible 
ii^ictmenf of British administration, but 
no occurrence of this sort can be allowed 
to rupture the picture of the ‘noble rela¬ 


tionship’ that Bayly and the organisers of 
the exhibition were determined topresent. 
Anyhow, what could the loss of three 
million lives truly mean in acountry where 
people have .since time immemorial died 
like flics? Lest this seem like an exagger¬ 
ated rejoinder, it is useful to note how 
Bayly represents, again in the most fleet¬ 
ing fa.shion, the loll of life, and the ex¬ 
change of populations, in the wake of the 
partition of India. “Estimates of those 
killed”, writes Bayly, “range from 2,0(),0(K) 
to half a million and at least 10 million 
refugees fled", hut previou.sly we had been 
told that“ovcra million people were killed 
and tens of millions driven from their 
homes as new national boundaries were 
fixed" [pp 415, 413). I’rom 2,00,OfK) to 
half a million, and from a million to lens 
of millions; the.se Icapsappear to make no 
difference. Western scholarship on India 
has rarely been held to those standards 
that we have aime ioex|)cclin the study of 
European history. 

As must now be obvious. The Raj is a 
saccharine history of India Almost noth¬ 
ing is allowed to disturb the placid waters 
of the well of orthodox wisdom. The few 
unpicasantries in this account of a 350- 
ycar old relationship have less of a bearing 
upon British relations with Indians than 
they do upon how Indians interacted with 
each other, “Many of the fiercest conflicts 
of the 18th century”, writes Bayly, “were 
between Indian and Indian rather than 
between Indians and Europeans” [p 88], 
and ihisargumeai is extended for the 19th 
and 2()th centuries bs well, as Bayly’s 
allusions to ‘communalism’ amply demon¬ 
strate. Although ‘communalism’ is a holly 
conte.stcd subject, Bayly has no qualms in 
etching it unproblematically into the history 
of India. Ilisnotquile'kodi^, especially for 
a historian with Bayly’s formidable repu¬ 
tation, to bluntly characterise Indians as 
essentially communal-minded, but he can¬ 
not qui le hide his predilection for this ki nd 
of argument. The strategy adopted is to 
affirm that ‘communalism’ had a pre-his¬ 
tory in India before the consolidation of 
British rule, and then to pul this hi.story in 
doubt, so that he can then also appear as a 
disinterested and ‘objective’ historian. 
Thus, on page 226, we arc told that the 
celebration of religious festivals in the 
early nineteenth century often led to reli¬ 
gious altercations, but on the following 
page Urs ceremonies arc said to provide 
an “crftject lesson in the close interpenetra¬ 
tion of the themes and practices of popular 
Hinduism and Islam in India in the I9th 
century". “Most of India’s people lived in 
peace, if nut always in harmony", and at 
least in the early pericxi of Mughal .sover¬ 
eignty, “it is difficult to separate specifi¬ 
cally Hindu and Muslim traditions”. But 
no sooner Lsthisadmiited than Bayly goes 
on to a discussion of how Aurangzcb, by 
alienating “leading Hindus with his more 
rigidand Islamic court”, created the condi¬ 


tions for the dissolution of the Mughal em¬ 
pire (pp 49-50). How,'if‘Hindu’and ‘Mus¬ 
lim’ patterns of living were so closely en¬ 
meshed, could such supposed bigotry so 
easily find an operative space? What did 
‘Muslims’ have to say about Aurangzeb’s 
animosity towards ‘Hindus’? What did it 
mean to be a ‘Hindu’ or a ‘Muslim’? 

The pertinent question, as Foucault has 
reminded us, is not only one of whether 
certain discourses arc ‘true’ or ‘false’, but 
of the effects of such discourses. 
Aurang/.cb may indeed have been an Is¬ 
lamic zealot, and perhaps there is a pre¬ 
history of‘communalism’in India to which 
we must admit, but what discourses are 
we to construct around these ‘facts’, and 
what shall be the place of these discoursits 
in our histories? The ‘Subaltern’ histori¬ 
ans have asked, for in.stancc, what kind of 
place the discourse of ‘communalism’ 
occupies in the colonial sociology of 
knowledge, but it is preci.sely this ques¬ 
tion that Bayiy’s volume seeks to evade. 
There is a section on the ‘British Under¬ 
standing of India', but there is little sense 
here of the systematisation of knowledge 
under British rule, or of how the conquest 
of knowl edge became an i mperati vc of the 
state. Bayly appears to be less attuned to 
the politics of knowledge than the En¬ 
glishman, quoted by John Falconerin his 
essay on “Photography in 19lh century 
India”, who in 1863 pronounced that “the 
calotype, the curious tripod...taught the 
natives of this country that their conquer¬ 
ors were the inventors of other instru¬ 
ments beside the formidable guns of their 
artillery, which, though as suspicious per¬ 
haps in appearance, attained their object 
wi ih le.ss noise and smoke” [p 264). Chris¬ 
topher Pinney, in his essay on colonial 
anthropology, likewise shows a keen 
awareness of how science became the 
handmaiden to colonial administration. 
But in general ‘political’ readings are 
avoided by the contributors to Bayly’s 
volume, and indeed someone like G H R 
Tiilotson, in bis essay on British land¬ 
scape paintings of India, even passes stric¬ 
tures against ‘political’ readings, for the 
‘ preferences’ of British artists for the pic¬ 
turesque were, in his view, “inspired pri¬ 
marily by an aesthetic habit” [p 151). 
There is, of course, a politics to the alleged 
lack of validity of ‘political’ readings. 

The Raj belongs, in its own way, with 
1 hat stream of works from the 17th century 
onwards which saw India as a land of 
exotici.sm. Fakirs and famine-struck bod¬ 
ies do not giVe a rounded picture of ‘ex¬ 
otic India’, and indeed what would ‘exotic 
India’ be without the bejewelled, effemi¬ 
nate, and obese princes whom the British 
first reviled and were later to cultivate as 
India’s ‘natural ’ aristocracy ? These princes 
play more than their part in Bayly’s vol¬ 
ume; they inform the entire history, and 
not insignificantly the only full-page or 
otherwise large portrai Is of Indians in The 
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are of princes. (The front cover itself 
reproduces a portrait of maharaja Dalip 
Singh in magnificent colour.) Countless 
times before the history of British India has 
been reduced toa histoiy of few * great men*, 
and thisrather impoverished approach domi¬ 
nates The Raj. Even in this respect, the 
selection is partial, for we hear a great deal 
more about Hastings, Clive, Tipu Sultan, 
Ranjit Sngh, and other Indian princes than 
we do about the later Indian nationalists in 
the 20th century. The foreword by Haynes 
had promised that the exhibition (and cata¬ 
logue) would endeavour “to see the British 


THIS informed essay is about the perva¬ 
sive business of lying at. both the official 
and corporate media levels. In short an 
incisive analysis of how tens of millions 
are bamboozled by the news television 
programmes they see, the newspapers they 
read, and the radio broadcasts they hear 
by an odiously unaccountable leviathan 
that is the corporate media. Its central 
theme is the US media, but third world 
readers and others will recognise that its 
analytical framework on the global corpo¬ 
rate media oligopoly stretch beyond the 
confines of Clinton’s USA. Its essential 
workings is seen in the propaganda-mak¬ 
ing and distribution engine, but more 
surreptitiously by the calculated distor¬ 
tion of words. 

llie first part deals with the decoding of 
news in an age of propaganda; the second, 
the first of its kind to the best of my 
knowledge, is a doublespeak dictionary 
for the 1990s of which the Regan/Bush 
cabal and its grovelling media had scaled 
the highest pitch of doublespeak, 
doubletalk and the doubiecross. 

Simplicity in modes of expression, lu¬ 
cidity in argument and American scholar¬ 
ship are invariably at daggers points. In 
the case of Edward Herman, of the Wharton 
School of Finance of the University of 
Pennsylvania, this is a felicitous excep¬ 
tion. It is mandatory reading for those 
yearning to understand how their visual 
and printed news is slanted, concocted, 
corrupted and administered for sinister 
political ends. Its focus is doublespeak, 
the travesty of words by implicit redefini¬ 
tion and other pathological deformations 
of corporate verbal terrorism of the most 
brutalising species. 

What Herman has in mind is no more 
clearly dramatised than in the daily mis¬ 
use of certain buzz words and sonorous 


from the Indian pdnt of view*' {p 6 ). Not 
only is this promise not kept, but the very 
opposite transpires: Indians are for the most 
part written out of history. 77ie/fa;islikcthe 
architectural photography in ihe 1860s of 
David Lyon, of whom Bayly says that “he 
stationed Indian employeesout oj sigArhut 
holding reflectors, in o^r to light the long 
corridors found'in some southern Indian 
temples" [p 272; emphasir. added). That is 
all that Indians are rerJIy good for in 
Bayly’s volume: for holding the lights which 
would illuminate the greatness of the 
raj. 


moral platitudes to which we are daily 
bombarded. Let usstart off with the desig¬ 
nation ‘conservative' now currently ap¬ 
plied to ail shades of opinion opposed to 
Yeltsinand hisG-7 handlers. Doublespeak 
bludgeons us into believing that he is the 
saviour of ‘democracy*, ‘human rights', 
words noble in themselves, but which in 
their current corporate usage have been 
reduced to triviaiised babblings. 

At first sight it may appear that these 
verbal antics are comical, but their strata¬ 
gems are more malevolent than such i nno- 
cent word play may suggest. If Yeltsin’s 
adversaries—not to speak of l^nin, Mao, 
Ca.stiu, and Ho Chi Minh—are branded 
‘conservatives’ then in what barrel should 
we shovel a Reagan, a Bush, a Major and 
a Thatcher? Obviously, we perceive that 
reason has been unceremoniously shoved 
overboard. Another fatuous cliche of 
doublespeak, and one deployed in the same 
semantic breath, is that of ‘market re¬ 
forms’. 

For these verbal embezzlers there is no 
need to probe the historical, social and 
class foundations of markets and market 
power. Adepts of doublespeak abhor ob¬ 
jective analysis; their overriding stance is 
the ideological justification of their class 
status, and the dual forces of doublespeak 
and state terrorism that underpins it. A 
vintage illustration is highlighted by that 
buffoon of The New York Times, William 
Safire, when he pontificates that only the 
‘market’ is the guarantor of your freedom, 
“base your changes on the inexorable work¬ 
ings of the law of supply and demand, 
make its freedom work for you”. That 
unqualified morsel of doublespeak crap 
would be laughable were it not so tragi c. It 
is engineered to drill into the reader’s 
skull Goebbel's dictum that the big lie 
repeated a thousand times is transmuted 


into truth, the salient trail of doubleap^^ 
is the ability to lie, consciously Or unoon* 
sciously, and to get away with it; it in¬ 
volves the grand scale technology of the 
superlie, and the masterly capacity to 
choose and select facts that meets the 
political imperatives of imperialism. 

Double-speak requires more com(riex 
tools of communications, in contrast to 
the older forms of imperialism that found 
no compulsion to dress their naked acts of 
genocide in the garb of ‘human rights’. 
Here the exquisite candour of Lord 
Bcaverbrtmk, the vaunted baron of Fleet 
Street’s tabloid yellow press, is irrelevant, 
who once quipped: “1 buy and own news¬ 
papers to make propaganda for Ihe causes 
I champion." In Heaverbrook’s stance it 
was superfluous to rationalise the geno¬ 
cide of British imperialism by calling it 
humanism. This is one of the marked 
qualitative changes between the old and 
new corporate media control. There is no 
imperative for such justification by the 
husilersof doublespeak today as they have 
arrogated unto themselves the supreme 
moral virtues of what they still have the 
temerity to label the pluralism of demo¬ 
cratic practice; but in reality is tantamount 
to Ihe singularism of undemocratic it- 
pre.ssion. 

Contrary to the egregious myth, sup¬ 
pression of dissent has always been a 
central fact of the dominant manistream 
US culture. There can be no niche for 
anything remotely construed as threat!^ 
ing the system. Effective deviance is cl^ 
cumscribed by the drive of money power 
and the dynamics of profit. In addition to 
a ubiquitously repressive climate that has 
marginal tolerance for deviance, a no less 
insuperable constraint on speech freedom 
is dissenters’ lack of access to the mass 
media, and thus to Ihe general public. 
Freedom of such legendary deviants as 
Herman, Noam Chomsky, Paul Sweezy, 
Harry Magdoff, Claude Cockburn—their 
names could be counted on ten fingers^— 
is that their freedom is a personal one with 
miniscule social signi ficance. Fleeting ac¬ 
cess to the media is one thing, permanent 
intrusion another. 

Perot, the maverick billionaire, grasped 
the all-embracing tentacles of money-me¬ 
dia power when he proclaimed with hi| 
ebullient clarity that he was able to fight 
the BushA^linton machine, and the whole 
traditioisal political caboodle“becBuserve 
got Ihe money to do it”, in itself a ghastly 
commentary on the diseased state of 
American politicking. And so he proceeded 
to bankroll his own campaign to the tune 
of over $ 80 million. “I 've thrown my hat 
into the ring because 1 know, and the 
American people know, that Ihe name of 
the game in politics is big money; its big 
money that gets you the juicy pickings; the 
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fatter the money the fatter the stakes.” 

This, indubitably, is one of the most 
profoundesi utterances ever formulated 
on the roller-coaster carnival of American 
politics that insists on calling itself demo¬ 
cratic; indeed what we arc seeing is a 
swindler’s slight of hand; doublespeak. 
Perot is neither deviant nor dissident. He 
is an acknowledged cog of the big corrupt 
machine. Such Tammany-honed pros as 
Ciinton/Bush and their political touts knew 
that he was one of them. The verbal 
shadow-boxing was an integral part of the 
doublespeak showbi/. 

in his grand collaborative work with 
Noam Chomsky, Manufacluring ( onsent: 
The Political Economy of the Mass M edia, 
they had delineated to what measure me¬ 
dia control and ownership was dominated 
by a tiny minority of media oligarchs of 
which Turner and Murdoch—both Ameri¬ 
cans—are prime celebrities C^orporale 
doublespeak is reinforced by the ideologi¬ 
cal propensities of corporate advertising, 
(he big bonanza, now running in the US 
alone, at over $3(10 bn yearly. Revenues are 
not the only mainsprings of hyper-profits 
and survival for the arrporate advertising 
phalanx. The corporate media has never 
dissimulated their natural points of anchor¬ 
age with the White House, the Pentagon, the 
state deparment, the CIA and British intel¬ 
ligence that have never ceased to preen 
themselves as the supreme embodiment of 
their pathological versions of human rights. 

The symbiosis between the organs of 
repression and the corporate media re¬ 
quire no guidelinc.s: they arc implicitly 
understood by media functionaries. Rebels 
and other non-conformist journalists arc 
excluded from normal news sourcing and 
processing so that freedom of speech is 
wholly compatible with barriers to views 
deemed menacing to the existing power 
complex, and the celebration of stale ter¬ 
rorism. 

The big lime names in journalism that 
one encounters, for example, in The New 
YorkTimes, The Washington Post and The 
International HeraldTrihune (al I of which 
are corporately inter-connected) have little 
room for manoeuvre. And indeed there is 
no reason why they should. Pulitzer prize¬ 
winners are not selected on the basis of 
literary merit and research capabilities 
despite public relations baloney to the 
contrary, but in relation to their loyalties 
to the organs of doublespeak. Journalists 
within the media web work within the 
limits nailed down by the corporate mar¬ 
ket system. Thetr pickings are delectable. 
It is not surprising that Rosenthal, the 
Israeli representative on The New York 
Times boasts an income of over $ 100,000 
a year. As a leading British newsman 
privately acknowledged, “We’ve got to 
eat, got ic pay the mortgage on the house. 
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got to pay the school fees, support a 
family which means we've got to under¬ 
stand the world in which we live.” Trans¬ 
lation: effective pluralism is for the birds. 

Marginalisation of dissent has been but- 
tresvsed by the colossal centralisation and 
commercialisation of the mass media. The 
same doublespeak juggernaut that rolls on 
in the US is no le.ss cruelly discernible in 
western Kuropc and Japan, and in the 
capitalist segment of the underdeveloped 
world. Demolition of public sector TV and 
privatisation have swelled the grab-bag of a 
fcwmcdiamoguls.andexponentiallyboosted 
media concentration. This is compounded 
by the total subservience of commercial TV 
on adverli.sing and hence its enslavement to 
the mcga-billion dollars of the advertising 
giants It has thus become more amenable to 
government cajoling, virtually blockingout 
any tremors of dis.sent. 

The class power structure that shapes 
media choices is neatly formulated in what 
the author designates as ‘a power law of 
access’ and ‘an inverse power law of truth¬ 
fulness’ . The first law says that the greater 
your economic and political leverage, the 
easier your accc.ss to the mass media; the 
less your power, the more difficult your 
accc.ss. At a certain point on the declining 
power scale, access falls to zero. The 
validity of these laws is exemplified by 
the Gulf war, more dramatically by the 
sheer power of Perot’s moneybags. 

The demise of the cold war and the UN’s 
tragic a>lonisation by the US and its ven- 
tril(X]uist dummies in the security council, 
the UK, Prance, and Russia has blazed 
new vistas of control for the imperial 
doublespeak machine. The US foreign 
policy no longer mainly requires stale 
deparment alibis I'hat job has been pushed 
on to another class of international do¬ 
mestics Boutros-Boutros (ihalli and the 
shuddering domesticated UN bureaucracy 
has prodigiously enhanced the musclesof 
imperialism TheUNs colonisation, how¬ 
ever, commenced well before the U.SSR’s 
crumbling and the chain reaction of events 
in 1980. In 1984, the USdeg'uttedUNP.SCO 
with its representative in Paris brandish¬ 
ing his ultimatum “that UNSPSCX) had 
better shape up or ship out" It has now 
done so with exemplary servility. This 
was synchronised to the declaration, obe¬ 
diently bellowed by all the frontmen of 
the (i-7 that the New World Information 
Order (NWIO) destined to yield the third 
world a fundamental freedom of choice in 
news aiverage and interpretation was im¬ 
mediately butchered. The butchery was 
executed under the phoney pretext that 
“the NWIO was nothing more than a po¬ 
lice .state rfionstrosity whose essence was 
government control of the media”. ITic 
obvious model to be emulated was that of 
the impeccable moral credentials of the 


US. UK, Germany and France, precisely 
the exemplars of Big Capital whose bil 
lionaire controlled media was dedicatee 
to the promotion of human freedom as t 
matter of high principle. 

The triumph of this claptrap, menda 
cious as it was and still is, was but i 
ghastly portent of things to come as the US 
spokesmen in the Reagan/Bush cabal anc 
the Heritage Foundation reminded us witi 
each pas.sing day. There were others o 
course that joined the chase, conspicu 
ously the Thatcher stooges in the tabloic 
media. With the hijacking of the Unitet 
Nations and the Security Council by th< 
gang of four, as they arc now dubbed b) 
the less boot-licking sorts of UN civi 
servants, there is no more need for alibii 
and cover-ups. The UN and its agencie: 
arc now to be numbered among the primt 
players in the macabre game of double 
speak. The odiousness of the corporate 
oligopoly and its advertising behemoth: 
has multiplied phenomenally over the las 
five years. This is not the end of the road 
Crimes in violation of international law 
have ceased to exist. Israel’s cxpulsior 
(the word misused to describe this crimi 
nal act is deported) is slurred over o 
better still distorted by the media. 

Obviously, the oligopoly’s power is no 
merely circumscribed by the ownership 
and control of print, television and broad- 
casting news in the advanced capitalis 
economies but now extends, as a perfunc¬ 
tory visit to east Europe and Russia re¬ 
veals, to vast new territories, not least tht 
underdeveloped segment of the work 
economy. Its pervasiveness is manifest ir 
the burgeoning information and satellite 
television technologies joined to the in¬ 
exorable march of media concentration 
The news hook-up between the BBC Newt 
Service and the American ABC televisior 
network is indicative of the forces at work 

There is no need, however, tor pessi¬ 
mism. As Herman emphasises, history 
knows no end and thus can never be i 
process of fixity and permanence. In words 
that that we must cherish he reminds us: 
“The ‘cry of the people’ in the third world 
has not been heard in the west; but the 
explosive uprising, when i t comes, may be 
beyond the repressive capabilities ol 
Cilobocop and its public relations system. 
The unshackling of the ‘mere gooks' and 
‘mere Arabs’ is the future task of histori¬ 
cal change, which brings its own sur 
prises.” A final wend. This work, and 
others of its kind, as we would expect, 
would have been spurned by any of the 
giant publishing houses. We owe a big 
debt to the South End Press, a non-profit, 
collectively-run Nxik publisher devoted 
to the politics of radical change which has 
had ihe guts to publish this memorable 
achievement. 
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New Economic Policy and Technological Change 

Towards New Initiatives 

Vinod Vyasiilii 

Society which funds research and development has certain riyhts—it is a stakeholder. Innovations and their applications 
keep society growing, dynamic and competitive and help in Improving people s welfare over time. In regard to patents, 
the issue of proportion among the different stakeholdery -the inventor, the consumer, the manufacturer and the society 
at large—has to he carefully and rationally addressed I he theory of common property resources gives us a framework 
in which a balance can he .struck among the interests of the different stakeholders. I his is also an area where game theory 
and the work of public choice theorists can be imaginatively applied. 


That Frog he grinned a grin of glee. 

And hit hia cheat a thump. 

"O Pig", he said “be ruled by me, 

And you shall see what you shall sce 
This minute, for a trifling fee, 

I'll teach you how to jump", 

— Lewis Carroll 

IN re.sponse to the balance of payments 
crisis, a number of reforms were initiated 
in the Indian economy in luly 1991 There 
has been a great deal of debate among 
economists (and others) about the merits 
and otherwise of what has come to be 
called the New Economic Policy'—the 
NEP. Just as equity has not been a major 
concern of this NEP,^ neither, explicitly, 
has technological change been one of the 
centra! themes of this debate, except in 
passing in connection with the TRIPs and 
TRIMs being discussed in the Uruguay 
Round Negotiations of the GAIT in 
Geneva.* Unfortunately, however, these 
discussions give the impression that the 
issue of TRIPs and TRIMs and the eco¬ 
nomic policy changes are two separate 
things; that the GATT matters are inde¬ 
pendent of the economic changes under¬ 
way, whereas they should be seen as an 
important aspect of such changes. The 
NEP is meant to globalise the Indian 
economy; and the Dunkcl proposals deal 
with the conditions under which such 
globalisation can now take place. Hence 
the need to analyse them together. 

The objective of the NEP is to put the 
economy on a high growth path by bring¬ 
ing about the necessary structural adjust¬ 
ments.* In thisstrategy, an important place 
has been assigned to growth in exports. 
Quite fairly, the NEP may be described as 
one variant of a cl ass of export -led growt h 
strategies, rather than a growth-led export 
strategy, i e, a strategy aimed essentially 
at economiegrowth in which export growth 
is a consequence. And in order to help 
increase exports, it is argued that it is 


essential to upgrade qual i ty and modern ist 
technology. Hence the ‘opening up' of the 
economy from rcsiriction.s on import of 
foreign capital and technology. In order to 
bring in icchnology, ii is considered ncc- 
c.ssary to remove restrictions on owner¬ 
ship, etc This explains the need to dis¬ 
mantle laws like the MRTPA and FHRA. 
Once these changes are made, foreign 
investment is expected to go up, modern 
technology to enter the country freely and 
a revitalised Indian economy is expected 
to compete in world markets. In the words 
of the managing director of the IMF, this 
is the process of ‘tigcrisaiion’ of India. 

In this context, there have been debates 
on the stand taken by the former US trade 
representative, Carla Hills, and her threats 
under US laws known as Super .sOl and 
Special 301 to impo.se punitive tariffs on 
Indian products, on two occasions, India 
has even been put on a ‘hit list’, 'fhesc 
laws enacted by the US (’ongress_ are 
meant to protect U S patents and to open up 
foreign markets to US firms, they are not 
international treaties, fhey arc being used 
in part to pressurise India to accept the 
GAIT proposals on intellectual property 
rights. This would require drastic changes 
in Indian patent law as India is not a parly 
to the Paris convention but has its own 
law, enacted after much deliberation.* And 
it would require major policy shifts—for 
example, lif^e insurance is nationalised in 
India. We would have to open up this field 
to foreign companies. (In the 93-94 bud¬ 
get, the finance minister has proposed 
selling up a committee to examine the 
structure of the insurance industry, taking 
the first step to politically initialing this 
change ) Thus, both TRIPs and TRIMs 
would require major changes in Indian 
policy and Indian law. The NEP S(.i far has 
not taken all these steps. 

The fact that a comprehensive ‘compro¬ 
mise’ document on these complex issues 
has been put together by (he secretary 


general ol the (iA IT—Arthur Dunkcl— 
and placed licfore the developing world on 
a take 11 or leave it ba.sis, has not helped the 
Uehaie Many have reacted angrily to Ihe- 
irapltcii arrogance involved. These pro¬ 
posals, covering all the issues being dis¬ 
cussed in the Uruguay Round, are, on 
balance, clearly tilled in favour of the 
developed countries. It is the commercial 
and trade aspects that dominate the pro¬ 
posals. Whatever the rhetoric about 'sell 
out’ and ‘sovereignty’ or what not, these 
decisions have to be taker, by a govern¬ 
ment that we have pul in office by a 
democratic, constitutional process; and to 
that extent we too are responsible. It is 
di.spassionatc analysis and not anger that 
is needed in this situation. We have to 
exert political pressure on the government 
and on parliament and ensure that our 
national interest is protected, 

'I'his question of national interest may 
require some introspection. Clearly, eco¬ 
nomic growth is good for the nation. Butis 
economic growth alone enough? If not, 
then what more do wc need? In earlier 
years, India stood for ‘growth with .social 
ju.stice’ Do we now give upsocial justice? 
Oi do wc act on the presumption that 
growth will lead to greater equity in due 
course ' Or do we replace ‘social justice’ 
with .some other clearly defined notion of 
.social welfare or equity? If so, what? 1 
submit that we cannot give up equity alto¬ 
gether.''At a minimum, we must take into 
account the needs and views of at least a 
simple majority of people in the country if 
our claims to being a democracy are to 
have any .substance at all. If that majority 
lives below the poverty line, then, apart 
from the economic, the moral argument 
for ameliorating their lot is a powerful 
one. The need to better the lot of the poor 
IS clear, and imperative, and must be part 
of any policy in India There may, of 
cour.se, be differences on how this must be 
done. C:icarly, there arc important and 
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comptex matters here that merit deeper 
analyius. But that is another story. 

There are two contrasting value posi¬ 
tions at the base of what is going on today. 
The economy because of government fi¬ 
nances was in a crisis by 1990,^ and re¬ 
forms were needed—on this there is little 
dispute. Agreement on the need for reform 
does not imply agreement on the causes of 
the crisis. Agreement on the need for 
changes, does not, clearly imply agree¬ 
ment on either the type of changes needed 
or the sequence in which thing must be 
changed or the speed with which such 
changes arc to be made. There is plenty of 
scope for discussion. The government as¬ 
sertion that there is no alternative to the 
NEP is simply not correct. 

The other point of view also stresses the 
importance of deregulation, of disman¬ 
tling the ‘baburaj’ of licences and controls 
that had grown to gargantuan proportions. 
It cautions against an indiscriminate and 
immediate globalisation of the economy; 
domestic reforms must come First.' The 
public sector enterprises need basic re¬ 
form as does banking and agriculture. 
This view stresses the importance of a 
good publicdistribution system and effec¬ 
tive investment in social services, espe¬ 
cially health and education. It sees part of 
the remedy in decentralisation—to the 
district and panchayat levels—as an es¬ 
sential step in such deregulation.” It 
stresses the need for strategic planning by 
the state, the setting of priorities and the 
creation of a facilitative environment, as 
contrasted to the earlier regime of every¬ 
thing being done by the government. It 
emphasises the importance of equity in 
the process of adjustment and reform, not 
merely the need for growth. It is accepted 
that structural adjustment is painful; but it 
argues that the pain be shared, especially 
by the well-off. It argues that the path 
chosen by the government in the NliP 
places the burden squarely on the poor— 
the inflation in the price of food articles is 
cited as evidence of this. In addition lo 
getting prices right, it is important to get 
state intervention right. 

What 1 find disturbing in the govern¬ 
ment pronouncements is the rhetoric of 
‘free markets'. They are talking of creat¬ 
ing an environment, where competition is 
the key and the consumer the queen. The 
consumer has a choice of goods and by her 
choice of what is to be bought and what is 
not to be bought, she can make or break 
companies. (Yes, companies like 
Hindustan Lever refer to the consumer as 
‘she’; clearly they are gender sensitive!) 
The central idea projected is that, in all 
circumstances, the free m-i.'kel is efficient 
because it is assumed that there will be a 
larger number of buyers and a large num¬ 


ber of sellers. Those who do not sell their 
gorxis at acceptable prices will fall by the 
wayside, while the more enterprising and 
efficient ones will grow. This is the (simple 
minded) logic by which a large number of 
reforms are brought into play. And this is 
the logic explained in the undergraduate 
textbooks of economics. It abstracts a 
great deal from the comnlcxity of the real 
world. At the ground level, things seem to 
workdifferently . Professional economists 
cannot wish away tbisfact; and an uncritical 
acceptance of the logic of free markets 
needs to be challenged. 

The question to ask is; in order to import 
all that we require, what is it that we can 
set I abroad? There is one school of thought 
which says that our main advantage being 
in agriculture, we must try to export more 
of agricultural products, it has been indi¬ 
cated by B S Minhas, that we can export 
agricultural goods worth OS $ 2 billion a 
year.'" Without questioning this Figure, 
we can easily guess that one immediate 
fal l-out of this policy wil I be a sleep rise in 
the domestic prices of essential food ma¬ 
terials and that has its own consequences 
Minhas has dealt with these issues in de¬ 
tail; his logic is powerful. 

In the agricultural sector, we are not 
(yet) so dependent on foreign technology. 
Our farmers have been growing crops for 
years and with some more support the 
yield can (perhaps) be augmented, pro¬ 
vided the current proposals on agriculture 
in the Uruguay Round negotiations of the 
GAIT do not legally erect barriers, e g, by 
giving multi-national companies a mo- 
nopol y in prcxluction of seeds as a result of 
the proposal to patent even life forms, 
which is not al lowed by law i n India." But 
even if that does happen, it is not impos¬ 
sible that output increases take place, in 
alliance with agribusiness corporations, 
on terms that may not be the most 
favourable to the farmer. But politically, 
this may not be a realistic option. 

Therefore if we cannot rely on the ex¬ 
port of agricultural goods, we have to fall 
back on the export of industrial goods. 
When it comes to industry, the production 
has to be ba.sed on mixlcrn scientific knowl¬ 
edge, on ever changing technology and 
ongoing R and P efforts. One must also 
have the ability to respond to the changes 
in the market scenario. But it is here that 
our vulnerability becomes quite obvious 
since''we have today an indu.strial system 
where nearly everything is made with for¬ 
eign collaboration, whether hi-tech or low- 
tech." 

It is well known that one of the condi¬ 
tions of siuch foreign collaborations is that 
the goods produced with such technology 
in India will not be allowed to cut into the 
collaborating firm’smarketsinother coun¬ 


tries. Even if this restriction did not exist 
(and it does), it may not be possible for 
Indian industry to tap foreign markets in 
such cases. We have got the know-how, 
but not, I fear, theknow-whyortbe design 
and development capability which is es¬ 
sential if a Firm is to respond quickly to 
market changes. I cannot think of a (non- 
traditional) product that is made without 
collaboration. I cannot think of areas 
where, starting with imported know-how, 
Indian R and D has developed the process 
further to improve quality or develop new 
products for the local market, let alone the 
foreign one. In fact, our industry is proud 
to advertise that shaving blades are made 
with Swedish collaboration or shoes are 
made with Italian know-how or pressure 
cookers with American technology and so 
on ad museum. I wonder if there is a non- 
traditional product based on technology 
resulting from Indian R and D that is 
available in our markets. If this be the 
.scenario, I do not sec really, what isit that 
we can sell abroad, in order to buy our 
essential requirements (like petroleum 
products) from the foreign raarkel.*To my 
mind, this is the crux of the present prob¬ 
lem 

'I'he question is not whether we should 
participate in international trade or not. 
We should. It is whether we can identify 
those few, may be half a dozen, areas of 
industry, in which we can compete suc¬ 
cessfully in the foreign market. The abil¬ 
ity to do that would depend upon our own 
resources. This does not mean natural 
resources alone since countries like Swit¬ 
zerland and Japan, with very limited natu¬ 
ral resources, are (really) the world lead¬ 
ers in many sectors of industry. Switzer¬ 
land, without any iron ore or coal, is a 
leading nation in machine tools or drug 
manufacture; Taiwan in computer periph- 
ciuls, Thailand in garments and sports 
gotxls; while Japan has established i.tself 
in so many areas that it is difficult to pick 
just one or two. 

We need to train our manpower re¬ 
sources in such a way that we can reach 
international levels of technology and 
quality in some fields and gain a reputa¬ 
tion in exports," We have to look to 
competitive advantage rather than com¬ 
parative advantage. For that, however, we 
need a cluster of firms in the concerned 
industry that oimpctc in the domestic 
market; we need a domestic market as a 
base; we need firms working in related 
areas of technology; and we need an in¬ 
dustrial culture that invests reasonable 
amounts in Research and Development 
constantly. These are the insights of em¬ 
pirical research." 

Let us now sec what we in India can 
make. Our mistake in the past was that we 
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incu lu iiiaiic cvciyiiiiiig. wniic ii is dui 
impossible, the costs would be astronomi¬ 
cal and hence we cannot compete with 
others who specialise. We must concen¬ 
trate where we have a competitive advan¬ 
tage. If it is in software, as we arc often 
told, then let us get our act together and 
take on the task seriously, llie exports in 
the relevant fields should be brought to¬ 
gether in a congenial environment and 
encouraged to work. An earning of Ks 400 
crore from software exports in 1992-93 is 
just not good enough. What is lacking? 
What has to be done, and who can do it? 
And soon. If it is in the peaceful applica- 
tionsof space technology—satellites, tele¬ 
communications and the like, let us pul 
our resources together ti 11 we succeed, and 
not repeat the tragedy of the fertiliser 
industry, where our technological compe¬ 
tence was dismanded by ourselves.'* If it 
is in leather products, once again it is 
important that we leave no stone unturned 
in our effort to become the best in the 
world. Such areas of potential have to be 
carefully identified and nurtured—as Ko¬ 
rea did.’’ Who would have believed, 20 
years ago, that Korea would lead the world 
in steel-making and ship-building? It is the 
result of painstaking efforts—an example 
of the right kind of planning by the gov¬ 
ernment. 

We cannot depend upon repeatedly im¬ 
porting technology in all sectors and hope 
to build up an export presence'" in world 
markets. In every major fields today, ma¬ 
chine tools, electronics, chemicals and so 
on, we are dependent on foreign collabo¬ 
ration; and repeated foreign collabora¬ 
tion. lliis is not to say wc must not have 
foreign collaboration, but to stress that wc 
must learn from it and build on it on the 
basis of a clearly understood strategy. 
Sadly, that has not been the case in gen¬ 
eral. If earlier we erred in one direction 
today we seem to be erring in the opposite 
direction. 

The alternative to the current impasse is 
not to enter whole-hog into unthinking 
collaborations as the government has re¬ 
cently begun to permit. The opposite of 
too much control may be no control; but 
what we need is proper control basedxin 
clearly defined prim'ities and a dear op¬ 
erational strategy. This option of with¬ 
drawal by the government in favour of 
private initiative chosen by the finance 
minister is based on the understanding 
that our industrialists would not like to 
invest in R and D to develop better prod¬ 
ucts. They will not take such a risk. 

There are two ways to maximise prof¬ 
its—by trade and by manufacture. In the 
west, mercantile capital gave way to in¬ 
dustrial capital over time. In India, where 
there is a long tradition of trade, industry 


in me sense or manutacture nas oeen an 
add-on, a diversification, and not the cen¬ 
tral motive for being in business. Our 
large business houses have roots in trade. 
In trade, via buying and selling, money is 
recycled quickly; margins are high and 
attractive. In manufacture the gestation 
period is long; margins are low and profits 
depend on turnover. Why get into this 
complex business when one can trade in 
MNC goods? Thus, the logic of profit 
maximisation in this country encourages 
trade and not manufacture. The current 
reforms strengthen this tendency. 

Indeed, the peculiar and not so compli¬ 
mentary phrase ‘ foreign collaborated firm’ 
is formally used in Indian industrial statis¬ 
tics. And every major firm, public or pri¬ 
vate, is one. (It is only in the small-scale 
sector that we find exceptions.) From ‘for¬ 
eign collaborated firms’ they are becom¬ 
ing the Indian offices of foreign firms. 
Firms that came up to produce on an 
indigenous base are now becoming sub- 
sidiarics/branches of MNCs—Wipro has 
become Wipro-Sun; HCL has become 
HC:i.-HP; PSI has become PSI-Bull; Ki¬ 
netic Honda has given Honda 51 per cent 
equity holding, and so on. The much 
sought-after NRI investment is nothing 
more than the Indian face of international 
capital; and it has a logic of its own. 
Multinational interests and national pri' 
orities need not be identical. Today, it is 
being assumed that they are identical. 

It is against this background that wc 
should understand Indian industry’s 
friendly reception to the Dunkel propos¬ 
als. To quote from an IDRC*report '’Al¬ 
though the argument for intellectual prop¬ 
erty protection is often couched in terms 
of increasingincentive to research, in many 
ways the motivations and the pressures 
are much more commercial and trade 
oriented; patents are being used to protect 
investment”. If in the light of this situation 
we examine the proposals of the Dunkel 
Draft, the industry, as a whole, will be 
supporting it because it will get immedi¬ 
ate access to technology and brand names, 
especially consumer goods technology, 
along with a reputation for quality that 
these brand names enjoy, e g, Sony. Given 
its reputation for shoddy quality, which 
has (deservedly) built up over the years, 
this quality guarantee is important to In¬ 
dian industry. It will say that in exchange 
for the MNC brand names, we will have to 
pay the royalty and that is quite fair, 
instead of BPL-Sanyo or Kinetic Honda, 
we will sell Sanyo or Honda; and as soon 
as there are changes in the brand in the 
west, or Japan nr wherever we will get 
them immediately. Our marketability will 
improve, there will be growth, there will 
be profit, that is what we want and that is 
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courage. 

Industry would also'srgue that multinB' 
tionals would be attracted here, because o( 
the vast domestic market of some 150 
million people who form what is called the 
• middle-class’; this investment would cre¬ 
ate M^mc jobs, eg, those of agents or 
retailers and, in a few cases, manufactur¬ 
ing under their supervision. Let the MNCs 
i nvesi i n R and D we are told, they have the 
size and capacity for it which' we do not 
have; they have the risk taking capacity 
wc do not have; we will manufacture in 
India with their permission; as long as 
profits are as.surcd how does it matter 
whether we become competitive In the 
world market; the consumer will anyway 
get world quality products at competitive 
prices. Export obligations and phased 
manufacturing programme.« should bedone 
away with as they are a disincentive to 
foreign capital. We arc satisfied with the, 
domestic market. Aslongasindustry grows 
and gi ves us profi t we arc satisfied (to sell 
abroad, any way, we need MNC expertise 
in both technology and marketing and so 
we should not antagonise them). Perhaps, 
as sub-contractors to MNCs, we may get 
some export orders too and that would be 
a bonus. 

With such an attitude, the industry would 
endorse the Dunkel proposals with, at 
best, a few cosmetic modifications here 
and there. Thus the Indian industry cannot 
really be the ally of the Indian scientist 
and R and D worker in opposing the Dunkel 
propasals which effectively ad>1se us to 
function by their rules, typified by the 
opening quotation from Lewis Carroll: be 
ruled by me, and you shall see what you 
shall see. 

Those who arc opposing the Dunkel 
draft proposals arc those who have stakes 
in R and D, for example, our academics 
and K and D workers; and those who 
believe that the national self-reliance that 
wc have tried to build for the last 40 years 
is worth preservingand pursuing. To avoid 
any misunderstanding, such self-reliance 
is not self-sufficiency or autarky.*® It is 
not export pessimism of the type criticised 
by Isher Ahluwaiia. We may have to 
change our strategies but not our objec¬ 
tive. Our own interests demand oppo«ti(»f 
to the Dunkel proposals. For, to quote- 
again from the IDRC paper, “What is 
being contcinplated within the OATTand 
within the bilateral trade negotiations is 
the wholesale transplantation of a system 
of legal protection to be used under very 
different social and economic conditions 
from those for which the system was de¬ 
signed. The system in question has not 
even been endorsed by the people of the 
exporting culture”. Here lies the conflict 
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between two deBNCui values, namely, one 
of profit seeking (even if as a subordinate 
is the world system) as opposed to one of 
seeking self-reliance and the ability to 
trade in the world market on equal terms. 

And here, we must be clear about the 
magnitude of the task ahead. It is neces¬ 
sary to recognise, as we support the stand 
of the Indian drug industry in favour of 
retaining the Indian Patent Act of 1970, 
that it cannot forever remain an imitator 
who plays a useful role in enhancing com¬ 
petition but must itself also go in for 
innovation and R and D to develop new 
formulations which is a risky business. If 
the Indian drug industry has no yision 
beyond dealing with the immediate threat 
posed by the Dunkcl proposals, then, in 
return for support, pressure must be put on 
them to embark on an K and D programme 
of their own. It is necessary to recognise 
that the rhetoric of the farm lobby hides 
tremendous inequity; that the benefits, 
which it is stated are ‘national benefits’ 
accruing to ‘poor farmers’ may in reality 
benefit a well organised, articulate, politi¬ 
cally powerful well-off section in rural 
areas and not the rural landless labourers. 
In supporting them in battling the Dunkcl 
proposals, we cannot he seen as support¬ 
ers of rural exploitation. That too must be 
fought, and for the same reasons, llic 
domestic devil is no better than the foreign 
one. 

In early 1993, the farm lobby has any¬ 
way split, with Mahcndra Singh Tikait 
against the Dunkel proposals and Sharad 
Joshi in favour of accepti ng them. Clearly, 
there are political stakes involved. It is in 
this complex context that an alternative to 
the Dunkel proposals must be formulated. 
Clearly, this is no easy task. This is pan of 
the challenge .IPB has accepted in 
organising this seminar. 

One of the points to note is that in areas 
where we have no access to foreign scien¬ 
tific and technological knowledge and we 
decide that the ends arc i mportant enough, 
there are proven instances of success. 
Nuclear energy and space appi ications arc 
outstanding examples where although we 
are not fully self-sufficient we have made 
phenomenal progress. Sometimes, with¬ 
out global links, we seem to grow in self- 
reliance if given proper support by the 
government and set up suitable non-bu- 
reaucratic systems and institutions for the 
work programme. (This should not be 
interpreted as an argument in favour of 
iiaking nuclear weapons. That is a sepa- 
■atc issue.) What I refer to is the context of 
echnological progress; it is not one of 
globalisation but one of domestic compe- 
enoe in a dialogue with peers, wherever 
hky be. 

{ thus find it hard to believe that we 


cannot build a radio or make shoes or 
manufacture shaving blades competitively 
on the basis of our own efforts. It is 
possible that there are gaps in our capa¬ 
bilities but I doubt if they arc insurmount¬ 
able. Also, as I have stated earlier, we 
have to select a few areas, go about doing 
things in the ‘mission’ mode, invest in it, 
develop in.stitutional mechanisms; perse¬ 
vere in it; and at the end of a few years we 
may obtain results Clearly, this is a diffi¬ 
cult task, and it must not be underesti¬ 
mated. And when we obtain results, we 
must build upon that success; nurture the 
individuals and the institutions, and en¬ 
courage further work. This cawat is nec¬ 
essary because, in the past, wc have de¬ 
stroyed those who have obtained results— 
the experience of FEDO and FACH' in the 
fertiliser industry of India is a clear-cut 
case in point. 

The problem is (hat the regime of intel¬ 
lectual property rights as proposed by the 
Dunkcl draft will make such an option 
illegal, because then the permission of the 
patent-holders is essential, whatever the 
national interest to undertake further R 
and D; and, in key areas, it may not he 
given. There is no provision like compul¬ 
sory licensing. 

TTicrc is an articulate lobby today sup¬ 
porting the Dunkcl proposals and it is 
surprising that it has not yet pushed the 
government into signing the draft (par¬ 
ticularly when the government has al¬ 
ready announced so many packages to 
satisfy ihc interests of this particular 
lobby). If the government of India has not 
signed the Dunkcl draft yet, perhaps this is 
due to the fact that the other group, namely, 
the ‘self-reliance’ lobby too has now got 
sufficiently well organised. There is a 
National Working Group on Patents, 
headed by Dr Nityanand which has been 
stressing the dangers of signing on the 
dotted line. There are also eminent indi¬ 
viduals like Justice V R Krishna lye: and 
Rajiv Dhawan who have opposed the 
Dunkel proposals. There have been sev¬ 
eral petitions, .statements and articles in 
the national press whic.h have stalled the 
progress of Ihc pro-Dunkel lobby within 
the government. The Indian Drug Manu¬ 
facturers Association ha.s also got 
organised on this issue. Based on process 
innovations, the Indian pharmaceutical 
industry has made rapid progress, and is 
among the most cost effective in the world 
today—that is in terms of production from 
various processes of products that have 
been patented elsewhere. Their record of 
R and D for new drugs is not so impres¬ 
sive, but that is another story. If the Dunkel 
proposals arc accepted, their costs would 
shoot up blunting their competitive edge. 

Consider agriculture. 'I'he raw material 


for innovations in hio-technology is^era 
plasm, available in plenty in the tropics 
and specially in India. Indian farmers have 
been using this heritage of mankind for 
centuries in, say, growing rice. If the 
Dunkel proposals are accepted, then it will 
become possible for multi-national firms 
to patent products (hat are derived from 
biotechnology research from the germ 
plasm found freely in India and given 
freely by India to them. The firm would 
then gel certain important rights as a 
patent-holder.^' Indian law does not per¬ 
mit patents in agriculture, as it is consid¬ 
ered essential for life. But what about the 
rights of the traditional farmer? Has he no 
right to seeds, traditional and hybrid? Why 
should the germ plasm be treated as a free 
good—the heritage of humankind, espe¬ 
cially when such treatment benefits the 
rich developed nations and always against 
the poor developing ones? Arc these not 
double standards? The so-called farmers’, 
rights endorsed by the FAO are pitiful in 
comparison with the absolute right given 
to the patent-holders and these are in addi¬ 
tion to the rights held separately under the 
category called ‘plant breeders’ rights’. 

A thousand years of tradition in 
‘Ayurveda’ can be set to naught by an 
MNC that patents ayurvedic formulations 
by making a minor change in its biotech¬ 
nology I ah. That can hard! y be considered 
just. Such onc-sided arrangements are what 
arc bei ng contested by those who question 
the Dunkel proposals. A system which 
emasculates research in the developing 
countries cannot be accepted as a fair one. 
The developing countries arc being diplo¬ 
matically told that rape is inevitable; it is 
up to them to lie back and enjoy it. 

There were also, I think, some diffei- 
ences within the government on accepting 
these proposals. If Manmohan Singh and 
the bureaucrats wish to sign the Dunkel 
proposals, then Balram Jhakar and Rajesh 
Pilot, at one time, opposed it. A cabinet 
committee headed by Arjun Singh was set 
up to suggest what is to be done. (It is 
understood to have recommended a dis¬ 
cussion in parliament.) But now, in early 
1993, apparently these differences within 
the government have been sorted out. 
Jhakar is now in favour of signing these 
proposals. Unfortunately, the public is not 
given access to all this discussion—it is 
top secret from the people of India! 

Hence, it is at this stage that wc must get 
together and activate ourselves in oppos¬ 
ing the proposals, because at a stage when' 
the final decision has not been taken it 
helps a great deal to add to the political 
pressures. But it must be done on rational 
grounds. We must insi.st on our right to 
information; on transparency in national 
decision-making; on proper parliamen- 
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tary debate. I believe self-reliance as a 
national goal is rational, however 
unfashionable this may be made to appear 
today. I also believe that equity is impor¬ 
tant; and that equity and self-reliance can¬ 
not be separated. We must ensure that the 
path of {^ogress in science and technology 
via R and D is not closed to us, as that 
would mean continuing dependence. If 
the government position is that none of 
these will be jeopardised by accepting the 
Dunkel proposals, then they must explain 
why and how to the sceptics. 

The support that the Dunkel proposals 
apparently enjoy in the advanced coun¬ 
tries is based on the hypothesis (or faith?) 
that it promotes free trade and is hence 
beneficial to ail the participants in the 
process of trade. While it is an accepted 
theory in economics that free trade be¬ 
tween nations helps developspecialisati(MI, 
for this theorem to be valid certain impor¬ 
tant conditions need to be met. It is true 
that the free market leads to the lowest 
cost of production, the lowest prices, to 
optimal profit. But it also assumes that all 
parties that take part in the^ market have 
equal levels of knowledge and technical 
information. It is also assumed that there 
are many players on both sidesof the fence 
so that none can directly infl uence prices. 
There ate only price ‘takers’, no price 
‘makers’. What is being done through the 
Dunkel proposals is to convert one of the 
sellers into a monopoiy seller by giving 
patent protection on very favourable and 
one-sided terms. 

In fact, the Dunkel proposals arc the 
anti-thesis of the free market. Once you 
give a patent-holder the exclusive right to 
a process and product for 20 years such 
that commercial exploitation oDhc patent 
can be done only on the terms allowed by 
the patent-holder, when even importing 
the product is going to be considered as 
exploiting the patent within the meaning 
of international patent law, it becomes 
equivalent to placing the patent-holder in 
the position of a monopolist. There can be 
no rival sellers. The theory of the market 
says that if a seller sells his gcxxls at Rs 2 
we give the opportunity via freedom of 
entry to another seller to sell it at a lower 
price. In contrast, the acceptance of the 
Intelleaual Property Rights regime, as 
suggested by the Dunkel proposals, will 
prevent such a situation from arising as it 
erects an unsurmountable legal barrier to 
entry. We know in economics that under 
monopoly, output is restricted and profits 
are inflated, llie monopolist can extract 
rent, he will continue to do so indefinitely 
if there is no danger of competition from 
R and Oand innovation by others. Product 
patents will eliminate imitators; in the 
long run it may even reduce the motive for 


R and D. '^is will eliminate the factor that 
keeps capitalismdynamic.The pessimism 
express^ by Schumpeter would then have 
added justification.’^ But that is another 
story. 

Yet another point is that the market 
works best when the property rights arc 
clearly defined As far as physical corn- 
modi ties are (xincemed, c g, tables, chai rs 
or cars —property rights are easy to de¬ 
fine. Once we buy such a commodity, we 
can use it in whatever way we like, deny 
everyone else its use and no one can dis¬ 
pute the property rights. But when i t comes 
to intangible items, it is not so easy to 
define fMc^ny rights because of search 
and transaction costs. To define property 
rights clearly, it is necessary to define the 
boundary. For land it is easy. But in other 
cases—say noise a bus makes, or the tra¬ 
ditional seeds that farmers use or the air 
that we breathe—it is not very easy.” It is 
necessary to get all kinds of information, 
and this can be both difficult and expen¬ 
sive. In ecxinoraics literature, these arc 
(»lled search and transaction or informa¬ 
tion costs, and, if they are very high, it is 
not easy to define property rights in suffi¬ 
cient detail.The market (hen fails.“ 

While there is a place for market func¬ 
tioning, there are also areas of market 
failure. In the latter case one can draw hel p 
from the concept of e xtcrnal i ti es and com¬ 
mon property resources. R and I) has many 
externalities. And hence the need to get 
state intervention right. And the need for 
new initiatives. 

It is in this background that the question 
of patents is to be examined. Once you 
make an invention, obtain the patent rights 
on the product and create information 
barriers, then the conditions of a free 
market automatically vanish. Process pat¬ 
ents like those prevailing in India leave 
open the possibility of Schumpeterian 
imitation. Others, with different methods 
of manufacture, will enter the market and 
compete, as the Indian drug industry has 
done. After product patents arc granted 
there will be information barriers, and 
legal entry restrictions, there will then be 
only a single seller and hence it becomes 
a monopoly condition as opposed to a free 
market one. We are trying to use ‘free 
market’ jargon in a situation that does not 
apply to it at all. All this discomfort about 
the Dunkel draft proposals, the burden of 
proof, the period of protection, product or 
process patent, etc, arises because we are 
desperately trying to make it appear as a 
market phenomenon, when actually it is 
not. It has to be understood in some other 
way. 

It is not enough to reject the proposals, 
we must present an alternative. As a stu¬ 
dent of economics, I can think of one way 
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in which this alternativv' can be evolved; I ’ 
am sure there ate others. Rather than apply 
the theory of markets, that is being pro¬ 
posed, we may usefully consider the con¬ 
cept of common property resources.There 
are certain rules that govern the use of 
common property resources, i e, there u<t 
certain conditions in which this will thrive 
and conditions in which this will decay * 
This is now becoming well known in eco¬ 
nomics and one of the factors that needs to 
be considered in such situations is that one 
has to account for the interests of the 
various stakeholders. 1 am no longer using 
the term property, but ‘stake* signifying 
the new institutional economics. 

It is my contention that the R and O 
process be understood us one of sharing a 
aimmon property resources, where future 
generations arc also stakeholders. In an 
area like research and development and 
the invention./jnnovation process there are 
several stakeholders' consumers, job-seek¬ 
ers, lax payers, governments, and so on. 
One of them is of course the researcher 
who makes the invention. He deserves 
credit and there can be no debate about it. 
But does he make his invention in isola¬ 
tion? For example, at the Indian Institute 
of Science and other such research institu¬ 
tions .several inventions have been made 
and there arc several patent-holders but do 
they make their discovery in isolation? 
Can they function outside the academic 
environment of debate and discussions 
among peers? Innovation is a social pro¬ 
cess.’' Scientists work in institutions 
funded by the government, which pro¬ 
vides labs and equipment, and they work 
in an en vi ronment of discussion with highly 
qualified colleagues. In research activity 
these factors are important and very often 
a particular discovery may he the last 
brick in a programme of research that has 
been going on for a long time and involv¬ 
ing a large number of scholars, from pro¬ 
fessors to students in many places. While 
one docs not intend to deny the credit to 
the person or group who make the inven¬ 
tion, i t should be recognised that it is a part 
of the scxiial process of research. That is 
what scholarly tradition is about. 

In a country like India, we certainly 
should not risk our tax payers’ money in 
scientific research if the benefits flow 
only to the scientist concerned or to his 
employer and not to society. If research is 
supported by public funds, as in India, it 
must serve a public purpose. (Even pri- 
vatcl y funded research cannot be di vorced 
from public purposes because there are 
many stakeholders in research. But the 
weights assigned to each may well dif¬ 
fer’*.) It must not be forgotten that, even in 
the US, research is publicly funded. It 
must be treated as a merit or public g(X)d, 
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not a$ private property. 

Money for R and D comes from various 
sources. Forexample my salary is guaran¬ 
teed whether I makean invention or not. In 
return for my salary 1 pot in my energies 
and (if I am lucky) I gel academic credit. 
But, the society which funds such research 
has certain rights,—it is a stakeholder. 
IimovaticMis and their applications keep 
society growing, dynamic and competi¬ 
tive, and help in improving people’s wel¬ 
fare over time. So is the consumer a stake¬ 
holder. As an example, look at the case of 
life-saving drugs. I f I succeed in develop¬ 
ing a formulation which cures A1DS i t wi II 
be inhuman to say that unless someone 
gives me US $ 20 billion, I will not allow 
anyone to make this drug. A patient has a 
ri^t to benefit from the results of society's 
research efforts. (Entrepreneurs have a 
stake loo—the right to set up productive 
units to make profits and generate em¬ 
ployment. ) There must be some sense of 
what is proportionate. This, question of 
proportion, in the issue of patents vis-a- 
vis the different stakchol ders, between the 
inventor, the consumer, the manufacturer 
and the society at large has to be carefully 
and rationally addressed. 

Society has an interest i n such issues. It 
is necessary to come to some balance in 
relation to these different stakeholders 
and the theory of common property re¬ 
sources gives us a framework in which 
this can be done. 'I'his is an area where 
game theory can be imaginatively ap- 
^led. It is quite possible that, at different 
points of history this outcome will differ. 
It is possible that there are many outcomes 
that may have to be ranked. Of course, this 
does not mean that every one will be 
satisfied with the outcome. But at least no 
one can be ignored and the interest of all 
parties have to be openly considered. The 
outcome, if it is through a dcmocraiic 
process, must represent the social opti¬ 
mum and be respected as such It is pos¬ 
sible, in such a process, to change deci¬ 
sions over lime—an outcome is not for¬ 
ever. The work of public choice theorists 
like Buchannan provides a logical base for 
such a process.”()thcr approaches cannot 
be ruled out. It ise.sscntial towork towards 
such outcomes. 


Notes 

(This paper draws on tnalcrial from lectures 
given over the last yeai in a number of places, 
and I am grateful to the participants for their 
critical inputs. In particular, I must mention 
the seminars in the following institutions; Fo¬ 
rum for Science and Development, Bangalore 
Social Sciences forum, National College, Na¬ 
tional Aeronautical laboratory, Indian Insti¬ 
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tute of Science and National Law School of 
India all in Bangalore; Department of Eco¬ 
nomics, Osmania University, Nuclear Fuel 
Complex and Institute of Public Enterprise, in 
Hyderabad; and Institute ofDcvelopment Stud¬ 
ies in Jaipur.] 
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Multiplication of Nations? 

Political Economy of Sub-Nationalism in India 

Sajal INa^ 


The nalionality formation process in India has ejected itself in -multiple ways: in the growth of respective 
vernacular literature, agitation to establish particular languages as off icial languages of particular areas, movements 
of backward nationalities to break away from an advanced nationality and earn recognition for themselves, the 
movement of a particular nationality group, which was separated from the paren l nationality and was living amidst 
a different cultural group as a result of administrative unitisation, to lejotn the cultural mainstream and, lastly, 
the movement of groups which are still at a tribal stage of development but have struggled against the exploita¬ 
tion and encroachment of outsiders to have a province of their own to minimise exploitation and encroachment. 

In a country where capitalism is slowly reaching new areas and awakening new cultural groups to life, the stream 
of sub-nationalistic uprisingstseems to be unending. New demands and aspirations continue to surface, some of 
which are demanding complete independence, not just self-rule. The Indian nationality question cannot be studied 
in exclusion of these aspects because the culmination of this process can alone prove whether India has been 
a nation-in-the-making or a nation-in-the-unmaking. 


UNTIL very recently, the Indian national 
movement was seen as a unilinear, mono- 
dimensional movement. Its sole objective 
was to awaken and rally Indians together to 
combat British colonialism and after a pro¬ 
longed, by and large non-violent, struggle, 
it succeeded in overthrowing British rule in 
1947.' The only diversion being the 
separatist attitude of the Muslims. Surpris¬ 
ingly, the entire Muslim community was 
generally associated with separatism—not 
just the Muslim League. The British played 
its divide and mie manoeuvres thereby com- 
munalising Indian politics leading to the 
partition of the country. 

One of the foremost challenges to this 
historiography came when the Indian na¬ 
tional movement was characterised as a 
bourgeois democratic movement, uncovering 
the basic nature and class character of the 
movement.^ 

This tendency pointed out the failings of 
the national movement. Firstly, it failed to 
intermingle the currents of national and 
social discontent into a single anti-colonial, 
anti-feudal revolution—a lapse which was 
described as ‘tragic’.^ Secondly, it failed to 
ensure perfect mobilisation.^ This radical 
historiography pointed out that there has 
been a tendency of the ‘elitist’ historiography 
of Indian nationalism to concentrate on 
Candhian or Congress stream of na- 
tioiMlism and treat popular (peasant and 
tribal) movements as an ‘abnormal’ 
outgrowth, peripheral to the study of the 
development of the Indian nation.’ In other 
words, the elitist historiography labelled only 
the Congress-led movement as ‘nationalist’. 
This critique pointed out that, as such, it 
presented only a distorted picture of the 
reality, in fact, though the Congress-led 
movements and the popular upsurge in 
various parts of the country flowed separate¬ 
ly, often at opportune moments the Con¬ 
gress teadenhip tried to seize control of these 
popular movements. 


The next challenge dispelled the theory 
that the achievement of Indian freedom was 
solely the work of the Indian National Con¬ 
gress. It uncovered va.st new material to show 
that though the British tried to retain India 
till the end,* it was the immense pressure 
created by widespread revolt in the country 
in the second world war period that was 
more responsible for the British 
withdrawal.^ 

A further dimension of the national 
movement was discovered by another group 
of historians who found that there were two 
streams during the colonial period—one, 
based on a pan-Indian identity, fighting 
against colonialism; another based on a 
regional identity, working towards self- 
assertion and often Fighting against the 
domination of advanced nationalities." 
This school rejected the precorKeived ‘one- 
nation-one-nationalist movement’ assump¬ 
tions and came out with a formulation that 
considering the diverse linguistic, cultural 
and even racial constellation that India 
presented, it is a multinational, multi-ethnic 
country." It is a nation-in-the making 
perhaps, but not a nation already.'" it is a 
country which contains a number of emerg¬ 
ing nationalities with different languages 
and cultures of their own. They are at 
various stages of development—none of 
these yet, by itself, form a nation. Together 
they form the Indian nation-in-the-roaking 
and the nationalist aspirations of these 
nationalities/ethnicities are satisfied or 
neutralised by the federal structure. The 
period of Indian freedom struggle was also 
the period of awakening for these big and 
small nationalities and ethnic groups. Such 
awakening often manifested itself in the 
form of agitations and movements for 
recognition of their respective vernaculars, 
formation of unilingual provinces and urge 
to break away from big nationalities whose 
domination they wanted to shake off. These 
movements based on regional identities have 


been variously termed little nationalism," 
regionalism,'^ sub-nationalism," and even 
fulflcdged nationalism.In general, these 
movements flowed in the shadow of the pan- 
Indian anti-colonial national movement and 
did not oppose it. As such these were not 
isolated movements and were seen as an in¬ 
tegral part of the freedom struggle, even 
though, it sometimes resulted in social con¬ 
flicts. Understandably, after independence, 
these movements reinforced themselves and 
With the redundancy of the anti-colonial 
struggle appeared magnified. 

The resurgence of radical historiography 
has forced the entry of peasants, tribali, 
caste and working class movements into tht 
textbooks of Indian national movement," 
but the ethnic and nationalities’ movement 
unfortunately still remain ostracised. 

The Situation 

The British had frequently characterised 
India as a non-nation on account of its 
multiplicity of languages, religions, castes 
and so on. But because of the colonial 
nature of the regime, under the Britidi 
government the question of linguistic 
reorganisation of provinces received scam at¬ 
tention. Imperial considerations of the 
growth of British power and administrative 
convenience were the guiding principles. 
Even if implemented, it was done in an 
opportunistic manner. The principle was 
grossly violated in the partition of Bengal 
(1903) but used in 1912 to separate Bihar and 
subsequently Orissa from Bengal for 
political reasons. The distribution of pro¬ 
vinces in British India was arbitrary and 
meant to meet the needs of the growth of 
British power. '* 

Such organisation affected the unimped¬ 
ed development of emerging nationalities 
and ethnic groups. Several nationality areas 
were often combined within one admini¬ 
strative unit. Simultaneously the tame 
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provinces. 

The dynamics that .set the forces of the 
Indian national movement (pan-Indian) in 
motion, were also responsible for the begin 
King of the process of nationality formation 
amongst various cultural communities in¬ 
habiting different regions of the country. 
The backdrop was capitalism in colonial 
form for both these parallel processes. The 
new mode of production required a unified 
political territory, homogeneous market and 
a common language. T he British therefore, 
brought about the administrative unification 
of the country,'^ recognised the language of 
the major cultural groups they came across 
first as the official language of the area and 
broke open the isolation and exclusivity of 
regions and social groups. While this cn- 
;ouragcd development of the relatively 
advanced cultural groups into nalioiialiiy, 
the backward groups remained suppres.sed. 
Due to the headstart, the advanced na¬ 
tionalities not only spread their social, 
Konomic and political domination over the 
backward nationalities,"' they even 
lometimes sought to absorb some of the in¬ 
cipient groups into the fold. T he backward 
and incipient na(ioiialitic.s therefore had to 
itsisi of this domination and absorption and 
iiruggle to assert their status. The 
homogenisation thrust of colonialism 
created further complicaiions in this process 
because it altered the existing administrative 
boundaries and created provincial boun¬ 
daries which criss-crossed several ethnic and 
nationality boundaries.*'' Marathi lands for 
example were in Bombay presidency. Cen¬ 
tral Provinces, Hyderabad and small prin¬ 
cipalities of Deccan; the Andhias were in 
Madras presidency as well as Hyderabad; the 
Mafayalis in Madras and Travancore-Cochin 
principalities, the Oriyas in Madras and 
Bengal presidencies as well as Central Pro¬ 
vinces; the Bengalis in Bengal presidency as 
mrell as Assam. Such organisation not only 
stunted the growth of cultural communities 
but also created conflict situations in ethnic 
lelalionships. 

The nationality formation process in 
India had reflected itself in multiple ways: 
n the growth of respective vernacular 
iterature,^ agitation to establish particular 
anguages as official languages of particular 
ireas^' movements of backward nationalities 
0 break-away from advanced nationality 
ind earn recognition for them.sclves;^- the 
novement of a particular nauonality group, 
vhich was separated from the parent 
lationality and was living amidst a different 
tultural group as a result of administrative 
jnilifsaUon, to rejoin iheir cultural 
naihstitam;^' and lastly the movement of 
he groups which were still at a tribal stage 
}f development but struggled against the 
nploitation and encroachment of outsiders, 
xHh British as well as Indians, to have a pnv 
vince of their own to minimise exploitation 
>nd encroachment.^' 


LINGUISTIC Provinces 

The despatch of the government of India 
dated August 2S. 1911, visualised India as 
a union of autonomous provinces. The con¬ 
tents of this despatch was not known im¬ 
mediately. But when it became known, gave 
impetus to the growth of the idea of lingui¬ 
stic provinces as a principle for arranging 
ethnic and nationality groups into geo¬ 
political areas. People living in composite 
areas, particularly, felt that unless provin¬ 
cial boundaries were redrawn and provinces 
reorganised on linguistic basis, provincial 
autonomy would become meaningless.*’ 
The Moniagiie-Chemsford Reforms con¬ 
sidered the linguistic reorganisation of .states 
impractical though they were in favour of 
small homogeneous states. They however 
remarked: 

It IS also a strong argument in favour of 
linguistic or racial uniis lhal by making it 
possible lo conduct the business of legis- 
taiiircs in the vernacular th<^ coninbute to 
draw into the arena of public affairs, men, 
who were not acquainted with English.*'’ 

But this recommendation was not im¬ 
plemented as they contradicted the basic 
premise of colonial rule. However, there was 
some awareness of the logicality and force 
of linguistic nationality interests, though the 
setting up of Orissa in 1936 was the lone 
example of the British acceptance of the 
principle Even this was granted not becau.se 
of any people’s movement but on considera¬ 
tions of administrative convenience. The 
repeated agitation of Sylhet to be transfer¬ 
red back to Bengal was not paid much heed. 
Thus Bengali speaking Sylhet and Cachar 
continued to be retained in Assam so that 
the two conflicting linguistic groups did not 
pose any unified threat to the regime. These 
are only a few examples of the desire of 
many ethnic and linguistic groups to be 
either unified with their kinsfolk or have a 
separate slate. These were, however, per¬ 
sistently brushed aside by the raj Such 
neglect retarded the free economic, cultural 
and political development of these na¬ 
tionalities, developed or incipient. 

The principle of linguistic provinces was 
recognised by the Indian National Congress 
quite early as a key lo tackle the problems 
arising out of the multinational, multi-eibnic 
character .of India. It implied indirect 
recognition lo such a characterisation of 
India. It also stated that the basis of the 
prospective federal structure of India, the 
distribution of provinces, would be the 
linguistic principle. The Congress was first 
seen to have lent support lo this principle 
when i( opposed the partition of Bengal.’^ 
Three years later it set up the Bihar Pradesh 
Congress Committee even before Bihar was 
actually created into a separate province. 
Although Sylhet was Iransferr^ from 
Bengal to Assam as a district, it continued 
to remain under the Bengal Provincial Con- 
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ctple of linguistic provinces look place in the 
Calcutta session (1917) of the Congress, it 
was necessitated by the agitation for a 
separate Andhra Pradesh, Pressed by the 
Congressmen from Andhra, the issue had to 
be taken up in the Congress session of 
Calcutta but it was received with mixed feel¬ 
ings. Annie Besani, the president of the 
session, strongly opposed the whole idea. 
Gandhi while supporting the demand of 
linguistic provinces, thought the issue could 
await implementation of the imminent 1919 
reforms.^" Tilak said it would serve the in¬ 
terests of provincial autonomy. The subject 
was debated for two hours in the subjects 
committee.^ 

By 1918, Gandhi had come to recognise 
the underlying logic of Ihe principle. This 
facilitated its theoretical acceptance by the 
Congress in its Nagpur session (1920). A 
resolution was drawn up in the session with 
a scheme for the division of India into Ihe 
following provinces: Madras, Karnataka, 
•Andhra, Kerala, Maharashtra, Gujarat, 
Sind, Ihe United Provinces, Ihe Punjab, the 
North-West Frontier Provinces, Delhi, 
Ajmer, Marwar and Rajasthan, the Central 
Provinces (with Hindi as its principal 
language), Berar, Bihar, Utkal, Bengal with 
the Surma valley districts, and Assam and 
Burma (then a part of British India). This 
was a comprehensive reorganisation plan 
based on linguistic considerations with 
Bombay being an exception. The resolution 
was passed in the session and a plan for 
launching a struggle to achieve it was also 
approved. This acceptance and approval was 
a result of Ihe pressure Irom its regional 
units, especially the Andhra region, and tlie 
mass sentiment involved in the issue. The 
Congress subsequently followed up the 
resolution by setting up its provincial units 
on the basis of language. The principle was 
recognised and incorporated in the Motilal 
Nehru report (1928) and its recommenda¬ 
tions were accepted by the all party con¬ 
ference the same year. 

The report of the committee appointed by 
the all parties conference with Motilal Nehru 
as chairman known as Motilal Nehru 
Report (1928) (Jawaharlal Nehru and 
Subhash Chandra Bose were its other two 
members) reiterated Ihe need for reorganisa¬ 
tion of the provinces in India as it found that 
Ihe existing oiganisation of provinces had 
no ‘basis—geographical, economic, lin¬ 
guistic or historical. It was based largely in 
administrative considerations aimed at 
the advancement of British power in In¬ 
dia. Sometimes the formation was even 
accidental.’® 

The committee look into cognisance the 
demands arising from time to time for the 
separation and constitution of independent 
provinces of Andhra (t)ie Teiugu area), Utkal 
(Ortya), Karnataka (Kanarese), Kerala 
(Malayalam), Sind (Sindhi), the Central Pro¬ 
vinces (Hindi speaking areas) and several 
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other such areas. Arguins on the criteria to 
be used for distribution of provinces, the 
oommittee stated that apart from geo- 
graphica] and economic factors the most im¬ 
portant consideration should be the 
linguistic unity of the area and the wishes 
of the people concerned. ” 

Accordingly, the committee identified the 
Assamese area, the Bengali area, the Oriya 
area, the lelugu, Tamil, Kanarese and 
Malayali areas, the Marathi, Gujarati, and 
the Sindhi areas, and on the basis of the 
memoranda and representations submitted 
by the respective ethnic and nationality 
groups for their constitution into separate 
provinces. The committee concluded that the 
Kannadigas had a strong case for the con¬ 
stitution of Karnataka province. The peo¬ 
ple of Sind also wanted separation and the 
area satisfied the conditions of linguistic- 
unity and geographical continuity. Moreover 
its connection with Bombay was most un¬ 
natural as it was not even accessible from 
Bombay. Hence the separation of Sind was 
also desirable.’^ 

From the Oriyas there was no concrete 
representation except for a booklet and 
therefore the committee could not make any 
recommendation regarding the formation of 
Utkai although Subhas Chandra Bose who 
was a member of the committee put it on 
record that Onya speaking areas should be 
amalgamated and constituted into a separate 
Utkai province. Bose also felt that the 
demand foi the amalgamation of the 
Bengali speaking tracts in Assam and Bihar 
was also a reasonable and legitimate one. 
Regarding the unification and separation of 
Kerala as a separate province the commit¬ 
tee opined that such a move would pose 
great difficulties, one being that Kerala con¬ 
sisted of the stales of IVavancore and Ccx.-hin 
and leaving out these states would reduce 
Kerala to a very small area. In such a situa¬ 
tion. the committee for the pre.sent, did nut 
make any recommendation regarding the 
constitution of Kerala. ’’ 

As for the difficulties that would come in 
the way of implementation of these recom¬ 
mendations, the committee opined that “ad¬ 
ministrative convenience is often a matter of 
arrangement and must as a rule bow down 
to the wishes of the people”. ^ and hence 
administrative considerations should not 
prevent such reorganisation. They suggested 
that normally a province would be expected 
to bear its own expenses and not “live on 
hopes of money flowing from outside’’. But 
at the same time it felt that “a denial of the 
right of self-determination on purely finan¬ 
cial ground is bound to lead to great 
dissatisfaction’’. ” 

The Movements 

The Bengalis, Marathis and Tamils were 
the overwhelming majorities in the three 
presidencies of Bengal, Bombay and 
Madras. Bdng port cities, Calcutta, Bombay 
and Madras attracted a major chunk of 
British industrial investment and they soon 


developed into important centres of industry 
trade and commerce.’* Consequently ad¬ 
vance of modern communication, introduc¬ 
tion of western education and the develop¬ 
ment of these cities as administrative cen 
tres boosted the naiionaliiy formation 
process. ” The process received further en¬ 
couragement as these metropolises indud 
ed most of a particular cultural area Thus 
by the lime other nationalities were still 
incipient or in an embryonic stage, the 
Bengalis, Marathis and Tamils had not only 
been recognised as relatively advanced, they 
appeared dominant. The rcpreseniaiivcs of 
these nationalities were preponderant in the 
while collar sectors and dominated the na¬ 
tional intelligentsia. These cultural regions 
emerged as a socio-culturally active /one and 
even wanted to retain their hegemony over 
other emerging or suppressed nationalities 
as can be seen in the ra.se of Bengalis over 
Assamese and Oriyas, Tamils over Tclugus, 
Malayans and Kannadigas. Marathis over 
Gujaraiis, Kannadigas, and Konkariis. The 
situation in Bombay presidency was com¬ 
plex Although ihe Marathas were culturally 
dominant here, the Gujaratis were an 
economically powerful group As such ihc 
iwo were competing groups. While Ihc 
Marathas wanted to gain economic licgc 
mony, Ihe Gujaratis wanted an area where 
they would have a cultural stronghold. The 
Bengalis derecognised the language of the 
Oriyas and Assamese, taking advantage of 
the closeness ol the languages and banished 
Ihc other two languages as mere dialects of 
the Bengali language.'* As far as Bihar is 
concerned, Bengalis were preponderate in 
the job sector and exercised socio-cultural 
domination over the Biharis, which became 
Ihe bone of contention between the two. *'* 
The Tiimils had maintained an overwhelm 
ing socio-political domination over the 
Tetugus, Malayalis and Kannadigas-"* until 
it was challenged by the separatist move¬ 
ments of the latter. Although, the non- 
brahmin movement was a progressive caste 
revolt, the Tamils tried to maintain their 
hegemony over ihe others through the slogan 
ol Dravida Nadu Under the Marathas, 
growth of Kannada and Konkani nationality 
was stunted which prompted the latter 
groups to advance separatist claims and 
demand the formation of unilingual pro¬ 
vince.*' Though Gujarati business inieresis 
were oppo.scd to the move, the leaders of the 
‘Maha-Gujarat’ movement wanted a pro¬ 
vince where Gujaratis would be culturally 
dominant. 

The other movement that was seen 
amongst these advanced nationalities were 
for unification. The Swadeshi movement in 
Bengal (1905-11) was a reaction to the British 
plan to divide and rule the Bengalis. It is 
significant that though Ihe Swadeshi upsurge 
struck a chord in far off Maharashtra, 
Punjab and even the south, it remained an 
essentially Bengali movement. Bengalis were 
‘emotional’ against this British conspiracy 
‘to split and weaken a solid body of op¬ 
ponents' to the British raj.-*’ in 


Maharashtra there was a Samyukta 
Maharashtra mos-emeni which aimed at 
unification of all Matalhi cultural areas into 
one single province.-*' The Nagpur- 
Vidarbha region which was in ihe Central 
provinces and Rcrar and the Marathwada 
region which was in Hyderabad principalilji, 
wore cut off from Ihc mainstream. The 
movemen' thus was for unification of all the 
Maralha culiural groups into one ad- 
ministiatisc /one,** In Madias the dravi- 
dian movcmeiii was aimed ai unifying not 
only the lamils under the anti-brahmin 
slogan bul also Ihc oilier dravida groups 
against ilic hegemony ol the casieist Hindi 
heartland 

Another jiroccss that was al work was the 
nationality lot inaiiun of groups, which were 
minorities wnhin Ihc presidencies—e g, 
Tclugus and Malayalis in (he Madras 
presidency; Assamese, Oriyas and Biharis in 
Bengal presidency; the Gujaratis and 
Kannadigas in Bombay presidency and so 
on. The Kannadigas were spread over 
Bombay Karnataka (i c, Dharwad, Belgaum, 
Bijapur and north Kanara). They had a 
number of grievances in Bombay presiden¬ 
cy like the dominating Maralha culture, 
cultuial separation, economic deprivation, 
lack of development and competition from 
the Marathas in education and employment 
and above all lack of a poliiiial voice.** In 
response to this siiuaiion Ihe mobilisation 
of the Kannadigas began which prompted 
the formation of Ihc Kannada Ekikaran 
.Sangha <l89f)j The struggle during 
1890-1956 culminated in the formation of 
the Karnataka state (Mysore then).*’ This 
was the situation of (he Gujarat nationality 
also, ['he formation of the Gujarat Sabha 
(1884) was the starting point of the Maha 
Ciujarai movement The sabha raised its 
voice against Maralha domination in 
Bombay presidency. Subsequently the con¬ 
cept ol Gujarati Asmila was developed and 
a steady move for separation of Gujarat 
from the Marathas as well as a unification 
movement of the entire Gujarati speaking 
people came to the surface.*" Though 
K M Munshi who coined the term ‘Gujarati 
Asmita’ was against what he termed 
‘linguism’,*'* the separation of Gujarat from 
Bombay was inevitable. The Telugu speak¬ 
ing people of Madras presidency felt that 
they were being discriminated against and 
neglected by (he Ihmil majority. The ar¬ 
ticulation of the need for unification of the 
Tclugus and separation from the Tamils 
commenced in 1903 when the Yuva Jana 
Samiti was founded. In December 1911 the 
idea of the separate state was circulated and 
It took the form of a movement from 1913 
through Ihc efforts of (he Andhra 
Mahasabha 

In Bihar, the demand for a separate state 
had initially centred round (he issue of the 
preponderance of Bengalis in jobs and 
education.” The Assamese’^ and the 
Oriyas” also complained of the imposition 
of Bengali socio-cultural domination and 
Bengali attempts to manipulate their lin- 
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(uistic culiund ktentiiics. The tdempis to 
resist their absorption into the Bengali 
nationality was the starting point of the 
Mparate state movements. In Assam the de¬ 
mand for a separate slate was redundant as 
it was severed from Bengal and constituted 
into a chief commissionarate in 1874 by the 
Mionial administration itself. 

Again, there were groups which belong¬ 
ed to a particular nationality but were either 
cut off from it or administrative organisa¬ 
tion compelled them to live amongst a 
different cultural group—the Marathas 
in Vidarbha-Nagpur and Marathwada 
region,’* the Gujaratis of the Saurashtra- 
Kutch region,” the Bengalis of Sylhet and 
Cachar in Assam,” the Hindi-speaking 
population of Jabalpur in Central 'pro¬ 
vinces.” These isolated groups launched 
movements for unification with their kin¬ 
folk both during the pre-independence and 
post-independence period. 

In the wake of the imminent withdrawal 
of the British there occurred some veiy 
tignifkani movements which led to the 
Integration of some slates to the Indian 
union: The Punnapra-Vayalar rebellion in the 
present Kerala, the Iklengana uprising in the 
Nizam state of Hyderabad, Iravat Singh’s 
movement in Manipur and the Anti-Chief 
Movement of the Mizos in Mizoram. 

The non-Malayali citizens of south- 
Bravancore were disgusted with the tyran¬ 
nical rule of the Malayali king of Travan- 
core and directed their anger against the 
Malayali community itself. On the basis of 
this situation the ambitious dewan of this 
princely state manoeuvred an independent 
Ihivancore and Cochin movement and 
declared its intention (June 1947) of not 
joining the Indian Union. It came out with 
in American model of constitution for these 
independent states. The communist workers 
arho had built a very powerful base among 
the coir factory workers, fishermen, loddy- 
■ppers and agriculluipl labourers employed 
!>y the jenmi landlords, launched a massive 
rampaign against this conspiracy. Police 
repression was followed by the rebels 
iindetgoing military training for self-defence 
rhere was a violent confrontation between 
the slate and the rebels in Punnapra and 
Wiyalar where at least 800 people were 
massacred by the police 

Around the same time there was a Kerala 
unification (Akhila Kerala) movement also 
In operation. It worked for a united multi¬ 
lingual Kerala state The king of Cochin state 
lupported the movement and the Kerala 
Pradesh Congress Committee, riavancore 
State Congress and the Cochin Praja 
Mandalam together worked for unifleation. 
The brutal suppression of the Punnapra- 
Vayalar movement aroused sympathy and at¬ 
tracted mass support for the Kerala unifica- 
lion movement and its integration with the 
Indian union. Even though the royal family 
tried to back out and retain its independence, 
the Punnapra-Vayalar movement prevented 


merger of Travancore-Cochin with the 
Indian union.’* 

July 1946 to October 1951 .saw the rise of 
another massive communist-led peasant 
movement in the Telengana region of the 
Hyderabad state, where a small Urdu speak¬ 
ing Muslim elite maintained its ‘religio- 
linguistic domination' over the majority of 
the Telugu, Maratha and Kannada linguistic 
groups. There was a total absence of political 
and civil liberties and the grossest form of 
feudal exploitation was practised by the 
Muslim and high caste Hindu deshmukh 
landlords and jagirdars who extorted vetti 
(forced labour) and maintained attached 
labourers through debt-bondage. While the 
ambitious nizam was conspiring to set up 
an independent state and opt out of the 
Indian union, the peasants rose in revolt. 
The bloody guerilla warfare of the pea.sants 
against the ruthless razakar army of the 
nizam stretched over a long period of time 
and the communists succeed in esta¬ 
blishing isolated independent zones in the 
Telengana countryside. This anti-nizam 
movement brought about the collapse of the 
autocratic feudal regime of India’s biggest 
princely state with the entry of the Indian 
army and paved the way for the integration 
of Hyderabad with Indian union as well as 
the formation of Andhra Pradesh on the 
ba.sis of linguistic principle” The highlight 
of the movement was not just the massive 
peasant uprising and its bid to overthrow the 
feudal regime of the nizams but also the in¬ 
tegration of Hyderabad with India. In fact, 
the movement weakened once the com¬ 
munists added the slogan of overthrowing 
the newly independent Indian government 
which had less mass appeal than the slogan 
of overthrowing the nizam.*® 

Similarly discontented with the tyranny of 
the king, the people of Manipur under 
Irawat Singh led a Telengana-like revolt 
which alarmed the moderate section of the 
Manipuri leadership belonging to the pro¬ 
vincial Congress, and they initiated a ixrocess 
which hastened the accession of Manipur in¬ 
to India.*' The decision not to join the 
Indian union in Mizoram was similarly 
reversed and the popular movement suppor¬ 
ting the merger started when it was circulated 
that joining India meant the abolishment of 
Mizo chieftainship and an end to the 
exploitation and oppression of the pea.sant 
community by the chiefs.*^ 

Another type of autonomy movement was 
seen in the Chattisgarh and Jharkhand 
region both of which were overwhelmingly 
tribal and rich in forest and mineral 
resources. Consequently it attracted the 
perpetual encroachment by exploitative and 
oppressive elements, both British and 
Indian. There was not only a drain of wealth 
from these regions, the penetration of out¬ 
siders also destroyed the exclusivity of the 
region and its people, upset the socio¬ 
economic balance and thoroughly im¬ 
poverished the iribals through colonial and 


struggle of the tribals in these regions dates 
back to the I8th century.*’ Some of these 
struggles were the Rajas' uprising of 
Oalbaum (1769-74); the Chaur uprising of 
Midnapiir (1779); the Bhumij Chaur of 
Manbhum, Chhoianagpur and Santhal 
Parganas (1795-1800); Dinar revolt of 1820; 
the Kol, Ho, and Munda uprising of 
Chhotanagpur (1831-32); the Santhal 
uprising of Bihar (1855-86); the Bhakta 
uprising and Rai movements (1857); the 
Sardari or Mulki Larai (1857); Kharwar 
movement (1871); the Birsa uprising 
(1895-1900); the Bhagat movement (1902); 
and the Kol insurrection (1931-32). These 
uprisings represented a sort of ‘class war’ 
against relative deprivation.** The tribals in 
these movements attempted to throw out the 
exploitative ‘diku’s (encroachers) be it the 
British or Indians. In the Tana Bhagat move¬ 
ment (1915) there was an attempt to establish 
a millennial area of Oraon rule and liberate 
it from ioreign settlers. Subsequently Jaipal 
Singh, a Munda-Christiari organised the All 
India Adivasi Mahasabha (1930) which 
resisted British domination and non-lribal 
encroachment in tribal lands. During the 
1940s various reform movements were laun¬ 
ched to raise the consciousness of the tribals 
and work for their socio-economic up- 
lifimeni. The phase between 1947-54 was 
marked by the emergence of the Jharkhand 
Party which regarded the formation of a 
separate state as the only way to safeguard 
the interests of the tribaLs. It is important 
that despite the multiplicity of language and 
culture, the tribals of the Jharkhand area 
were united to fight against exploitation and 
assert themselves. But the 1955-63 period 
saw the rejection of the demand of a 
Jharkhand state comprising districts of West 
Bengal, Orissa, Bihar as well as Madhya 
Pradesh by the Indian state and the subse¬ 
quent merger of the party with the Congress 
(1963). The 1964-69 phase witnessed the 
weakening of the Jharkhand movement due 
to factionalism and cleavages within the 
movement. Following this there was renew¬ 
ed effort to foster inier-tribal and inter¬ 
regional solidarity to reinforce the 
movement.*' 

The Chattisgarh tribals saw a similar solu¬ 
tion to exploitation and encroachment by 
non-tribals but organised effort for a 
separate state is still lacking.** 

Thf Stati. V1-.RSUS Nationality 
Movemi-nts 

The commitment to the principle of 
linguistic provinces was reiterated by the 
Congress on two more occasions before 
independence— in the Calcutta session of 
1937 and in the election manifesto of 
1945-46 wherein it promised linguistic 
reorganisation of Indian states if it came to 
power. But the reality of 1947 was very dif¬ 
ferent. Independence ushered in high hopes 
for groups demanding the formation of their 


1524 


Ri-nnnmie and Raliticii tMseklv ihihf. 11.114. .tdOk- 



various re»6lutions adopted by the Congress 
over the years prior to independence and 
especially the promises made in the I94S-46 
election manifesto they could now place 
their demands with some vehemence. The 
Congress on the other hand was not in much 
hurry to take up the issue. Overwhelmed by 
the unforeseen problems and difficulties 
independence brought in its wake and also 
because of the complications involved in the 
reorganisation of linguistic states the Con¬ 
gress was more than willing lo stall the issue. 
Moreover, integration of the Indian states 
had to precede reorganisation. 

Although the first phase of the process of 
the country’s integration was accomplished 
with the accession of princely slates during 
1948-49, still the federal system of India 
comprised units like A, B and C categories 
of states. The Congress had already 
recognised that the formation of the 
so-called composite slates consisting of 
peoples speaking different languages had 
been one of the ways adopted by the British 
to dissipate the force of nationalism. Hence, 
one of Its commitments was the formation 
of linguistic stales when it assumed power. 
It seemed therefore only natural that once 
India was free, its internal map would be 
recast in accordance with the principle of 
linguistic states. Some members of the con¬ 
stituent assembly even pres.sed the govern - 
ment to implement this principle even before 
the introduction of the new constitution. 
Nehru as prime minister, however, gave the 
matter ‘low priority’*' No doubt Andhra 
had a strong case but if iheit demand was 
conceded, it was feared that similar demands 
from other groups would create a critical 
situation because the question was not just 
one of conceding provinces but also of 
alteration of the existing provincial boun¬ 
daries. This would raise a plethora of claims 
and counter-claims which would precipitate 
a minor crisis when the priority ought to be 
country’s security and stability. Under the 
circumstances, the government was in favour 
of delaying any decision and the best way 
to do it was to appoint a committee to 
examine and report on the feasibility of 
linguistic provinces. If (his committee 
obtained a large measure of agreement, then 
one or more specific boundar y commissions 
could be appointed. Accordingly, a commis¬ 
sion was set up under Justice Dar’s chair¬ 
manship. The report of the commission 
came as a surprise since its recommenda¬ 
tions went against the earlier stand adopted 
by the Congress. The commission was 
against the formation of linguistic provinces 
on the basis of administrative considera¬ 
tions. It pointed out that the creation of 
linguistic provinces would be harmful from 
the point of view of the development of a 
national language and national awareness 
particularly at a time when national unity 
itself was endangered. “ 

The formation of provinces exclusively or 
even mainly on linguistic consideration is not 
in the larger interest of the Indian nation and 
should not be taken in hand.*" 


Obviously the Dar Commission had fail¬ 
ed to grasp the spirit of the priricipic of 
linguistic provinces. It gave primacy to ad¬ 
ministrative convenience over national and 
ethnic aspirations. Demands (or separate 
states were taken to be a threat to national 
unity and iniegfation. As expected, the 
report created discontent among C'uii 
gressnicn who were from the non-Hindi 
speaking areas. They petitioned the Congress 
working committee to reconsider the issue. 
The issue could not be shelved as discontent 
gathered momentum. 

At the behest of Ncbiu, the Congress 
formed a committee m late 1948 with Nehru 
himself, Sardar Patel and the Congress presi¬ 
dent, P Sitaramay>a as members, known as 
the JVP committee It submitted its report 
in 1949 wherein it said. 

We should prefer to postpone the formal ion 
of new provinces for a few years so ihai we 
might conceniratr during this period on 
other mailers of vital importance and not 
allow ourselves to be disIracMed by the 
question 

The need for postponement also seemed 
desirable because the fate of the Indian prin¬ 
cipalities had not been decided till then and 
without that the formation of linguistic pro¬ 
vinces seemed impossible. However, ii also 
proposed that some .steps could be taken in 
individual cases—like that of Andhra—if 
there was agreement between the concerned 
parties. Accepting the report, the Consti¬ 
tuent Assembly in Article 3 of the Constitu¬ 
tion, provided for the creation of such pro¬ 
vinces in future. But by admitting the 
legitimacy of the Andhra demand the repon 
plunged the entire issue in confusion and 
ambivalence . The Congress still resisted the 
actual reorganisation. On December. 21, 
1949, the Congress working committee in a 
resolution on Karnataka stated. 

Further in view of the vital change in the 
stales of India and ihe inauguration of the 
constitution wit hin less than five weeks from 
now, it is outside ihe range of feasibility or 
propriety to consider a constitutional change 
of this magnitude at this stage " 

With the adverse reports of the commis¬ 
sions, the Constituent Assembly refused to 
make any proposal regarding linguistic 
states. It listed 14 national languages in the 
eighth schedule, but refrained from any men¬ 
tion of linguistic reorganisation of states. 

I.ater, however, under tremendous pressure 
of popular demand, mass discontent and 
rebellion of Congressmen at the provincial 
level, the government was compelled to 
announce the establishment of Andhra pro¬ 
vince (1953). The decision to create an 
Andhra province logically encouraged 
similar demands throughout the country so 
much so that it seemed, “we are on the verge 
of a civil war’’.'- It also seemed that “we 
have disturbed a hornets’ nest and I believe 
most of us are likely lo be badly stung”.’’ 
The creation of Andhra Pradesh did not 
cdlm Ihe unrest as its constituents were Ihe 
Telugus and ^lenganas. On the one hand 
there was a move to unify all the Telugus in 


one political unit called *Vh(hal>Anilhm * 
and on the other, the Tetengana region 
wanted to separate from Andhra and form 
a different state of their own. The Ihiengana 
region complained deprivation at Ihe hands 
of Ihe dominant Telugus. I here were wide¬ 
spread disturbance over the issue all through 
the I9h0s and eaily I9''0s. Under the cir¬ 
cumstances the government was forced to 
announce ilir appointment of yet another 
commi.ssion to draft recommendations on 
nut just the pioblem of linguistic provinces 
hut also on the redislrtbuliun of provincial 
aieas on Ihe basis of all relevant considera¬ 
tions. I he commission known as the State 
Reorganisation Commission consisting of 
Syed Fa/.l Alt, H N Kun/.ru and K M Panik- 
kar did a great deal of work, examined 
documents, memoranda, etc, and interview¬ 
ed about 9,000 persons. The report published 
111 1955 recommended Ihe establishment of 
Kerala and Kar naiaka a.s separate provinces 
on linguistic grounds and ihc wishes of the 
people but said that Bombay would continue 
to remain a bilingual area consi.siing of the 
Marathi and Gujarati speaking people. The 
Marathi speaking areas of Hyderabad were 
to be transferred to Bombay but certain 
other Marathi speaking areas were to be 
taken away to form a separate Vidarbha 
Slate. The Tclugu speaking districts of 
Hyderabad were also not to be transferred 
to Andhra until l%l. The apprehensions of 
Ihe Dai Commission and JVP Committee 
had faded by I he lime the State Reorganisa¬ 
tion Rill was introduced in parliament by the 
then home minister Gobind Ballabh Pant. 
The home minister’s speech of course and 
the long deliberations on Ihc bill Showed no 
trace of any second thoughts about the 
linguistic principle behind the 
reorganisation.’' 

Parliament passed the act on the 
reorganisation of stales on the basts of Ihe 
SRC’s report. The process of territory and 
language delimitation, however, continued 
even after the reforms of 1956. 

The unrest, however, did not die out The 
chief centres of iroubie now were Punjab, 
where the Sikhs wanted a Punjabi speaking 
stale of their own, and Bombay where the 
Marathis and Gujaralts wanted separate 
stales for rhentsclvcs instead of being dubb¬ 
ed into a single province. In May I960, 
Bombay was divided into Maharashtra and 
Gujarat slate The Akali movement emerged 
on the Punjab scene as a gurudwara reform 
movement to liberate gurudwaras from 
exploitative clutches of the ‘mahantos’. 
Initially, it developed a strong anii- 
impcrialisl and even a proletarian character. 
But when the leadership went to the feudal 
and the feudal-turned-capitalist elements the 
character of the party also underwent a 
significant change. This change was respon¬ 
sible for the diversion of the Punjabi state 
movement into communal channels. Such 
diversion was conspicuous because at this 
point of time there were many such separate 
state movements which revolved more or less 
around language. 
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coalition in Punjab weakened and Master 
Tara Singh raised the demand for a Sikh 
homeland, the Hindus feared another par¬ 
tition on communal basis and began to re¬ 
nounce the Punjabi language. They claim¬ 
ed that Punjabi was a bilingual area where 
Sikh Punjabis spoke Punjabi where as the 
Hindu Punjabis spoke Hindi. These claims 
led to communal polarisation which was 
fuelled by respective communal organisa¬ 
tions. The report of the state reorganisation 
committee which rejected Punjab's re¬ 
organisation on linguistic basis kept the 
communal divide alive. 

The Akali-Congrcss Agreement of 1956 
to divide Punjab into Punjabi and Hindi 
speaking areas eased the situation to some 
extent. But the compromise did not last long 
as Akaii leaders resented Congress 
hegemony and contrary to its promise took 
part in politics. This eventually led to a split 
in the Akali Party which lost control of the 
Siromani Gurudwara Prabhandhak Com¬ 
mittee (1958). But it bounced back to power 
in the gurudwara election of I960 and en¬ 
thused by the victory Master Tara Singh 
immediately launched a mordia for Punjabi 
Sooba, giving it a communal colour. The 
Hindus countered it by recording Hindi as 
their mother tongue again in the 1961 
Census. 

During all these years the Congress did 
not take a consistent demoaatic stand on 
the issue. In contrast the Communist Party 
launched a counter-campaign against the 
communalisation of the linguistic re¬ 
organisation of Punjab. The party also 
detected that the Haryana region of the state 
was neglected and remained backward while 
the Punjabi speaking areas developed. Ac¬ 
cordingly, it organised the people of the 
Haryana region to demand a separate state 
for themselves. 

Sant Fateh Singh who succeeded Tara 
Singh realised that the Punjabi Sooba agiia- 
tiem could not succeed if it ran on communal 
lines. He came out with a new platform and 
declared that his demand for a Punjabi state 
was for all Punjabis—irrespective of their 
religious affiliations. Under pressure of the 
agitation the government was forced to 
announce the appointment of the S Hukum 
Singh Committee to look into the matter, in 
the wake of the Indo-Pak war of 1965 in 
which Punjab as a border state was affecied 
and the simultaneous pressure from the 
agitation launched by Sant Fateh Smgh the 
government was compelled to appoint the 
Shah Commission to inquire into the 
reorganisation of the state. Accordingly, the 
government agreed to reorganise the state on 
the basis of the Census of 1961. There was 
some controversy over the acceptance of the 
I%1 Census Report as it was known that the 
report was distorted. However, on the in 
sistence of the government the state of 
Punjab was reorganised into Punjab and 
Haryana by an act adopted in parliament 
(1966). But It left many vital issues like 
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resulting in further complexities later. 

The course of nationality formation in 
Punjab was very important. Like the Muslim 
question Punjabi nationality question had 
a religious dimension but the language 
question was also seriously involved in il.^'' 
Comprising Hindus, Muslims and Sikhs the 
Punjab region was also the hotbed of suc¬ 
cessive green revolutions. The complex class 
formation process initiated by colonialism 
went through further transformation with 
the green revolution. It was also complicated 
by the question of hegemony and organised 
political mobilisation. Punjabi speaking 
followers of the .Sikh religion comprising 
only about 13 per cent of the Punjabi 
population (as against 55 per cent Muslims 
and 30 per cent Hindus) in pre-independence 
India, struggled to emerge from a sect to ‘a 
people’ who lately claimed separate nation¬ 
hood. The Punjabi Sooba movement was 
not just a question of linguistic problems, 
it successfully masked their agitation for an 
essentially religious identity too.^^ The Pun¬ 
jabi Hindu attitude to identify themselves 
to Hindi language funher communalised the 
issue. The Urdu movement in Uttar Pradesh 
had marred overall Hindu-Muslim relation¬ 
ship.The Maithili movement in north 
Bihar did not have any religious cleavage^ 
But It failed to unify the Biharis as Mauhili 
was just one of the media alongwith 
Bhojpuri, Avadhi and so on, that the Biharis 
spoke and with the resurgence of Hindi, 
these languages have been reduced to the 
status of dialects spoken at home. But the 
Bihari nationality formation process was 
inextricably linked to Uttar Pradesh and the 
Hindi speaking regions of Madhya Pradesh. 

The process of carving out new states did 
not stop there. On January 26, 1950, the 
north-east consisted of the state of Assam 
and the union territories of Manipur and 
IVipura. The entire region consisted of about 
two hundred and seventeen scheduled tribe 
groups besides the plainspeople The number 
of language groups inhabiting the region can 
be imagined from this. In view of the seces¬ 
sionist demand from some Naga quarters 
countered by a demand for a separate state 
from some other quarters, a state of 
Nagaland comprising most of the Naga 
areas of the region was carved out in i%3. 
in the rest of the areas the Assamese 
language groups retained their hegemony 
which was slowly begun to be challenged 
the emerging middle classes of different 
tribal groups. It was fuelled by the consis¬ 
tent neglect of the non-Assamese regions of 
the state in terms of development and the 
attempts at forcible Assamesisation. The 
language policy of the Assam government 
(I960) was the final straw. The hill people 
resented imposition of the Assamese 
language and launched agitations for 
separate states. As a result, the states of 
Meghalaya, Mizoram and Arunachal 
Pradesh, Tripura, Manipur were created in 
1971-72—some as union territories, some 
full-fledged states. However, by the 
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fledged statehood, in spite of the difficulties 
involved the principle of linguistic provinces 
was followed to a large extent in the crea¬ 
tion of these stales. 

The tribal states movements of north-east 
India were a reaction to the chauvinistic ef¬ 
forts of the Assamese to Assamesise the 
tribal group, besides being a response to the 
encroachment by outsiders into the tribal 
area.*" This is true of all states of the region 
except Nagaland which, visualised its pro¬ 
spective marginalisation in the overall poli¬ 
ty of India and pul forward separatist 
claims. Tripura was an ex-princely state, 
subsequently accorded the status of llic chief 
commissionaraie and then statehood to pro¬ 
mote the upliftment of the tribals. 

NEHKII and REORGANISATiON OI 
Provinces 

As seen above, the period immediately 
following independence saw the climax of 
various separate state movements. Since 
Jawaharlal Nehru was at the helm of affairs 
he became the centre of attention in this tur¬ 
moil. He was looked up to for his socialistic 
leanings and pragmatism on the one hand 
and severely criticised on the other by his 
own partymen for his delaying tactics and 
apparent opposition to the creation of 
linguistic provinces. He wa.s attacked for go¬ 
ing back on his party’s earlier commitment 
to the creation of linguistic states. His stance 
was found to be ambivalent, compromising 
and disrespectful of people's wishes. 

But to Nehru,/irs7 things must come first 
and for a nation that had just come out of 
colonial rule, suffered the trauma of parti¬ 
tion and was .still unconsolidated, ‘the First 
thing is the security and stability of the 
country’.*' A strong India had to be built 
before its component parts could be con¬ 
sidered. But the agitating groups were not 
willing to wail; they felt that Nehru was 
going back on his promises and principles. 

Nehru always wanted a democratic solu¬ 
tion to the nationalities question in India. 
He was one of the constituent members of 
the Motilal Nehru Committee which for the 
First time had recognised and prescribed the 
principle of linguistic provinces for India. 
He obviously had a hand in the drafting of 
the Congress election manifesto which 
reiterated the party’s commitment to form 
linguistic provinces. But Nehru wanted 
lime.** The country was facing extreme 
crises and there were innumerable more 
urgent issues awaiting government’s atten¬ 
tion Nehru was sympathetic to the Andhra 
cause, but lie knew that if a start was made 
in this direction there would be a plethora 
of similar demands. Hence he wanted to 
delay any decision by appointing commis¬ 
sions. When the Dar Commission Report in¬ 
stead of cooling down the temper of the 
people, aggravated the situation. further, 
Nehru installed himself in the JVP Commit¬ 
tee and drafted its report himself which 
recommended postponement of the creation 
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oi iHiywHK provinces lor ten yews. It u evi¬ 
dent that this is euctly what Nehru 
wanted—that the next ten years should be 
used for strengthening and stabilising the 
nascent Indian nation subsequent to which 
these issues could be taken up. To him dur¬ 
ing this period the economic problems 
should take precedence The matter of 
linguistic provinces was ‘trivial’ nor was the 
time ripe yet for its implementation. But 
Nehru’s personal involvement in the JVP 
Committee did not help the situation. 
Pressures from his own party men from dif¬ 
ferent provincial units had become acute 
The granting of statehood to Andhra as an¬ 
ticipated, worsened the situation. Expecta¬ 
tions ran high. The case of Andhra was 
taken as a hopeful precedent by other 
language groups clamouring for statehood. 
The timing of such movements and the 
violence unleashed upset Nehru. He found 
the hurry and the inconsiderateness shown, 
a little too parochial. 

On principle; Nehru did not find these 
demands objectionable. In fact, “a linguistic 
mosaic might well provide a further base for 
national unity”. But what he found difficult 
to come to terms with was the “feeling on 
the part of the people who make the demand 
that they did not (so far) have a square deal; 
that if they arc left alone to manage their 
affairs, they would see that they got it”.*’ 
He pleaded with people to be logical m 
their approach and not get excited. During 
the debate on the Report of the State 
Reorganisation Commission, he said: 

I recognise that the language of the people 
is a vital matter for their development, 
whether it is education, administration or 
any other matter. But there is a distinction 
between developing the language to the 
fullest extent and this passion for building 
up a wail around a linguistic area and calling 
it a border. I completely accept the statement 
that people cannot really grow except 
throu^ their language but it does not follow 
that in order to make them and their 
language grow, a barrier must be erected bet¬ 
ween them and others.** 

While he appreciated the importance of 
a language in a community, he was not 
wholly committed to the creation of mono¬ 
lingual provinces.*’ This was a clear denial 
of his party’s age old commitment and 
involved shifting his own position. On 
aiKXher occasion also there was a dichotomy 
in Nehru. When pressed he agreed to take 
up the cause of Andhra and Karnateka but 
refused any alteration in the provindal boun¬ 
daries and was emphatic that the Congress 
was not committed to such alterations.** it 
is suriuising that Nehru trotted the creation 
of separate states and alteration of provin- 
ciai boundaries as separate issues. It suggests 
that Nehru was angry at the growing pas¬ 
sion for separate states. He wanted “Heidthy 
nationalism... to counter these foolish and 
tribal attitudes as also provincialism”.*^ 
Asserting that India was an integral entity, 
he claimed that provinces were created only 
with lidministrttive objectives’.** Of course 


the natufe iIk ptofalem was siich that 
Nehru was ‘not to be seen at his best’.** In 
fact, now Nehru started finding virtues in 
composite states created by the British. The 
example of Hyderabad where people spoke 
difTerent languages as diverse as Telugu and 
Hindi appealed to Nehru as potential cen- 
Ires of composite culture in south India 
while Bombay had developed as a cosmo¬ 
politan centre which would be 'vaudalisiic 
to throw away'.*” As a matter of fact, by 
I9SS, Nehru was thinking of creating large 
composite city-states out of Bombay, con¬ 
sisting of the Gujarati and the Marathi 
speaking areas including Vidarbha. This he 
fell would be the ideal way of having larger 
as well as fewer stales. He even went to the 
extent of persuading the chief ministers of 
Bengal and Bihar to agree to merge with 
each other to form one state,*' while 
Madras agreed to include Travancoie and 
Cochin. There was even talk of a larger 
Dakshina Pradesh consisting of all the 
Ihmil, Kannada, and Malayalam speaking 
areas. But all these ideas proved short-lived 
in view of persistent agitations and angry 
demonstrations leading to riots which spread 
specially in the Bombay presidency and 
Punjab. Disgusted and bitter, Nehru said in 
the Lok Sabha in I960: 

We live in a closed society—not one closed 

society, but numerous closed societies. There 

is a Bengali closed society, a Marathi closed 

society, a Malayali closed society and so 

on.*’ 

Indian Bourucoisie and I.inuuisiic 
Provinces 

The opposition to the demand for 
linguistic provinces came from anqther 
quarter—the Indian bourgeoisie In the wake 
of the demand for creation of a Samyukta 
Maharashtra, the Indian capitalist class 
struggling to consolidate itself after 
independence became vociferous in oppos¬ 
ing the theory of linguistic provinces. The 
Indian Merchants Chamber, comprising 
leading industrialists and businessmen, 
adopted violent opposition to the theory and 
its application for creating a unined 
Maharashtra. They had panicked at the pro 
spect of Bombay—the industrial city being 
transferred to the unified Marathi- 
dominated Maharashtra which could 
jeopardise their investments as most of these 
industrialists were Gujaratis. Marwaris, 
nirsis and so on, i e, non-Marathis. This 
organisation of Indian capitalists 
manoeuvred a committee of 69 prominent 
citizens to give evidence before the Dar 
Commission, in a meeting (August 26, 194g) 
a resolution moved by Ram das Kilachand 
and seconded by S A Brelvi urged the Con¬ 
stituent Assembly and the government of 
India to postpone the consideration to the 
demand for linguistic provinces for some 
more years.*’ Another resolution moved by 
A D Shroff and seconded by Vakil demand¬ 
ed that a separate state be created for 
Bombay, in case the government was con¬ 


sidering tht creation of 
provinces** for Maharashtra and Gujarat. 
The convenors of the meeting claimed lobe 
spokesman of the citizens of Bombay but 
it turned out that they represented interests 
of a small and powc til group. Invitations 
were sent “only to a few panicky capitalists, 
mainly, Gujaratis. Marwaris and elements 
alien to Bombay, who were known to be 
against the incorporation of Bombay in its 
natural environment—Maharashtra”.*’ 
With the prospect of Bombay being trantfer- 
red to Maharashtra some leaders of the 
Gujarati state movement, which was 
simultaneously going on in the Gujarati 
speaking region of the presidency, 
Saurashtra and Kulch, backed out and op¬ 
posed the formation of provinces on 
linguistic basis. K M Munshi, who coined 
the term Gujarati ‘Ashmita’ (identity) as well 
as the phrase ‘Maha-Gujarat’ (Greater 
Gujarat) has presided over the 1948 conven¬ 
tion of Maha Gujarat Sammelan which 
unanimously etpres^ the semiment for the 
unirication of all the Gujarati speaking peo¬ 
ple and resolved to strug^ to achieve a unit- 
ingual Gujarati province.** But in 1952 dur¬ 
ing his tenure as the governor of UP, he urg¬ 
ed the Gujaratis to oppose the movement for 
a Gujarati state expressing a sentiment which 
was cxpiessed by the Gujarati industrialists 
of Bombay.** It is well known that K M 
Munshi was the lawyer of the industrialists 
of Bombay and he was merely a spokesman 
of the latter, it is interesting, thou^ 
understandable, that the man who was hail¬ 
ed as (he father of ‘Gujarati nationalism’ 
criticised the movements for creation of 
states on linguistic basis as ’linguism’ and 
prophesied that such ’linguism’ could spell 
doom for the nation.** Another eminent 
Gujarati who had opposed the Gujarati state 
movement and was labelled as a part of the 
capitalist lobby was Morarji Desai. However 
the regional bwtgeoisie of Gujarat probably 
found the prospect of a Gujarati state with 
Ahmedabad as its prospective capital a 
lucrative idea as it would give them an open, 
new area to ojxrate and without competi¬ 
tion from its stronger counterpart settM in 
Bombay. The Ahmedabad Chamber of 
Commerce lent its support to the movement 
and agreed to bear the financial expenses of 
the movement (I9S6). A strong faction of (he 
chamber even boycotted the ceremony 
(August 8, 1956) organised to welcome 
Morarji Desai, who had been a vocal oppo¬ 
nent to the Maha Gujarat movement.** 
All through the l9S0s the Indian bour¬ 
geoisie continued to be hostile to the move¬ 
ment for separate slates on linguistic basis. 
Interestingly even after the consolidation o' 
its hold over Indian economy and polity, the 
Indian capitali.sts perpetuated ns tirade 
against the movemenu. In 1969, the presideM 
of Federation of Indian Chamber of Com¬ 
merce and Industries, Kirloskar while moving 
a resolution on national integration and the 
business community remarked that the two 
most serious and administrative blunders 
committed by the Indian state were: fint. 
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and fccondly. reorganising the federating 
units in linguistic states.'*’" According to 
him the ugliest form of provincialism has 
emerged in India due to the idea of linguistic 
jtaies."” Interestingly the assembly also 
found that victory of CPi(M) in 1967 and 
again in l%9 mid-term poll a dangerous 
turn towards regionalism which represented 
an alarming trend.The involvement of 
big money in the reorganisation of Bombay 
was apparent when the Congress working 
committee proposed an independent status 
for the city of Bombay. Similarly Tata House 
persuaded the government of West Bengal 
to surrender to Bihar about 600 square miles 
of territory in the districts of Purnea and 
Santhal Rugana containing t he coal reserves 
and the water works of the Tata Iron and 
Sted Company.'®’ 

in other words the struggles of different 
nationalities for self-rule and development 
were constantly attempted to be thwarted by 
the big bourgeoisie and its allies holding the 
state power in India. It also exposed the 
weakness of the ruling class and its strong 
aUianoe with the big bourgeoisie.'®* Even as 
democratic a demand as the linguistic state 
had to be wrested only after a protracted and 
bloody struggle. 

The opposition of the big bourgeoisie of 
India to the linguistic principle of state crea¬ 
tion was understandably based on the 
following premises. One; big bourgeoisie was 
fundamentally opposed to the concept of 
federalism. A centralised state remains a 
prime necessity for its unhindered growth 
and development.'* 

IVio, the big bourgeoisie being the leading 
partner in the class alliance that ruled India 
and increasing its control and operating 
through the centre and its decision-making 
organ—the cabinet, is extremely reluctant to 
concede greater powei to the states in any 
meaningful way."” More linguistic states 
means sharing power with one more set of 
regional bourgeoisie. State movements also 
often are followed by a demand for more 
autonomy which the big bourgeoisie resent. 

Third, linguistic provinces means en¬ 
couragement to the development to local 
language, culture and so on But theoretical¬ 
ly, the big bourgeoisie prefers homogenisa¬ 
tion of the market, development of a single 
language as the all-India market lingua 
franca (Hindi in this case) essential piecon- 
dition for the furtherance of the cause of 
capitalism and the implication of the 
linguistic states are antithetical to both. 
HetKx, there has been this trust on a massive 
middle classification of the entire country, 
an ever increasing English educated and 
Hindi speaking middle class which despite 
its heterogeneity are .similar in dress, tastes, 
habits and outlook and so on. Javed Alam 
felt that the ‘pan-Indian’ big bourgeoisie in 
India, unlike in Europe, did not need to 
champion any particular language and hence 
the Stalinist formulation that the bourgeoisie 
promotes regionalisl, linguistic state 
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tion is concerned. Here the role of the 
regional/local bourgeoisie who are to be 
distinguished from the big bourgeoisie 
becomes important. The local investors, 
unfit to compete with the big bourgeoisie, 
want to eke out their own field of operation 
in the form of linguistic states where ihev 
could use their potential coverage to reducc 
ihe impact of big money. Apart from 
Gujarat, Maharashtra is in fact a good ex¬ 
ample of the rise of local entrepreneur (par¬ 
ticularly in the sugar industry).There 
were also an increasing number of job¬ 
seekers from the lower middle classes 
without proficiency in English, thronging the 
gates of public and private offices. The crea¬ 
tion of new states and elaboration of their 
apparatus creates new opportunities for the 
local job seekers, politicians and investors. 
For these job seekers adoption of Hindi for 
official purposes would expose them to une¬ 
qual competition against those whose 
mother tongue is Hindi. In other words the 
functional logic behind the support or op¬ 
position to state autonomy movements was 
simple Big operators wanted big areas of 
operation, small operators smalt ones. Big 
business and big industry would like to func¬ 
tion unhindered by the political constraints 
of linguistic states while smaller business and 
industry wanted the protection of thdr state 
Similarly, the most educated professionals 
wanted an all-india opening for jobs and oc¬ 
cupations while the less-educated, less- 
resourceful middle class hoped for safer 
berths in their own states created on 
linguistic principle where they constituted 
the dominant majority."® ‘ 

Hindi Sub-Nationalism 

The making of the Indian nation was not 
complete yet in 1947. India had merely got 
rid of the foreign power and started working 
on the task of channelising the pan-Indian 
sentiment towards the making of the nation 
override the regionalist sentiments. As a 
mark of the beginning of the decolonisa¬ 
tion process and providing India with its 
own unique identification, the concept of 
national language was ushered in. Hindi was 
chosen as the only potential national 
languages in India but its implementation 
gave rise to acrimonious debate aitd political 
turmoil. It is ironical that though the overall 
purpose of the introduction of Hindi as the 
national language of India in place of 
English was to consolidate the decolonisa¬ 
tion process and integrate different diverse 
regions of the country it threatened to 
disintegrate the nation even before people 
could reconcile with the fact of the last 
partition. 

Hindi fok Hindusthan? 

1 he most prominent language controversy 
in colonial India was the Hindi versus Urdu 
and Devnagan versus Persia n-Arabic script 
issue. Hindi was identified with Hindu and 
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however there was no question any longe 
of making any significant concision to tht 
Muslims on the language front. The ques¬ 
tion that dominated the proceedings was 
whether and how long English should con¬ 
tinue to be retained as the official language 
li was also a matter of anxiety as to what 
should be the lingua franca of the diverse 
linguistic groups of India. 

English was agreeably India's ‘window to 
the world’ and its retention for official pur¬ 
poses had practical as well as emotional im¬ 
plications. The practical questions concern¬ 
ed international communjeation and 
dissemination of ideas of modern science 
and technology for which none of the Indian 
vernacular languages was yet fit, either in 
vocabulary or in the availability of translated 
texts. At the same time there fkas emotional 
antipathy towards the use of the. former 
master’s language. Retention of English 
language was considered to be an impedi¬ 
ment to the unhindered process of decolo¬ 
nisation. But tt was understood that as far 
as English was concerned, it had to be given 
some more time till the transition to an 
Indian language took place. But the major 
debate was; which of the major languages 
of India could be adopted as the official 
language. Poet Ihgore was clearly in favour 
of Bengali before he died. Hindi was emerg¬ 
ing as a medium of communication during 
the anti-colonial upsurge. Congress leaders 
addressed mass rallies in Hindi. Subhas Bose 
used Hindi in his INA movement. But most 
important the identification of Hindi with 
Hindus was vigorously reinforced after par¬ 
tition. There was a tacit attempt to project 
Hindi as the language of this part of parti¬ 
tioned India where Hindus were now an 
overwhelming majority. The ‘Hindi for Hin¬ 
dusthan’ slogan was used to back up the 
introduction of Hindi as a national 
language The association of Hinduism with 
Hindi was clearly evident when Hindi was 
chosen over Hindusthani, which was a mix¬ 
ture of Hindi and Urdu, as the national 
language of India. When Hindi was official¬ 
ly proposed as a national language the 
arguments made were: 

(a) It had the largest number of speakers 
and had intensive spread in northern India; 

(b) Being a Sanskrit-based language it 
could qualiO' more than any other language, 
as the lingua franca; 

(c) The langu^e did not belong to any 
particular province of India. The proponents 
rejected other languages as their speakers 
were confined to provincial boundaries on¬ 
ly. Hindi was also projected as a ‘link' 
language—both real and potential. 

The centre’s soft attitude towards Hindi 
unleashed an acrimonious debate leading to 
violent pr(»est all over the country except the 
Hindi speaking zones. It seemed the forces 
of disintegration were unchained even before 
the country could consolidate its new found 
freedom. 
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The Hindi Lobby 

I'n the initial period, the modern Indian 
political scene was dominated by the 
Bengalee. Both British as well as other 
Indians feared that if the British withdrew 
from India power would be transferred to 
the Bengalees. In fact it was also apprehend^ 
ed that the introduction of representative 
institutions or competitive job market would 
mean the dominance of the ‘advanced’ 
Bengalees. But the preponderance of the 
Bengalee elements in the central leadership 
in the nationalist politics witnessed a con¬ 
sistent decline from the 1920s. By the 1940s 
the modern Indian leadership came to be 
dominated totally by the representatives of 
Hindi speaking zones who were the pro¬ 
ponents of Hindi language. United Province, 
Bihar and Central Province were the largest 
provinces of India. Added to it were the sup- 
piorters of Hindi language from Punjab 
(Punjabi Hindus), the present Haryana and 
Himachal Pradesh who were otherwise bi¬ 
lingual. By sheer weight of numbers the 
representatives of these areas in the central 
legislature were so preponderant that 
together they could easily make or break any 
proposed policy. 'Fhe support to Hindi as the 
national language came from this lobby 
which was otherwise a heterogeneous group, 
in fact their heterogeneity actually 
strengthened the claim of Kindi. 

The resurgence of Hindi was not only a 
part of the Hindu resurgence in post¬ 
partition India, it also was a manifestation 
of the process of subnationalistic upsurge. 
R>st-independence India witnessed an up¬ 
surge of subnationalism on the basis of 
regional identity. There was a commensurate 
mushrooming of regional political parties 
based on regional identity and aspirations. 
While in the rest of India there was vigorous 
ethnic and nationality formation process, on 
the basis of regional/local identity the 
reverse was happening in the so-called ‘Hindi 
Heartland’ which comprised roughly the 
area under the province of Bihar, Uttar 
Pradesh and Madhya Pradesh excluding the 
tribal zones. In these areas., the nationality 
formation process among the Maithili, Bho- 
jpuri, Avadhi, etc, speaking people took a 
reverse turn with the standardisation of 
Hindi language. Instead of separate na¬ 
tionalities emerging on the basis of Maithili, 
Bhojpuri and Avadhi cultural groups, they 
emerged as one broad group (not a na¬ 
tionality) for whom Hindi became the sym¬ 
bol of identiHcation as well as unification. 
Although there was no culturally distinct 
Hipdi group, Sanskritisation, the brah- 
minical ideology and its caste system became 
the integrative symbols ol this group. Sup¬ 
port for Hindi from this group was an ag¬ 
gressive reaction to the subnationalist cur¬ 
rents that had surfaced so strongly all over 
post-independence India. This is not to say 
that these groups were more pan-Indian than 
subnationalist ie forces or were more con¬ 
cerned about the integration of the new na¬ 
tion. It reflected merely the subnationalistic 


Ep^tNMe lind July .17-; 


cultural and political aspirations of this 
dominant group. Their hostility to Urdu, the 
Hindiisation of the tribals living in those 
provinces and the antipathy towards the 
cultural and political aspirations of othei 
minor constituents of the Indian nation 
reflected the chauvinism anid lack of belief 
in the democratic principles of this group 
The association of Hindi with Hindu hud 
Its emotional appeal to the v/ounded psyche 
of the people w ho were ravaged by partition. 
But soon small nationalities and ethnic 
group began to sec through this appeal and 
its implications. The aggressiveness and the 
domination shown by the Hindi lobby in the 
introduction ol Hindi as the national 
language made clear who was going to 
rule India henceforth and how. 1 he sub- 
nationalistic movement had to strengthen 
ti.self in self defence 

Hindi vi rsms Non-Hindi 

In the wake of the debate i he country got 
divided into Hindi speaking versus non- 
Hindi speaking groups. While the pro¬ 
ponents of Hindi called for its recognition 
as the ‘national’ language of the country, the 
representatives of the non-Hindi speaking 
people insisted that their language was 
equally ‘national'; and if Hindi was to be 
recognised, it could only be as the official 
language of the union. For internal com¬ 
munication within their c>wn regions, non- 
Hindi speakers expected to retain the use of 
their own languages and the right to use 
Lnglish for inter-provincial communication 
as well as communication with the central 
government. This controversy also had 
another material dimension to it. The 
declaration of Hindi as the national 
language would mean the dominance of the 
Hindi speaking aspirants in competition for 
employment (public services). The non- 
Hindi speakers insisted on retention of 
English as the only way to block the eleva¬ 
tion of Hindi. 

The Constituent Assembly resolved this 
demand for retention of English for a tran¬ 
sitional period by granting H indi the status 
of official language of the country, but 
postponing its implementation for 15 
years.'" In the meantime English would 
continue to be the official language of the 
union and of inter-provincial communica¬ 
tion, and the major regional languages 
would continue to be used permanently in 
their own provinces and would also be 
recognised as ‘national’ languages through 
their incorporation into the eighth schedule 
of the constitution (also to be used in the 
UPSC entrance examinations). The constitu¬ 
tional compromise also provide for the 
establishment of language commissions in 
1955 and I960 to survey the progress of 
Hindi and also to give ‘due regard’ to the 
interests of people from non-Hindi speak¬ 
ing regions with regard to employment in 
public services, etc. After the interim 15 years 
parliament would take up the issue again. 

The final voting on the compromise 
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amendment revealed the basic Un<» of divi¬ 
sion in the country over the matter. On the 
one side were the most prominent members 
of the Congress including Nehru himself 
arguing strongly for Hindi and against tire 
pluralist solution advocated and on the other 
hand were representatives of southern states 
as well as states like Cujaiai, Bengal and 
As.sam. 

F.lforts, however, to prepare for the iran- 
siiipn to Hindi as ihe sole official language 
of the country in 1965 made liitle progress 
because of the opposition from regions. Pro¬ 
motion of Hindi in schools hud tittle suc¬ 
cess except in Maharashtra and Gujarat. A 
ihrcc-languagc formula was introduced in 
undergraduate education. 

In 196.1, two years prior to the scheduled 
transition to Hindi, the Uik Sabha look up 
the question of India’s olfMal language. 
Amidst heated debate the proponents of 
Hindi demanded immediate implementation 
of the constitutional provision on national 
language while MPs from Bengal and south 
India insisted on the retention of English. 
A compromise was reached and the Official 
Language Act l%3 was pas.scd under which 
Hindi was to become the official language 
of the country in 1965 but English was to 
continue as an associate additional official 
language. The act also piovided for a 
parliamentary review committee to recon¬ 
sider the situation in 10 years with the power 
to extend the retention of English if Hindi 
had not made sufficient progress among 
non-Hindi speaking people. Prime minister 
Nehru gave his personal assurance to parlia¬ 
ment that there would be no attempt to im¬ 
pose Hindi on non-Hindi speaking 
people."^ 

The ambiguity inherent in Ihe act left an 
unresolved tension which exploded after the 
death of Nehru (1964). In 1964, during 
Gulzarilal Nanda’s tenure as home minister 
(known for his pro-Hindt leaning) a direc¬ 
tive was issued from his ministry to all other 
union ministries, that in conformity with 
constitutional provisions on official 
language and the Official Language Act of 
1963, they report on the progress made in 
promoting “the use of Hindi for offlcial pur¬ 
poses and to indicate what steps they pro¬ 
posed to take to use Hindi" after Ihe 
designated day of transition, i c, January 26, 
1965. When news of this directive reached 
Tamil Nadu, there were massive student 
demonstrations, riots and self-immolations 
which continued for several months in latr 
1964 and early 1965 as a consequence of 
which, a grand convocation of the Congress 
Party leadership, union ministers and chief 
ministers, met in Delhi in June 1965. At the 
meeting a consensus was reached on remov¬ 
ing the remaining ambiguities in the Official 
Language Act. Under the terms of this com¬ 
promise, the non-Hindi speaking states were 
assured that Hindi would never be imposed 
on them, that English would be retained as 
an associate additional official language so 
long as even a single non-Hindi state desired 
it. In addition, on the material issue of en- 





cry into the union public services, i( was 
agreed that all the languages listed in the 
eighth schedule of the Constitution of India, 
that IS all the major languages as well as 
Hindi and English could he used as the 
medium of examination 

The compromise of l%5 was introduced 
formally into the Official l anguage Act 
through the Official l,anguagc (Amend 
ment) Act 1967. The nature of the tesolu- 
tion of this long-standing controversial issue 
was basically bilingual. The act provided fur 
the loint use of Hindi and English in parlia¬ 
ment, for the use of Hindi as the language 
of communication between ihc centre and 
the Hindi speaking states and the use of 
English for communication between the cen¬ 
tre and non-Hindi speaking states. However, 
the act and the overall compromise also con¬ 
tained multilingual elements particularly on 
Ihc matter of the languages of communica¬ 
tion for entry into union public services. 

As mentioned earlier the main features of 
these movements which reflected various 
national and ethnic questions originated 
during the colonial peitod and continued in 
the post-independence period. During the 
colonial peiiod most of these movements 
generally did not come into conflict with the 
national movement not did it digress from 
its anti-imperialist character The Dravida 
movement for example initially was as much 
an anii-brahmin inovcnicni as it was anti- 
British."' The Akali movement was essen¬ 
tially a peasant movement supported by 
demobilised soldiers. During ihe Ciurudwara 
reform movemeni the Akalis had declared 
(hat their ultimate task was to cleanse the 
bigger Ciurud.wara (i c, India"*) of the 
British. The movemeni had even acquired a 
proletarian bias before it was communalised 
during the IHinjabi Sooba movement."’ 
The Andhra state movement was in fact led 
by Ihc provincial Congressiies. Both the 
leaders of the separate Orissa movemeni, 
Gopabandhu and Madhusudhan Das 
clarified that their movement was a part of 
the Indian national movement."' The Kai- 
nataka Ekikaian Sangha maintained that the 
Kannada identity question was not a threat 
to India's national identity."* In Gujarat K 
M Munshi made it clear that Gujarati 
ashmita was not antithetical to pan-Indian 
ashmita.'^* This aspect of regional identity 
was illuminaiingly brought to life by a new 
group of historians, by studying individual 
cases. 

It is commendable that the Indian 
National Congress, as a professed represen¬ 
tative body of all sections of Indian people, 
had recognised the relevance o I the principle 
of linguistic provinces and promised to 
reorganise Indian p>'ovinces according to the 
principle, in a country where capitalism 
(under the aegis of colonialism) had instilled 
life in the national and ethnic groups who 
were at diltercnt stagc.s of development, this 
recogniiioii was the right .stimulus. It raised 
the hopes and aspirations of ihe national 
and ethnic grotqis But aftei independence 
when expectations were high from the na¬ 


tional government and linguistic recasting 
of the country was eagerly awaited the issue 
was relegated to (he background. This 
dampened (he spirit of the national and 
ethnic groups which was unwelcome for a 
country that had just emerged from colonial 
rule and was yet to establish itself as a 
nation. It weakened ihe foundation of thi 
federal structure even before it acquired <> 
firm f(X>ting. Discontentment, agitations, 
violence and even contemplation of seces¬ 
sion followed Nehru's favourable in¬ 
terference was eagerly expected as his 
socialist leanings were well known. But his 
disapproval foi an immediate recasting of 
India on lingiiisiic lines came as a severe 
disappointment. Ihc caution advised 
against such recasting by both the Dar 
Commission and the .IVP Committee was 
cr.o-.igh for Ihe iia'ionaliiics to lose hope At 
least the former saw some inherent dangers 
in any such reorganisation of Indian states 
from Ihe point of view of national integra¬ 
tion. It was suspected that the monopoly 
houses which wanted a single unified coun¬ 
try as its market pressurised the government 
not to concede to linguistic provinces. But 
the significant point is that, despite these 
warnings and disavowment of the principle 
ol linguistic provinces, the government was 
compelled under popular pressure to con¬ 
cede many new stales during this period. 

Curiously enough, the demand for a 
separate linguistic state has always been seen 
as 'secession'—a threat to national integra¬ 
tion.'-' The history of the principle of 
linguistic province in India shows that 
such suspicion was a new—a post-1947— 
phenomenon, before which national bodies, 
like Indian National Congress, themselves 
had repeatedly accepted the linguistic 
recasting. The Nehru report had even 
specified the areas that would need 
reorganisation. The [lOst-partition milieu 
gave rise to this phobia which saw every 
demand lor states' reorganisation as an off¬ 
shoot of partition'^* or another potential 
partition scheme. Similarly, the reorganisa¬ 
tion of states was usually a toncession’ to 
the democratic urges of the people and not 
a recognition of the historical development 
of the concerned nationality as reflected in 
its consciousness and as articulated in the 
demand for a separate state. A nationality’s 
final aspiration is to self-rule. Some ethnic 
groups were compelled to demand separate 
states because of ‘majoritarianism'. 
Pushed to the wall by (he growing accent on 
'numbers' and majority rule, and betrayed 
by the large nationalities such ethnic groups 
demanded a territory at least where th^ 
would at majority. Except for Kashmir, the 
Nagas and Mi/os, initially demanding the 
right of .self-determination, the separate 
.states movements so far were not seces¬ 
sionist-. They usually did not challenge the 
sovereignty of the Indian nation but wanted 
to remain an integral part of Ihe Indian 
nation and participate in the development 
process as a constituent unit. Moreover in 
a composite state small nationalities and 


ethnic groups were often neglected by the 
dominant nationalities in the allocation of 
resources for development. The argument 
that was often used against the creation of 
new states was financial unviability. The 
Nehru Report of 1928 had categorically 
slated that if the popular will was in favour 
of a separate stale, financial viability should 
not be a constraint though normally a state 
was expected to bear its own maintenance 
cost. But all regions of the country were not 
equally endowed and needed to be totally 
financed by (he centre Under the arrange¬ 
ment, the centre was after all a surplus 
extracting body whose one principal task 
was to pool the resources and surplus 
revenue of Ihe country and distribute it 
equitably among the various nationality 
areas so that people of different region 
develop at an equitable pace. If there wa.s 
any disparity between stales, it would be 
manifested in the altitude of the people The 
edifice of the Indian nation would crumble 
if a region and its people was to remain 
backward just because, accidentally, its soil 
was not rich enough. 

One obvious fear was that there would be 
no end to such demands for separate states. 
But if the country could have 25 provinces, 
could it not afford SO as well, especially if 
it curtailed political tension, precipitated 
development and strengthened the integrity 
of (he nation. USSR, for example, had IS 
Soviet Socialist Republics, 20 autonomous 
republics, 10 national areas and eight 
autonomous regions. Also the US with just 
230 million people has SO provincial units. 
The Indian federal structure had already 
shown incredible flexibility to accommodate 
fresh demands and evolve its own device to 
smoothen a crisis situation. In some casc.s 
it evolved an effective device of granting 
autonomy through the district councils 
system (as seen in the Gorkhaland ca.se) 
which shovved the flexibility of the system, 
which is organic and is capable of overcom¬ 
ing its own obsolete features and confron¬ 
ting situational exigencies. As against (his. 
ethnic and national movements reflected the 
fear, will and aspirations of the constituent 
nationalities and ethnic groups. The national 
language policy of the new government in 
free India increased the fear and misgivings 
and at the same time was a blow to the will 
and aspirations of these constituents. It was 
feared that Hindi subnationalism was lurn- 
Hig chauvinistic and emerging as a dominant 
force whose designs were 'expansionist' and 
hence reactionary. The assertive attempts of 
these subnationalistic forces in retaliation 
seemed to rock the very foundation of 
Indian nation for a while and threaten to 
disintegrate it again. Concessions and grant 
of self-rule lessened the intensity of the sub- 
nationalistic movements since then. But in 
a country where capitalism is slowly reaching 
new areas and awakening new cultural 
groups to life; the stream of subnationalistic 
uprisings seems to be unending. New 
demands and aspirations continue to surface 
some of which are demanding complete in- 
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lepcndcnce not just self-rule. 

The Indian nationality ({uestion cannot be 
itudied in exclusion of these aspects because 
he culmination of this process can only pro- 
K whether India has tmn a nation-in-thc- 
naking or a nation-in-the-unmaking. 
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lechnological Innovations in Agriculture 

Policy Options for Social Welfare 

S S Kutaula 

The concept of social welfare, viewed through income growth rate and welfare weights, after proper assess¬ 
ment, is extremely important for the betterment andmaterial well-being oj the .torie/y along with the baste objec¬ 
tive of reducing income disparities specialty when there exists a widening inequal income distribution, for this 
purpose, a sound policy is needed. A thorough examination to allow income redistribution through social value 
Judgment is necessary for tending the masses towards an egalitarian society along the path of social development. 


1 

Intrcnluction 

EVEN with tremendous pace of 
technological advancement, the outstan¬ 
ding issues, like reduction in magnitude 
of poverty, unemployment and income in¬ 
equality which have direct interdependen¬ 
cies on morphology of income distribu¬ 
tion, still appear to be frustratingly cir¬ 
cumscribed amidst the planning agenda 
impinging with the policy horizons of 
developing economies of the world. 

Income distribution analysis which 
economists study under two major ap¬ 
proaches, namely, functional income 
distribution and size income distribution, 
signifies the importance of development 
policies for suitable distribution of in¬ 
come. Functional income distribution is 
based on a certain set of restrictive 
assumptions propounded by nco-ciassi- 
cals. The trickling down mechanism, bas¬ 
ed on the dogma of harmonies of interest 
and automatic equilibrating adjustment 
for self-reinforcing economic forces is a 
dark spot on the face of neo-classical 
theory of development because it fails to 
provide a satisfactory explanation when 
income inequality between 'haves’ and 
‘have-nots’ grows persistently. 

In the context of agriculture whenever 
technological innovations take place, ‘the 
manna from heaven* approach that brings 
higher levels of output, which in turn, 
generates enormously increasing levels of 
income, thereby gives a great setback to 
the doctrinaire principles of neo-classicals 
in the sense that the self-correcting built- 
in mechanism loses a good deal of validi¬ 
ty, for its inability to explain simultaneous 
visibility of inter-sectoral disequilibrium 
in an economy. The drastic foilurc of neo¬ 
classical thesis is so unbelievable that the 
heterogeneous distributional consequen¬ 
ces of factor bias propels inequal income 
distributions embodied in a new agricul¬ 
tural technology but its improvement per 
se becomes disembodied effectively 
without theory. 

The theory of induced technical and in¬ 
duced institutional change which gene¬ 
rates controversial issues of selective 


mechanisation versus land augmenting or 
labour saving because of the distortion in 
price mechanism, biases in factor substi¬ 
tutability and displacement of labour 
gives rise to the problem of direct and in¬ 
direct employment effects in the whole 
economy. In view of such existing critique 
levelled against neo-classicals, it is less 
convincing to draw inferential re.sults 
judiciously while applying the approach 
of functional income distiibution. As 
such, there are obvious reasons to believe 
that the approach of size income distribu¬ 
tion gains superiority to functioal income 
distribution especially in third world 
economies. 

II 

Rational Appniarh 

A clear picture emerges for implication 
of suitable policy when planners are able 
to identify what proportion of income 
from total income realised by the com¬ 
munity of farmers is being received by dif¬ 
ferent categories of farmers. For size in¬ 
come distribution, Lorenz Curve repre¬ 
sents actual quantitative relationship bet¬ 
ween percentage of income recipients and 
percentage of total income received during 
a given period. In ordei to draw conclu¬ 
sions regarding nature of income distribu¬ 
tion of a given society, deci les or quintiles 
under the framework of Lorenz Curve are 
generally used. The extent to which ine¬ 
quality prevails in society and corrective 
measures to be taken fui equitable distri¬ 
bution of income with the instrumental 
policy parameters, namely, growth rates 
and welfare weights of income under the 
concept of quintile distribution is extreme¬ 
ly useful. 

However, the aim of social justice can¬ 
not be fully met because there are a priori 
reasons to believe that the richest take 
away major chunk of income while the 
poorest are left with a negligible share. In¬ 
herently, this is a grim reminder of the laa 
that socio-economic justice cannot be 
provided if the richest manifest increas¬ 
ingly higher growth rates whereas the 
poorest are not able to exhibit any signifi¬ 
cant growth rate of income At this junc¬ 


ture, ei'ononiisis suggest alternative policy 
options and try to achieve goal of social 
justice by allowing growth rate of income 
m a way that neats whole population 
equally If the basic goal of society is to 
uplift the poorest from theii poverty and 
to make them bettei off, then the welfare 
weights are assigned only to the poorest 
with no welfare weights to the richest 
although they show significant growth of 
income. 

rrorn the point of view of social, 
political and economic justification, for 
allowing the improvement in ific condition 
of farmers, the most common basis bn 
which the provision of relief measures are 
made aptrears to be farmers’ landholding 
sizes. How far the validity of the farm size 
IS consistent specially when new 
technologies are introduced in agriculture 
IS a questionable issue. Obviously, the 
result of income distribution will be 
misleading and ambiguous unless the 
analysis is based on the net disposable in¬ 
come of the farmers. Despite the 
usefulness of net disposable income over 
gross income, the viewpoint that the gross 
income gains suiieriority to farm size for 
designing a policy not only facilitates 
economic rationale but also tries to resolve 
some of the most outstanding i.ssues con¬ 
cerning validity of the inferential results 
especially when neo-classical tools of 
analysis arc forcibly applied to the farm 
data which itself is far from perfectly 
competitive environment of the produc¬ 
tion technology. 

Although farm size does not enter into 
the income distribution analysis directly. 
It still helps the planners from backup as 
it is implicitly present in the analysis. In 
other words, a more simplified and con¬ 
venient appioach is to assume an 
economic variable, say, gross income 
which has the capacity to capture all the 
characteristics of small, medium and large 
farms. In this way. we do not straightway 
seek departure from underlying 
manifestations of larm sizes, rather we try 
to accommodate it in income distribution 
analysis with a more realistic viewpoint. 
In view of the forementioned facts, the 
following section presents a conceptual 
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and suggests an alternative approach of 
using quintile distribution rather than 
farm size to construct various indices of 
social welfare for allowing fiscal measures 
rationally. 

Ill 

Cunc«‘[>lual Framework 

let u.s consider a simple equation of 
gross income Y for ith farmer 

Y. -ICX (!) 

i-i 

i = 1, 2. 3,.N farmers 

j I, 2, 3.K crops 

where C and P are output and selling 
price, respectively. 

These incomes for N families can be ar¬ 
ranged in ascending order for showing the 
rising levels of incomes. As usual, the 
population is divided into succes.sive quin¬ 
tiles and deciles according to ascending 
level of income for determining what pro¬ 
portion of total income is received by each 
income group. These quintiles ate very im¬ 
portant for the interpretation of growth 
of social welfare. 

Farm size is an important variable used 
in the calculation of gross income which 
itself is directly obtained as sum of the 
products of respective prices and farm 
sizes of paddy and wheat crops in respect 
of each family under community of 
farmers adopting land reclamation 
technology. Though the farm size differs 
considerably in both the cases of paddy 
and wheat, still it implicitly reflects ris¬ 
ing levels of incomes. 

The basic idea underlying the concept 
of quintile distribution under analytical 
framework of Lorenz Curve for measur¬ 
ing the overall index of growth of .social 
welfare is availability of income units to 
the 20 per cent of population in each 
quintile which are grouped according to 
rising levels of income If the interpreta¬ 
tion is carried forward with a judicious 
rate of income growth provided external¬ 
ly to each of the quintiles, then the overall 
growth of social welfare index (.SWi) can 
be measured by 

SWI = iw,e, (2) 

I I 

where tu, and p, are wellarc weights and 
growth rate of income of iih quintile 
respectively. 

This measure of social welfare provides 
a sanguine view of income distribution 
and is immensely helpful in the interpreta¬ 
tion of the improvement of social welfare 
in achieving goals of equitable distribu¬ 
tion through different policy alternatives 
for a society displaying inequal distribu¬ 
tion of income. For this purpose. 
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overall measure of index of growth of 
social welfare, namely, distributive share 
index, equal weights index and poverty 
weighted index. For example, we are led 
to construct distributive share index of 
social welfare if we assign suitable growth 
rates of income to respective welfare 
weights of quintiles. Similarly, equal 
weights index of social welfare can be con¬ 
structed if we assign equal weights to each 
of the different quintiles while retaining 
same growth rates as in the above exam¬ 
ple. Finally, there may be a need to con¬ 
struct poverty weighted index of social 
welfare if wel fare weights are exclusively 
assigned to the population residing in the 
first two quintiles. 

The above concept of social welfare, if 
interpreted for designing policy options 
through the help of socially desirable in¬ 
dices of social welfare, is an alternative 
view which, in fact, is generally employed 
for determination of policy incentives or 
curbs to be allowed in agrarian economy. 
Tliough, farm size is a crucial economic 
determinant for the award of relief mea¬ 
sures given to the marginal farmers in 
terms of price incentives, subsidies, credit 
facilities, the concept of social welfare if 
translated in terms of income speaks 
greater volumes for our realistic approach 
rather than the farm size. 

In our opinion, the concept of social 
welfare when transformed directly into the 
economic profile of agriculture, presents 
a mure sanguine view for attaining social 
justice. Further, when this type of income 
distribution analysis is applied particular¬ 
ly to those areas where crop production 
is assimilated under the premises of tech¬ 
nological innovations, it draws a realistic 
picture of the socio-economic conditions 
of the community of the farmers realising 
income from crop enterprises. This ap¬ 
proach is further .strengthened in view of 
the fact that the manifold rise in income 
levels, reflected by accelerated productivity 
takes place on threshold of the new tech¬ 
nology introduced in agriculture. 

in the broader sense of this fact under 
the profile of quintile distribution, our 
present approach is to establish a mutual 
relationship between the respective quin¬ 
tiles and manifestations revealed by large, 
small and medium size farms. In other 
words, we assume a situation that provides 
some characteristics which are inherently 
associated with different categories of 
farmers not by varying farm sizes but by 
varying levels of income shares reflected 
by different quintiles. More specifically, 
in the context of the adoption of land 
reclamation technology for crop produc¬ 
tion, the community of farmers is under 
following economically distinguishable, 
practically viable, plausibly acceptable 
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ated with different quintiles. 

Categories of Farmers 

The top 40 per cent, the richest category 
of farmers which has full command in the 
disposal of factors of production suited 
to land reclamation technology. It is fur¬ 
ther assumed that due to their sound 
.Financial status in the society, they have 
easy access to non-usurious credit, bar¬ 
gaining power in marketing activities and 
strong assimilation of technological know¬ 
how supplemented by research and exten¬ 
sion service components in their crop pro¬ 
duction. They have risk-bearing capacity 
and negotiable power at the time of 
natural calamities like drought, famines, 
low rainfall, storms, cyclones and uncer¬ 
tainties created by prevailing market con¬ 
ditions. Production takes place under 
competitive environment and the objec¬ 
tive inunction of the farmers is maximisa¬ 
tion of income. Finally, it can be succinct¬ 
ly asserted that this category of farmers 
have all characteristics that are generally 
displayed by the farmers of large holding 
sizes. It can be stated that most of the 
farmers of this category are owners of 
lumpy capital inputs like tractors, tube- 
wells, machine harvesters, etc. In the given 
sample, the production technology is dic¬ 
tated by the most modern inputs consis¬ 
tent with the requirements of seed-ferti¬ 
liser technology and the sample represents 
proper application of suitable inputs like 
gypsum while enjoying assured supply 
which are most important components of 
the package of land reclamation tech¬ 
nology. 

The most integrated approach for dis¬ 
seminating idealised adoption behaviour 
of a technology depends on human 
resource development, which in turn is an 
integral function of adult literacy rate, life 
expectancy and basic purchasing power 
for maintenance of a decent life. This is 
the high income bracket class of a given 
society whose production techniques in¬ 
variably are dictated by favourable socio¬ 
economic and .socio-political conditions. 
In view of the aforementioned facts, 
throughout the empirical illustrations, 
they arc assigned fourth and fifth quintles 
with 5 and 10 per cent growth rates of in¬ 
come for interpretation of the concept of 
social welfare, respectively. 

The bottom 40 per cent is the poorest 
category of farmers having relatively lit¬ 
tle command in the disposal of factors of 
production, which is not fully consistent 
with requirements of recommended pack¬ 
age of land reclamation technology. It is 
assumed that the level of income which 
they realise from their crop production is 
not sufficient to maintain desirable level 
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01 consumption, ineretore^ production 
and consumption are identical and their 
low levels of income are reflected by ex¬ 
tremely small crop yields on marginal 
prices of land. Evidently, their production 
technology is characterised minimal 
capital investment, non-availability of 
capital units, labour-intensive production 
techniques, socially demeaning status and 
operation of the law of diminishing 
returns to shrinking pieces of land. There 
are a priori reasons to believe that this 
class is presumably a depressed segment 
of the society and can therefore be 
characterised by low level of literacy which 
otherwise happens to be a necessary con¬ 
dition for mastcriTiinding production 
techniques efficiently. 

Evidently, within production scenario, 
human development component is miss¬ 
ing. They do not have risk-bearing capaci¬ 
ty (risk averse) and therefore, are con¬ 
tented with low mean yield but cannot 
tolerate higher variances of yields around 
mean. In other words their objective func¬ 
tion is neither profit maximisation nor 
income maximisation implying that the 
theory of neo-classical mode of produc¬ 
tion does not remain valid and they are 
practically immune to risk and uncertain¬ 
ty due to impoverishment and economic 
vulnerability. At the instances of missing 
modern inputs, their basic goal appears 
to be not maximisation of income or pro¬ 
fits but chances of subsistence. More 
specifically, this category of farmers 
reveals the characteristics of marginal/ 
small farms. A heavy dose of incentives 
and concessions is required to bring this 
class to a desirable level of production. 


I nereioi^ throughout all the empirical il¬ 
lustrations, we have assigned first and se¬ 
cond quintiles with a 0 growth rate of in¬ 
come in the light of preceding arguments 
of subsistence agriculture. . 

The middle 20 per cent category of 
farmers exhibits a mix of characteristics 
of the two atreme categories between 
which it lies, namely, the bottom 40 pei 
cent and top 40 per cent. Apparently, this 
category of farmers exidbits all the 
characteristics of the medium sized farms 
under the premises of land reclamation 
technology. For empirical simplicity, they 
have been assigned third qumtile and 2 per 
cent grdwth rate oi' income. 

IV 

Empirii^al Setting 

Rapid industrialisation and urbanisa¬ 
tion accompanied by population explosion 
has increasingly limited availability oi 
land for agriculture. Bearing in mind, the 
low carrying capacity of earth and sus¬ 
taining pace of agriculture without defore¬ 
station, the feasible solution to satisfy the 
food demands for additional masses, in 
years to come; compels planners for revi¬ 
talising, reconsidering and restructuring 
their existing policy prescriptions to pro¬ 
vide surplus land to increasing population 
of farmers without disturbing the develop¬ 
ment programmes. The answer to such 
questions lies in the reclamation of 952.06 
million hectares salt-affected soils in the 
world. The conversion of barren land into 
fertile soils not only resolves the numerous 
unresolved outstanding economic pro¬ 
blems in agriculture but also alerts the 
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governments about man-maae alarming 
situations, the menace of which comes in¬ 
to play whenever water is taken into fields 
due to faulty management of irrigation 
projects. The problem of salt-affected 
soils is equally important in Indian con¬ 
text as the estimated government figure 7 
million hi'iT-ires rtcoided m 1971 con¬ 
tinues to increase day by day. The seventy 
of this problem was realised by the govern¬ 
ment of India since the inception of 
Fourth Five-Vfear Plan and the research 
which was previously being done in dis- 
cordinated and sporadic manner became 
integrated with the establishment of Cen¬ 
tral Soil Salinity Research Institute 
(CS.SRI) at Karnai, Haryana in 1969. In 
order to meet this challenge of national 
importance, a package of Ihnd reclama¬ 
tion technology has been introduced in 
agriculture. 

In order to interpret the above concep¬ 
tual framework in terms of technological 
innovations in agriculture, the data of 
land reclamation technology is con- 
sideied. Realising the tremendous succetss 
of land reclamation technology, even the 
farmeis growing iheii crops on normal 
soils began to migrate from low produc¬ 
tivity neighbouring areas of Karnai 
district in Haryana to such areas where the 
salt-affected soils were fuliv reclaimed due 
to joint efforts of Haryana land Recla¬ 
mation Development Corporation 
(HLRDC) and Central Soil Salinity 
Research In.siitutc(CSSRI) Karnai in par¬ 
ticular and favourable policy of govern¬ 
ment of Haryana for reseltfement in 
general. The attraction was so much alar¬ 
ming that the ‘bajigars’ switched over 
from traditional professions to agriculture 
hoping to increa.se the living standards 
with the rising levels of income from such 
land where nothing was grown earlier. 
Even landless labourers who have been 
impoverished due to fragmentation, 
economic vulnerability and loss of land 
to rich and powerful landlords for long 
time became owners of land on reclaimed 
soils. In fact, the land reclamation pro¬ 
gramme on salt-affected soils has been in¬ 
itiated since 1970-71, but it received 
momentum only in the late 70s when it 
was completed. Also, full swing of migra¬ 
tion took place during the periods 1975-76 
to 1978-79, only after the entrance of the 
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pacKBge oi lana reciamaiion lecnnoiogy 
for racperimental laboratories of CSSRI 
through various operational research pro¬ 
jects (ORPs) revealing the outcomes of 
multi-disciplinary research oompoiienis of 
technology to farmers' fields. 

In view of the research findings confir¬ 
ming the fact that the crop production on 
the reclaimed soils comes at par with nor¬ 
mal soils in a span of about 2-3 years, the 
present .study considers the data of paddy 
and wheat crop pertaining to the year 
1983-84. Further, the package of techno¬ 
logy recommends the crop production of 
paddy and wheat only in the region. 
Therefore, the entire income generated by 
the community of farmers is due to paddy 
and wheat crop grown on reclaimed soils. 

More specifically, Karnal district was 
selected in view of the highest land rec¬ 
lamation. Finally, 110 fanners of Moonak 
and Rair Kalan adopting land reclamation 
technology and growing paddy and wheat 
during the yeat 198.1-84 were randomly 
selected from Gharaunda block of 
Haryana state. 


V 

Empirical IliuatratiunH 

To provide a more detailed breakdown 
of the size distribution of income decile 
(10 per cent) distribution is used. Looking 
at the decile distribution in Thble I, we 
find that the bottom 10 per cent of the 
population receives only 3.34 per cent of 
the total income while top 10 per cent 
receives 19.20 per cent. 

The second decile shows that bottom 
20 per cent of population receives only 
8.28 per cent of the total income and so 
on for each of the other remaining cumu¬ 
lative decile groups. As such, it can be 
noted that bottom 50 per cent of the 
population receives 32.71 per cent of total 
income 

Obviously, under the framework of in¬ 
come distribution, the sum of weights 
always adds up to unity and are 
non-negative. 

5 

X <U, - I <3) 

I 

Naturally, every quintile has a particular 
growth rate of income. However, the in¬ 
come growth rate of quintile may be less, 
equafor greater than that of the remain¬ 
ing four quintiles. But it is certain that the 
overall measure of the growth of social 
welfare will be between minimum and 
maximum value of income growth rates 
in the various quintiles. The various 
measures of income inequality suggest 
that its value lies between the two ex¬ 
tremes, namely, 0 (perfect equality) and 
1 (pelfeci inequality). We may further 
assume :hat the first four quintiles have no 
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income sh«f^ while top 20 pef c«ii accbwii • 
for ccm per cent share of income. Under 
such perfect inequality, the value ofSWI ob¬ 
tainable from (2) is 

SWl = tu,c, = 1.0 c, (4) 

Measurement of income inequality is cir¬ 
cumscribed by the problems of lack of preci¬ 
sion of data and ambiguities in its measure¬ 
ment, However, we extend the concept of 
quintile distribution to construct the overall 
measure of social welfare while trying to Tind 
out the alternative approaches by using dif¬ 
ferent rates of income growth and social 
welfare indices for community of farmers 
adopting land reclamation technology is 
presented in Table 2. 

Let us assume a realistic situation where 
the growth of income in the first two quin¬ 
tiles remain static while the last three quin¬ 
tiles record 2 per cent, 5 per cent and 10 per 
cent growth of income, respectively. There¬ 
fore, the overall measure of growth of social 
welfare based on distributive shares of the 
community of farmers adopting land 
reclamation technology attains the value of 
SWI(DS) =-- (.1964) (.2)f(,2675) (.0.S) 

■r(.3327) (.10) = .0906 . (5) 

It implies that with such respective growth 
of income on third, fourth and fifth quin¬ 
tiles, the social welfare index increases from 
l(X) to 105.06 per cent. With such respecuble 
growth rate of SWI(DS) that has provided 
equiproportionate amount of social well¬ 
being to all persons in societ y, our income 
distribution plan projects a disturbing pic¬ 
ture because the bottom 40 per cent still have 
only 8.28 and 15 06 units of income, 
respectively. 

This worsening of income distribution 
compels policy planners to suggest some 
alternative measures that would make bot¬ 
tom 60 per cent population better off than 
before, ironically, planners at this stage are 
not much worried about the improvement 
in SWI. Basically and more interestingly, 
they ate solely concerned with the better¬ 
ment of bottom 60 per cent population of 
farmers even at the cost of deterioration in 
the social welfaure index. The impasse around 
the point of inequitable income distribution 
analysis as seen through empirical illustra¬ 
tions, compete the planners to seek depar¬ 
ture from data-based judgment even though 
it provides a sound footing for alternative 
approaches leading to equitable dislribution 
of income. 

In fact, increase m social welfare has direct 
bearing on maiertal well being of the socie¬ 
ty. This can be attained when a heavy 
premium of high growth rate of iiKome is 
assigned to top quintiks. Although, such 
growth rate of income would result in con¬ 
siderable incream in owetall measure of soda! 
welfare, it is certain that the group of per¬ 
sons falling in other quiatilet would not be 
better off than before. We are in between the 
policy options whether 1 per cent increase 
in income of top 20 per cent it impUcitly 
assumed to be over four times as important 
to society asa I percent increase in income 
of bottom 20 per cent. Again, if we warn to 
retain same rate of growth at illusiiaicd in 
the previous example, a judicious way to ar¬ 
rive at a feasible solution it by equating I 


I <|te#cem iiictmoe ih the incomeof the richest 
to 4 per cent increa^ of the poorest. Highly 
inequitable distribution of income depicts 
a dismal picture if a persuasive illustration 
is not given importance with social vatua 
tion. It implies that policy-makers should 
forget the empirically deduced unequal 
shares in original units (income weights) to. 
carrying forward a computational result 
which necessarily demand a new thought 
around the framework of policy incentives. 
At this juncture, we are imeresicd in subiec 
live values tending towards egalitarian 
society. Under such situation, we are left 
with policy options to select arbitrary 
weights. However, we should be quite 
cautious while exhibiting preferences in the 
selection of weights in an arbitrary manner 
and it should be ensured that the particular 
choice should represent and reflect an im¬ 
portant social value judgment about fun- 
damental goals and basic objectives of a 
given society. 

In our attempt to get rid of unequal in¬ 
come distribution that places a high 
premium on the growth of income of top 20 
per cent populalion for maintaining a 
desired level of social welfare, an alternative 
way is to construct equal weight index of 
social welfare by assigning equal weights to 
the quintiles. More specifically, we are keep¬ 
ing 8.28, 15.06, 19 64, 26.75 and 23.33 units 
of income shares aside and assign an equal 
weight of 20 per cent to the growth ot in¬ 
come to each of the quintiles. 

SWI(EW) = 0.20 c, (6) 

Using the same growth of income as discuss¬ 
ed in previous illustration (5), we now gel 
SWI(EW) = 0.2(.02)t 0.2(0.05) f0.2{0.l) 

= .004 t .01-t .02= 034 
= 3 4 per cent (7) 

Undoubtedly, absolute increase in income 
for bottom group will be much smaller than 
the upper groups under this scheme of plan. 
But it is interesting to infer that there is 
equiproportionate bearing of all the quin- 
litef on the overall measure of social welfare 
index. It is commonly seen that the bottom 
40 per cent populalion is not able to main¬ 
tain their living stsniani because of the low 
levels of income r eceivad by tliem from their 
crop enterprises. Thsy ara the poorest group 
of society because the Ibaors of production 
are not under their control due to financial 
constraints. The prime question before the 
government is to consider their material wcli- 
being. This can only be achieved when the 
government placet subjective social values 
on the income growth rates of the bottom 
40 per cent. This can only be possible when 
no welfare weights are as^gned to top 60 per 
cent. Evidently, this type of arbitrary selec¬ 
tion of srelBuc weights advocates standing 
argumenu to uplift the poor and such 
wcllitic ecighu are useful to construct pcMtr- 
ly weighted index of fKial welfare. Again 
iurniiig to our previow numerical diuttra- 
llpn (5). the social wcifaie index (PW) will 
be given by 

SWIfPW). (0.7K0)+(0.3K0)+(OMOXO) 

.v(0)(0.0S>-t-<0M0,i) (S) 

Although, the idea of poverty imkx is not 
capable of recording any improvement in 


Social weifare, it has txttaM'ii'tllimisid 
material well being of the poorest category 
of farmers residing in a soci^y. 

V 

Cunriuding Remarks 

New technologies emerging in agriculture 
arc poiciiiiaiiy bestowed with high volume 
of income generation, in order to transform 
the community of farmers adopting new 
pioduciion techniques m their crop produc¬ 
tion into the egalitarian plane of income 
distribuiion, policy-makers have a set of 
ihrcc alternative policies based on 
distributive chare index, equal weighted in¬ 
dex and poveriy weighted index under the 
concept of overall measure of social welfare 
associated with quintile distribution of in¬ 
come For the measurement of overall index 
of the community of farmers, computa¬ 
tional framework i.s quite simple and 
’ straightforward. Increase in social welfare 
apiiears to be quite effective but the value 
judgment for meeting the goals of desired 
ccKial objectives depends on the ‘welfare 
weights' and ‘income growth rate* attached 
to each of the classes of farmers falling 
under each quintile. 

If the goal of the swieiy is simply to 
witness the ‘data based* computational 
Figures of the overall index of social welfare, 
then the ‘distributive share index' is uiually 
constructed without disturbing the income 
generating mechanism from outside. Even 
at the instance of high value of overall socild 
welfare provided by ‘distributive share index’, 
the actual distributional scenario is quite 
disturbing because the conditions of lower 
bottom class of farmers have worsened due 
to lack of any reasonable growth of income, 
alongwith comparative absolute share of in¬ 
come. Under the situation, policy-makers 
can improve the material well-being by 
allowing ‘equal weight’ to each of the quin¬ 
tile groups. Where high unequal distribution 
of income is frequently visible due tb 
presence of chronic poverty, then the alter¬ 
native policy option is to construct ‘pover¬ 
ty weighted index' as explained in our em¬ 
pirical illustrations. 

This simple exercise with socially justi- 
Ftable equitable dislribution of income and 
thereby increasing the social welfare of the 
community of farmers adopting LRT in 
their crop production can be extremely 
useful if the scope of the study is sup¬ 
plemented with higher volume of data 
associated with the location specific 
technologies under different agro-cUmatic 
zones of the country. In fact, income genera¬ 
tion due to crop pi^uction under the pur¬ 
view of a specihe technology requires a dif¬ 
ferent set of policy prescriptions. When in¬ 
herent characteristics of difrerent farm sixes 
gel its interpretation through the respective 
quintiles as explained in our concqMuai 
framework, a sanguine view of income 
difliribution in terms of social justice can ob¬ 
viously be reflected by the production 
scenario under the regime of a given 
technology, if not possibly with one year’s 
data bu; with the data spreading over a 
reasonaole period of time. 



DISCUSSION 


Creating a Community of Discourse in 
Sociology in India 


Ananta Giri 

IN her provocative article ‘Sociological 
Research in India: The State of Crisis' 
(EPW, June 9 Veena Das has raised some 
important questions regarding the prac¬ 
tice of sociological research in India. One 
cannot disagree with Das’s description of 
the lack of competence in sociological 
research in India today. Her plea for 
restoring “a dignity to dull, honest, plod¬ 
ding research" calls for critical reflection 
and creative response from all i>f us who 
are concerned with the problem. 

Das is keen to pursue such research and 
"build up a critical mass of empirical 
data” within "the accepted paradigms of 
a discipline'’ (p 1161). But what are the ac¬ 
cepted paradigms of the sociological 
discipline in India? Over the last 70 years 
of practice of sociology in India have we 
really cared to create a curriculum of 
sociology and anthropology in India 
which takes seriously our own cultural 
predicament and the Indian point of 
view? Das finds it alarming that many 
students whom she has met in interviews 
have forgotten where Malinowski did his 
fieldwork. But is it not equally alarming 
that some of the thoughtful interpreters 
of (he human condition from within the 
Indian tradition such as Gandhi, Sri 
Aulobindo and Ihgore do not find a place 
in tjie sociological curriculum of even the 
oenpcs of advanced study in our country? 
Da 4 takes for granted the discursive field 
of sociology in India. But apart from the 
lacl^ of competence in the average research 
scholar that she points to, the real crisis 
of ijidian sociology continues to lie in the 
factithat it is a colonial and metropolitan 
implant. Our curriculum is flood^ with 
matjn’ial coining from the west. If one is 
teaching religion in a department of 
sociology then why should one teach only 
Emile Durkheim’s Elementary Forms of 
Relitious Lifel Why, for instance, is a stu¬ 
dent not also taught Sri Auiobindo’s Life 
Divine! If one is teaching theories of 
cultare and society, then why should only 
Giddens and Geertz steal the show? In our 
curriculum docs a scholar such as Govind 
Chapdra Pande ftnd a place? 

lit fact, when one reads carefully Das's 
text, one is pained to discover that an un¬ 
critical metropolitanism permeates her 
thinking and vision. There is no denying 
that an efficient knowledge of English is 
a must for the practice of sociological 


research in India. But is it also not true 
that competence in one’s own mother 
tongue and several Indian languages is a 
must for carrying out research in India 
and understanding our culture? But our 
problem is that we are more interested in 
reading and writing in English than in the 
Indian langui^es. Writing in English pro¬ 
vides us a quick access to a global au¬ 
dience and brings laurels for us. It also 
provides us access to national and inter¬ 
national publishers. Wc hardly write in 
our own mother tongues. But if we do not 
publish in our own mother tongues then 
how are we going to communicate the 
perspective gathered from empirical 
research to the people of our land? in any 
critical reflection on research the question 
‘knowledge for what?’ cannot be altoge¬ 
ther avoided in the name of competence 
or keeping off populism. As practitioners 
of sociology we must widen our audience 
by writing in one or several Indian 
languages. We must not forget the fact 
that we are teaching and carrying out 
research in India, not in the US or 
England, it is very much possible to write 
efficiently in both one’s mother tongue 
and in English and this I consider to be 
a national task. But Das seems to be pre¬ 
judiced against writing dissertations in the 
Indian languages. One agrees with her 
that "sociological works in the regional 
languages nor regional contributions add 
up to a sufficient body of literature” 
(p 1160). But insteml of trying to remedy 
this situation by encouraging us to read 
and write in one or several Indian langu¬ 
ages, Das ends up only with a plea for 
English. 

This metropolitanism gets in the way of 
our being enriched by the work that is 
produced in India. The probieffl with the 
practice of sociology in India is that we 
have hardly cared to build up a communi¬ 
ty of discourse A community of discourse 
requires egoless inttiaction and communi¬ 
cation among these who think they 
belong to it by either professional role- 
l^aying or choice. But our egoism whip¬ 
ped up by our metropolitanism does not 
make us interested in the work of fellow 
research scholars of our land. We hardly 
care to know about the work that is pro¬ 
duced in the social science departments 
across the country. Das remarks that only 
five or six departments are competent to 


guide research scholars, but what kind of 
a community of discourse are we going 
to create with such a bent of mind? If a 
majority of departments lack in com¬ 
petence then the challenge is to belter the 
situation rather than withdraw support 
from these. Instead if only five or six 
depanments thrive it would further accen¬ 
tuate the alienation of Indian sociology 
by confining it to the language and reali¬ 
ty of the metropolis. 

Das draws our attention to the problem 
of sub-standard publications and plagia¬ 
rism in India. This is a problem and wc 
must face it squarely. But here we must 
also realise that the problem is not mere¬ 
ly that of sub-standard publication but 
lack of publication. As members of the 
aaidemic community in India, a majori¬ 
ty of us do not have the uige to publish. 
Therefore, even when scholars publish in 
their university or departmental journals, 
they should be read with care rather than 
ignored because of our a priori biases. 
Utkal University’s departmeni of anthro¬ 
pology produces an annual journal. Mm 
in Society. But how many in India know 
about it? On the other hand, we are more 
acquainted with such departmental jour¬ 
nals as Cambridge ^ftihfvpology. Even if 
papers published in journals such as Man 
in Society do not compare favourably with 
those published in Cambridge Anthro¬ 
pology, we have a duty to read the former 
because they are written by scholars in our 
country. Without such care and humility 
bom out of one’s commitment in building 
a community of discourse in India, the 
prospects for sociolpgy in India are bound 
to be gloomy. Das gives more importance 
to publication in referred journals than 
elswhere. There is no denying that refer¬ 
red journals demand more prof«sional 
competence from the authois. But we can¬ 
not decide a priori about the quality and 
coherence of articles published in either 
referred or non-referred journals. Since 
there are veiy few professional journals of 
sociology in India, we must welcome 
young scholars publishing in any forum 
they get and look for the best in them in 
unknown places. 

Das is worried that “there may not be 
a next generation” for sociology in India 
which has been nourished fay "such emi¬ 
nent scholars as Radhakamal Mukherjee; 
G S Ghurye, N K Bose, D N Mazumdar 
and M N Srinivas" (p 1161). But the next 
generation has to be prepared, it does not 
fall from the air. The problem in contem¬ 
porary India is that institutions are so 
littte concerned about their own survival 
and reproduction by being open to and 
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join them. In fact, the youth in India face 
a problem of institutional closure. Posi¬ 
tions lie vacant in universities and institu¬ 
tions of research for ages without being 
ruled up. When they are called for inter¬ 
view, in 99 per cent of the cases they art 
not provided any support for travel and 
stay. Both the experts and the iniervie^tees 
are called for the same purpose; but while 
the experts are taken care of by the univer 
sities the poor students ate left to the 
streets. The expens are men and women 
of means, while the student might have 
borrowed her bare travel money by mon- 
gaging her mother’s bangle Is such treat¬ 
ment fair? With such a framework for the 
meeting of generations, what kind of 
inter-generational solidarity can we 
expect? 

Das describes for us her disappointing 
experience in interviews. But she does not 
subject the existing framework of recruit¬ 
ment to critical scrutiny. First of all, is the 
prevalent mode of recruitment through a 
haphazard interview the best way of get¬ 
ting the most efricient scholars into in¬ 
stitutions? What can the experts find out 
in a mete lS-20 minutes? As an alternative 
we could have a two-tiered process of 
selection. An interview with experts can 
lead to a short-listing of candidates, who 
then should make presentations to an au¬ 
dience of students, teachers and concern¬ 
ed citizens. This is a better mechanism of 
recruiting the best than the ptevalcm 
method of interviewing where an expert 
sometimes docs not care to read the whole 
of a paper written by a student and pro¬ 
duced tefore the board, but asks about 
some author cited in the text. A commu¬ 
nicative interaction requites fairness on all 
sides and an interviewee should not be 
given the impression that he or she is 
being asked questions out of context. 

Das prefers to the Indian Sociological 
Society in her paper. She wants this body 
to prepare a report on the state of the 
crisis that she highlights. Indian Socio¬ 
logical Society has not had its annual con¬ 
vention for years. It also seems that the 
Society has not beat able to involve the 
majority of pr actising sodologists in India 
in its work. We, interested sociologists in 
India who want to interact with our col¬ 
leagues, do not have any platform for in¬ 
teraction and exchange of ideas. This is 
tragic and unfortunate Without r^ular 
annual meetings of our supposedly pro¬ 
fessional bodies, such as the Indian 
Sociological Society, we continue to live 
within our own particular oasa and have 
little opportunity for interacting with 
fellow scholars wl^ could tiansfbtin our 
taken-for-granted assumptions abOM the 
Self and the Other. The pUghl of Mt 


iiiuiwi aonoiogicai society heightens the 
urge^ to build functioning i^fessional 
bodies which would have an sJI-India 
character and not simply be metropolitan 
in their composition and ethos. It also 
underscores the importance of building a 
community of discourse in India where we 


give as much importance to good work 
coming from Coimbatore as we give to 
that coming from Cambridge. But in 
building such a community of discourse 
the problem of ^oism, though less visi¬ 
ble, is far more threatening than the pro¬ 
blem of invidious politics. 
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of the problem and the inadequacy of the measures adopted so far to deal 
with it. 
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THE SANWA BANK LIMITED 

(lncorporat0d in Japan wiA Limit$d Liability) 

NEW DELHI BRANCH 


I 

BALANCE SHEET AS AT 3J MARCH, 1993 

(Rupees in Thousands) 



As at 

As at 

Schedule 

31.03.1993 

31.03.1992 

i 

CAPITAL A LIABILITIES 



1 

Capital 

1 

IS0.000 

130,000 

Reserves A Surplus 

2 

60.903 

28,912 

Deposits 

3 

499.631 

558,989 

Borrowings 

Other Liabilities and 

4 

617.700 

213,300 

Provisions 

5 

23.031 

38.452 

TOTAL 


1,331.263 

1.009,653 

ASSETS 




Cash A balances with 




Reserve Bank of India 

6 

153.517 

111,396 

Balances with Banks and 




Money at Call and 

Short Notice 

7 

92A94i 

112,072 

Investments 

8 

273.763 

198,349 

Advances 

9 

774.563 

544.388 

Fixed Asseu 

10 

15.270 

15,870 

Other Assets 

11 

41.651 

27,578 

TOTAL 


1.35I.26S 

1.009.653 

Contingent Liai^ities 

12 

UI2432 

1,038.916 

Bills for Collection 


119.348 

139,757 

Accounting PNictes and 
Notes on Accounts 

17 



Schedules referred to Hmwe form an integral part of Ac Balance 

Sheet 





Af per our report of even dale 

For THAKUR,VAIDYANATH AIYAR A CO 

Chartered Acoounuuiu 

Si/. 

KNOUPTA 

AtfUier 

New Oeiiii 
Dwttd: 22 July. 1993 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 MARCH. 1993 


(Rupees in Thousands) 



I INCOME 

Interest earned 
Other income 

TOTAL 

II EXPENDITURE 

Interest expended 
Openitinf npenset 
Provisions A 
contintendes 

TOTAL 


IV APmWRIATIONS 

IhMsfir to statutory 
rcMrvRi 

Transfer to other 
reserves 

Ihuufer to government/ 
proposed dividend 

Balance carried over 
to Balance Sheet 

TOIAL 


Accotniag paHcies and 
Notes on Accounu 17 


War 

Ended 

31.03.1993 

Year 

Ended 

31.03.1992 

172,862 

31,873 

86.099 

39499 


125,398 

90.182 

2^985 

31,983 

20,142 

59.000 

46,870 

172,167 

98.993 

32468 

26,403 

6414 

5481 

26,054 

21.122 

0 

0 

0 

0 

32488 

26,403 




B ch ad u l e e referred to atowe form an iaMgial part of the Profit 
and Low Account 


For THE SANWA BANK LIMITED 

Sd/- 

NOBUHABU TACHIBANA 
Geneial Manager 
New Oettd Btaoch 


Frttnnmlr and Miikal BhaliJw JtdhUyjiaf'Mail 













































THE SANWA BANK LIMITED 

(Incorporattd injkpan uHA Limited Liability) 

NEW DELHI BRANCH 


-- 

SCHEDULES TO BALANCE SHEET 

(Rupees in Thousands) 

1 (Rupees in Thousands) 


As at 

At at 


As at 

As at 


31.03.1993 

31.03.1992 


31.03.1993 

31.03.1992 

SchwAUs! 1—Capiial 



Schedule 4—^Borrowings 



Capital 



I. Borrowings in India 



i) Amount brought in by way of 



i) Reserve Bank of India 


213400 

start'up c^iitai as prescriM by 



ii) Other Banks 


0 

the Remve Bank of In^ 

130,000 

130,000 

iii) Other Institutions and 
Agencies 

II. Borrowiniu outside India 


0 

TOTAL 

130,000 

130.000 


0 

ii) Cash deposited sritb the 



TOTAL 

«17,7I» 

213400 

Reserve Bank of India under 
Section ll(2Xn) of the Banking 



Secured Borrowings in I A II above 


Ntt 

Regulation Act, 1949 

I.SO0 


Schedule S—Other 

UiMHtiea and Prorlsiona 

M 





I. BiUs PnyiMc 

II. Inter-office adjustments (iwt) 

mm 

22,990 

0 

I. Smmiory Bessnos 



III. Interest accrued 


19,971 



IV. Others (including provisiont) 


l«42I 

(Benined pteflts tsssno U/S 
llOXbKii) of the Banking 
Raguistioii Act. 1949) 

Opaning Bilsiics 

iJM 

397 

23,031 

39,432 

TOTAL 

Schednir h—Cash and Balanees 





AddBiou dwtag the ysnr 

ASM 

3491 

with Hssssin Bank of Isrfla 



Dsdnctkins dnr^ the yanr 

0 

0 

1. Cash in Hand 

(Including Foreign Cunancy 







4,137 


I2.IS2 


Notes) 

2,939 

n. Cnpttnl Bsssnui 

0 

0 

II. Balances with Reserve Bank 



III. Sham Prasiiiiai 

0 

0 

of India 



IV. Bsvenue A Other Baserves 



i) In Current Account - 

130439 

107439 

Opening bolanoe 

Additioas durlBi the year 

23,244 

2A034 

2,122 

21.122 

ii) In Other Accounts 

0 

0 

TOTAL 

133417 

111496 

Daductiona during the ynar 


(Banitttncc to hand office) 

ST7 

0 





4g.72l 


Schedule 7—Baiaaeee wtth 



V. BnbHMC in PraA A Loss 


Basdrs and Money at 



hooomA 

0 

0 

ChD and Short Notlee 

I. In India 

i) Balances with Banks 



1DIAL 

«L9Q3 

29412 


91 

a) In Current Aeomats 






b) In Other Deposit 

1 Hail will 



Aooounu 

0 

0 

AL OMMarf Mpoaits 



ii) Monv at CdB and 



0 Itaan Banka 

g« 

sjm 

Short Notke 



1) nom Otters 

t3l4«) 

39490 

a) 9^ Banks 

0 

100400 

n. Bnvhva BmA Deposits 

M4«S 

29494 

b) Whb Other Institutions 

0 

0 

llLBni Dnposhi 

0 ftansBnnks 

MS44< 

233400 

TOTAL 

90499 

111472 

I) Hnni Ottan 

19441 

213422 

II. Outside Intta 

i) la Cunent Accounts 

1.496 





TOIAL 

499431 

359499 

M) In Other DsposH Aocounu 
iii) Monty at CaHmd 

Short Notice 

0 

hb 

■i 9 D9|MHila of Bnashsa hi InAs 

4994» 

339499 

0 


fl) Dspoate of BimrlM Ontsids 





Indln 

0 

0 

TOTAL 

1499 

■d 

TOIAL 

499431 

33A9S9 

OBANO TOTAL 

92.494 

112472 



IBBUSi 





.mi DMcly July I7>2«. tm 


IMi 





















































THE SANWA BANK LIMITED 

(Incorporated in Japan witb Limited liabiUty) 

NEW DELHI BRANCH 


SCHEDVLES TO BALANCE SHEET 


(Rupees in Thousands) 

(Rupees in Thousands) 


As at 

As at 


As at 

As at 


3I.03.1W3 

31.03.1992 


31.03.1993 

31.03.1992 

SelieAde 



Schedule 10—Finrd Assets 



I. Inmunenu in India in 



I Premises 



i) Oovemmcnl Securities 

273,763 

196449 

(comprises of improvements on 



ii) Other approved Securities 

0 

0 

leased ptcmises) 



Ui) Shares 

0 

0 

At cost as at 31 Match of the 



iv) Dcbentuies and Bonds 

0 

0 

preceding year 

3413 

5,114 

v) Subsidiaries and/or joint 



Additions during the year 


988 

ventures 

0 

0 

Deductions dunng the year 


(687) 

vi) Others 

0 

0 

Depreciation to date 


(818} 

TOTAL 

273,763 

198,349 

II. Other Fixed Articles (including 

■■ 

11. Investmcnu outside India in 



furniture and fixtures) 



i) Oowemment Securities 



At cost at at 31 March of the 

HUM 


(including local authorities) 

0 


preceding year 


10,159 

ii) Sidisidiaries and/or joint 



Additions during the year 

■0 

2409 

ventures abroad 


0 

Deductions during the year 

0 

(68) 

iii) Others 

0 


Depreciation to date 

(1460) 

(1427) 

TOTAL 

0 

mm 

TOTAL 

15470 

15.870 

GRAND TOTAL 

273.763 

196449 

Schedule 11—Odier Assets 



SalMdnle B-AdvaMM 



I. Intcr-offke adjuttmenu (net) 

10,880 

13,434 

A i) Bills purchased 

111,069 

100.402 

II. Interest accrued 

9.943 

8461 

and discounted 
ii) Cash credits, overdrafts 
and loans repayable on 

III. Ihx paid in advance/tax 
deducted at source 

10,150 

0 

demand 
iii) Ikrm loans 

652,743 

3,751 

439.409 

4477 

IV Stationery and stamps 

V. Non-banking assets acquired in 

0 

0 

satisfaction of claims 

0 

0 

TOTAL 

774,363 

544486 

VI. CHhers , 

10,685 

5463 

& i) Securad by tangible assets 

4M,890 

483,497 

1 

41,638 


ii) Coveted I 9 bank/ 

TOTAL 

27478 

government guarantees 

0 

0 




iii) Uiuecumi 

269,673 

60491 

Schedule 12—Coutingcnl 



TOTAL 

774,563 

544466 

Liabilities 



C. 1. Advances in India 



1. Claims against the bank not 



i) Priority sectors 

50,936 

29460 

acknowledged as debts 

0 

0 

ii) Public sector 

0 

0 

II. Li^lities for partly paid 



iii) Banks 

0 

0 

investments 

0 

0 

iv) Othen 

723A25 

515,108 

111. Usdulily on account of 



TOTAL 

774,563 
■ ■ 

544.388 

outstanding forward 
exchange contracts 

182,095 

172,733 

11. Advances outside India 



IV. Guarantees given on 



i) Due from banks 

0 

0 

behalf of constituents 



ii) Due from others 



a) In India 

;i437 

136478 

a) Bills puicbaaed and 



b) Ouuide India 

2,054 

0 

(bsoouniad 


0 

V. Acceptanocs, endorsements and 


b) Syndicated loans 

c) Others 



other obligations 

1,056,473 

719,975 



VI. Other items for which the bank 
is contingently liable 



TOTAL 

0 


393 

0 

GRAND TOTAL 

774,363 

— 

544488 

TOTAL 

1412.352 

1428.986 

' 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


SCHEDULES TO PROFIT AND LOSS ACCOUNT 


(Rupees in Thousands) 



Schedule IS—lulerest Earned 

I. Interest/discount on 
advances/biils 

II. Income on investments 

III. Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

IV. Others 

TOTAL 

Schedule 14—Other Income 

I. Commission, exchange 
and brokerage 

II. Profit on sale of investments 
Less; Loss on sale of 

investments 

III. Profit on revaluation of 
investments 

Less; Loss on revaluation of 
investments 

IV. Profit on sale of land, 
buildings and other assets 
Less: Loss on sale of land, 

buildings and other assets 

V. Profit on exchange 
transactions 

Less; Loss on exchange 
transactions 

VI. Income earned by way of 
dividends etc from sub¬ 
sidiaries/companies and/or 
joint ventures abroad/in India 

VII. Miscellaneous income 

TOTAL 

Schedule 15—lulerest Expended 

I. Interest on deposits 

II. Interest on Reserve Bank of 
India/Intcr-bank borrowings 

III. Others 

TOTAL 


Year Year 

Ended Ended 

31.03.1993 31.03.1992 


136,065 

24,738 



172,862 


(4,560) (2,096) 





(Rupees in Thousands) 


Year Year 

Ended Ended 

31.03.1993 31.03.1992 


Schedule 16—Operating 

Expenses 

I. Payments to and 
provisions for 
employees 

II. Rent, taxes and 
lighting 

III. Printing and 
stationery 

IV Advertisement and 
publicity 

V Depreciation on 
bank's property 

VI. Directors* fees, allowances 
and expenses 

VII. Auditots’ fees and expenses 
(including branch auditors) 

VIII. Law charges 

IX. Postages, telegrams, 
telephones etc 

X. Repairs and 
maintenance 

XI. insurance 

XII. Other expenditure 

TOTAL 


Schedule 17—Accounting Policies and Notes on Accounts 

I. ACCOUNTING POLICIES 

a) GENERAL 

The acGompsiiyuif financial statements have been prepared on the hisloricai cost basis and unless otherwise stated conform to the statutoiy 
provisions and practices prevailing in the country. 

b) FOREIGN CURRENCY TRANSLATION 

Assets and Liabilities in foreign currencies are translated into Indian Rupees at the rates current at the balance sheet dale, but for deposils 
from Non-Residents in Foreign Currency Non-Resident Accounts which are translated at the rates speafied by the Reserve Bank of India. 
Resultaat gains or lossea are taken to the Profit and Loss Account. 

Ttansactions during the yeac are translaied into Indian Rupees at the rate current at the date of transactions. 

Gain/Loss on forvnurd contracts are accounted for in the Profit and Loss Account on the date of settlement. Howqitr in case of out- 
sunding forward contracts at the year end, lots if any, is accounted for in the books. 
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THE SANWA BANK LIMITED 

(lncorporate4 in Japan u/itb Limited Liability) 

NEW DELHI BRANCH 


c> INVESTMENTS 

Invrttmeniii m ippipvtd Govemineni Securities have been classified under ‘permanent’ and 'cunent* catetorin. 

The curient investments aie vsdued at the lower of cost and market value. Permanent investments are valued at cost. However in case 
of differenoa bet w ee n the cost and redemption price the same tpu been accrued over the period from acquisition/April I, 1992 (in case 
of investments esuried over from Iasi year) to redemption date and has been recognised as income or cxpoise, in terms of letter from 
the Rsaerve Bank of India. OBOD No MI/27.02.00)/93 dated Ihbniary 23. 1993 [Pbalgiina 1914(t». 

d) ADVANCES 

Since Ibcie are no doubtful advances during the year, the accounting policy on the same has not been commented on. 

e) FIXED ASSETS 

Fined assets are stated at cost lets depreciation. Depreciation is on a strai^t bne method at the rates specified in Sdiedule XIV of the 
Companicf Act, 1936, except tot improvements on leased premises which are deprenaied over the period of lease. 

0 STAFF'BENEFITS 

The Bank has taken a Group Gratuity IHiliry widi the Life Insurance Corporation of India (LIC) under the Group Gratuity (Cash Ac¬ 
cumulation) Scheme; for the non-expatnate staff which coven the full contractual lialnlity towards graiinty in the event of death/ietire- 
mem, out of the balance remaining with LIC in the running account and under the term assurance. However in the case of employea 
leaving before retirement MC >iin>vid only repay the premium paid in respect of tboM emplovees. in the aforesaid cases the shortfall will 
be borne by the Bank. Excess pi.vtnrni over lerovcries from LIC m such cases win be treated on cash basis in the accounts, 
t) NET PROFIT 

The net profit disclosed in the Profit and loss Account is after provision for taxes on income in accordance with statutory requirements 
and other usual and necessary provisions. 

II. NOTES ON ACCOUNTS 

1. The cuneni account with the Stair Bank of India is pending reconciliation. This includes huge amounts of unexplained debits amounting 
to Rs SI09 thousand and unexpiamed credits amounting to Rs 8093 thousand as of 31st March, 1993 which remain to be identified and adjuMed. 

2. Advances classified as secur^ by tangible assets indude Rs III76S thousand for which oonfirmatitHn'from the ooncerned Lead Banks 
are yet to be obuuned. As a result these advances could not be segregnied into standard/sub-standard accounts. Consequently provision, 
if required, m respect of any sub-standard accounts, could not be made in the accounts for the year ended 31.3.93. 

3 Remuneration paid to the l^ncipal Offioer-Creneral Managei, New Delhi Branch. 

(Rs in thousand) 

CurreiU Vear Pre vious Tto 

Salary 360 286 

ABosmireei 17 

Monetary value of any other bcnefits/perquiviics 

per tax rules (excluding leave passage) 173 JI9 

S.W 

4 Figures m Rupees have been rounded off to the nearest thousand. 


Audtttor’s Report 

I. have audited the attached Balance Sheet of the New Delhi Branch of The Satiwa Bank Limited (incorporated in lapan with limited liability) 
asat 3IM March, 1993 and also the Profit and Loss Aocooni of the New Ddhi Bnuich oi the Bank for the year ended on thm dan-anncandthereia 
Z The Baianoe ShM and Profit and loss Account have been drawn up in accordance wrth the provtsioiu oi Section 29 of the Bnnking Regula¬ 
tion Act, 1949 rend with Section 211 of the Companies Act, 1936. 

3. The Current Account with the Slate Bank of India it pending reooncihailon as ai 3Ist March, 1993. Consequently, adjustments are to be 
caniad out for uimptained debits of Rs. 8109 thousand and credits of Rs. 8093 thousand on its recondliation 

4. Advances of Rs IU763 thousand have been ctassifM by the Managenumt as secured by rangiMe assets for which conflrmaiion from the 
concerned lead Banks are yet to be obtained As a mull, these edvancea could also not be segregated into stendaid/tub-standard accounts. 
Conaequcnily provision, if required. In respoct of these sub-atandard accounts, could not be made in the accounts for the year ended 3ltt 
March, 1993. 

3. Rb report that subject to our observations m Rira 3 and 4 above; 

a) Bb haw obtained all the information and explenatioas which to the best of our knowledge and belief were necessary for the purpose 
of our niidii and haw been found them to be saiMaciory. 

b) The transactions of the Bank which haw come to our notice haw been withm the powers of the Bank 

c) In our opinkm, proper books of account at required by the law haw been kept by the Bank so far as appears from our examination of 
ihote bemlcs. 

d) The Balance Sheet and Profit and Loss Accoum of the New Delhi Branch of the Bank dealt with by this repwt are in agieemem with 
the hooks of account 

c) In our opinion and to tN best of out informatiois and according lo the information and explanation given to us, the said accounts mad 
with the Acoouming Policies and notes thereun, giw the Infotmation required by the Companies Art, 1936 in the maniMir so required 
for Banking Companies and on such hasu- 

i) Tile Balance Sheet gives a true and Mr view of the state of aflhin of the New Drihi Branch of the Bank a.s at 31st March. 1993, and 

ii) The Profit and loss Account gives a true balance of the Profit of the New Delhi Branch of the Bank for the year ended M that date. 

For THAKUR, VAIDYANATH AIYAR * CO. 

Chartered Accountants, 
Sd/- 

Plnoe New Delhi (K. N. GUPTA) 

Dnied: 22 July, 1993 Fhruier 
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• hi> ittav 


One of the world's largest. 
Exports to more than 60 countries. 
Sales to increase 4 times! 
Profits 6 times! And EPS to be Rs.31. 

Ail by 1995 , 


Consider Core's world-class technology, and its production capacities comparable to world leaders. 

Its leadership in the domestic market and export. 

The fact that Rs. 79 crores of funds being raised would generate Assets worth Rs. 148 crores. 
And that our Sales will increase more than 4 times and Profits more than 6 times. 

The fact that we have a tradition of ploughing back our Profits for growth 
Consider Core's financial fundamentals, its estimated Profits & Net Worth and borrowing capacity. 

which would provide substantial financial surplus for continuous future expansions. 

And finally, the fact that all shareholders have multiplied their investments several times in the past 
Now isn't this opportunity to invest in Core at Rs 140 premium an extremely attractive one 

Public Issue of 47,34,000 Equity Shares of Rs. 10 each for cash 
at a premium of Rs. 140 per share aggregating Rs. 7101 lacs. 


mSKSASKBCa VED BYTHE MA liAMIIEIfr I 


• As Iherp is no linanciai derm loam partit ipalior. 
IrrjtTi ICICI Ki-i deplo/tneni ci lands and the 
iir.plcmfcnlatinn oi Ihu pruiecl is letl enlirely to Ihe 
promoters Howrtvci Ihe i.'opessd pr<)|cci tias 
been appraised by ICICi lor the purpose n* 
underwriling based on I'l house (istimali;'-' o( 
Company nianaqenierii 

• I lie Company will be aliened as mii'-h as Ihe 
industry is inllunnccd by Govemmiint poln e;, and 
business ryoles 

» Risk ot cost overruns ;n the implerneniation ot 
proiect However rnajor cost ol piu|e(;t in Ihe lorn 
rjl imported and critiral indigenous etjuipmenl i;. 
already lied up 

• The Company is yet to obtain saiietion Irom the 
Guiarat f lerlricily Board lor power requirement at 
its Sachana unit Howuvoi the Company is 
c^ntident ol obtaining the same in due time It is 
also planning to inslall its own generation units 


US an :illerniilive 

• ihe Company in.pufl-, somi c.nlitai oiw 
materials and ronsu'i.HPIes This is sub|ei I to 
changes in Goveimiit;r,l politatss and |tuf.lujliuiis 
in eruhangc rale The linmpany iniports these 
raw tiialuiidls and onnsuiiiabies el inlernalioridt 
Quality from wliild l-aders to be able lu 
rnanulariure I v' I 'ud; ni intiriiialiunal standards 
TIil Clf- value ol sui h irripotls arcouni-. Inr 
appmximalply HA ol Ihe sales value per umI 
Mom ot these items aie under OGl. and allrar.t 
special connessional rale of irtipori duly toi use m 
manufacture ot IV I iuids f urthrrr since trip 
Coiiipane IS expodiiig a-sigmliront portion o' its 
production, irrifjoit ol ihr'se ilrrrii;, is niA likely lu 
become a causo for > um.r m 


Lead Managers to the Issue 



ICtCI S«curN^ anil 

f Inane* Company t |«nll*4 

>> II II, Mr-', ri.„ ! •< I leiiu) I . d. I' 

, 't lfn> irr.J'jjt'rrfl I fi ,{t - « .. 



induatrtai f inane* 
Corpofatton of India 

Mm »•«! ' -|jr,k ,.g ;. ,.ru. 



Banh 9f Baroda 

< > rf-ii U iskii 


Regialrara to the laaue 
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BALANCE SHEET AS ON 31st MARCH 1993 


(OOO’s Of'iilU.'d) 



PROKH AM) LOSS ACCOUNT FOR THE YEAR ENDED 31st MARCH 1993 



Year ended 
31-03-93 

Rs 

Year ended 
31 03 92 

Rs 

1 INCOME 

Interest earned 

480.x, 38 

423,32,67 

Other Income 

75,58,89 

60,81,72 

TOTAL 

555,95,27 

484,14,39 

II EXPENDITURE 

Interest expended 

319,15,73 

237,27,55 

Operating Expenses 
Provisions and 

131,21,83 

111,83,15 

Contingencies 

88,55,76 

122,28,69 

TOTAL 

5X.93,32 

471,39,39. 


D BASU 
Chairman 


S M -PARANDF 
Managing Oirecior 


Year ended 
31-03-93 
Rs 


III PROFIT/LOSS 
Net Profit for the Year 
Profit brought forward 


IV APPROPRIATIONS 
Proposed Dividend 
Transfer to Statutory reserves 
Transfer to Other reserves 
Balance carried over to the 
balance sheet 
TOTAL 


H G, BALAGOPAL 
Gen Manager (Insp & Fip) 


V V, SAFYANARAYANA 
Asst Gen Manager (F&A) 


Year ended 
31-0»-92 
Rs. 


17,01,95 

46 

12,75,00 

46 

17,02,41 

12,75,46 

2,41,50 

-Nil- 

5,50,00 

4,60,00 

9,10,45 

8,25.00 

46 

46 

17,02,41 

12,75,46 
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Reform Agenda 

The Hnance ministry’s ’discussion paper’ on the economic reforms 
contains some indicative targets whose consistency merits atimtion. 
Also, the document differs in some subtle ways from past 
pronouncements of individuals and committees spearheading the 
’reform’ process. Most importantly, the agenda outlined in it is 
essentially a sneak preview of the conditionalities likely to be 
attached to the Extended Fund Facility (EFF) loan which the 
government, after a short-lived bout of bravado, has decided 
to seek from the IMF. 1S63 

The far-reaching changes in the macro-economic management of the 
economy proposed in the next three years in the finance ministry’s 
‘discussion paper’ will widen the gaps in the availability of essential 
social services and contribute to worsening of the problems of 
poverty and unemployment. 1556 

Caste Cleavages 

Central to the discourse on communal representation and 
reservation between 1850-1916, the related administrative processes 
and the non-brahmin response to them were the s(ati.st!cs collected 
from time to time These made the non-brahmins and the British 
officials increasingly aware of the structural cleavages in south 
India. Such awareness in turn sharpened these cleavages, pitied the 
non-brahmins against the brahmins and gradually paved the 
way for the non-brahmin movement. 1585 


No Case 

The 'inherent disadvantages’ of 
Indian industry which the Chelliah 
Committee advances as the reason 
for advocating protection are 
really domestic distortions which 
should be dealt with by domestic 
reform. And even in the interval 
during which they persist, there is 
no justification for favouring 
domestic sales over export sales 
which the tariff structure 
recommended by the committee 
certainly docs. 1599 


AUTalk 

The current enthusiasm of Bihar’s 
political leaders for reforms in the 
stale’s panchayati raj legislation is 
unlikely to result in any real 
change. 1567 

Math Myths 

India’s mathematical heritage 
offers much to be proud of, but 
claims that it offers quick 
solutions to all sorts of 
compuutional problems can be 
prored to be false. 1577 

Assessing Liberalisation 

The ongoing debate on the 
country’s economic liberalisation 
programme has been marked by 
some careless reasoning about 
what is expected to happen and 
why; whether the consequences 
are good or bad is quite 


Barter Blues 

Russia is attempting to reive the 
barter system in trade to rope 
with the economic crisis it is 
currently facing. 1575 

Little Men and a Giant 

The audacity of little men. The 
centenary of P C Mahalanobis' 
birth had been observed not for 
history's sake, but foi their own. 
They came to praise the Pnsfessor 
while making sure that each of the 
goals he had set his heart on 
remained aborted 1554 

in Decline 

Privatisation is hardly a solution 
to the ills that plague Assam’s 
synthetic weaving mills which were 
promoted at a lime when the 
cotton textile industry elsewhere 
was in the doldrums. 1569 


AKK 

A K Ramanujan was a poet, 
translator, folklorist and linguist. 
White he was proficient in all 
these, it is for his translations of 
classical Tkmil poetry that he 
will be chiefly remembered. 1571 

Blind Policy 

The impact of the World Bank- 
prescribed policies of ‘structural 
adjustment' are becoming evident 
in the field of education where the 
Bank is wholly in favour of 

B«eR hF«l lA saB 
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LETTERS TO EDITOR 


Ban on Use of Pesticides 

THE announcement by the union 
agriculture secretary, M S Gill, that the use 
of 12 pesticides is banned and 13 addi¬ 
tional pesticides is restricted in agriculture 
is welcome news. While this signifies the 
acceptance by the government that pesti¬ 
cides are dangerous from health and en¬ 
vironment angles, restricting the ban to 
use in agriculture is meaningless. 

I^sticides have affected the health of in¬ 
dustrial workers producing them, dealers 
marketing them and farmers using them 
in their fields. More than that, they affect 
the entire world of living beings as con¬ 
sumers of farm products treated with 
pesticides during cultivation and storage. 
We rAarvel at the sight of fruits and 
vegetables not attacked by pests even 
though fully ripened; however, we hardly 
realise that these edibles are totallv 
covered with pesticides which affect our 
health. Studies have now proved that 
pesticides cause many a serious ailments 
including cancer and respiratory diseases. 

Pesticides contaminate the soil and 
water. However the most damning impact 
n that the use of pesticides promotes the 
proliferation of the population of damag¬ 
ing pests by killing simultaneously the 
natural enemies of targeted pests. Pesti 
cides in addition inhibit the process of 
photosynthesis in the very plants intend¬ 
ed to be protected. Thus not only are the 
pesticides toxic to living beings, but they 


serve no purpose because they promote 
the proliferation of pests or their more 
pernicious mutations. 

Pesticides are used in public health 
operations in addition to agriculture. The 
DUT banned for use in agriculture is the 
most preferred pesticide of the public 
health department. In India a govern¬ 
ment-owned industry manufactures the 
DOT, hence even though it is known to 
be the most pernicious pesticide having 
the most adverse impact on human health, 
it is patronised in public health. 

No control whatsoever is exercised on 
the manufacture and marketing of pesti¬ 
cides. Large quantities of pesticides are 
imported and disposed of without ai^ 
control being exercised at any stage as no 
machinery exists for monitoring the route 
of pesticides from manufacture/import to 
the end use via marketing, in fact large 
quantities out of the pesticides manufac¬ 
tured and imported find their way to far¬ 
ming operations es«n though their use is 
banned in agriculture. Switi^ing off from 
other operations to agriculture of pesti¬ 
cides is so natural that that is hardly 
perceived. Ban or control on use of 
pesticides for agriculture when they are 
manufactured and marketed in India is 
thcieforc self-defeating. 

With the majority of damaging insects 
developing immunity against most of the 
synthetic chemical pesticides, with some 
developing immunity against all of them 
and with more pernicious mutations com¬ 


ing up, it is clear that chemical pesticides 
are no cure against pests, including those 
dangerous to living beings and vegetative 
life. What is required is the total ban (and 
not control) on the manufacture and 
marketing of all chemical pesticides mak¬ 
ing them unavailable in the country for 
use in public health, agriculture or any 
other operation whatsoever. 

The total ban is a prerequisite for con¬ 
servation of better environment and bet¬ 
ter health. The decision to ban and control 
chemical pesticides will have to be cabinet 
decision at the central and state govern¬ 
ment levels throughout the country and 
will have to be all-encompassing so that 
no banned pesticides are allowed to be 
manufactured, marketed and used for any 
purpose. That is the only guarantee for 
protection to the people against the 
dangerous pesticides. 

Kisan Mehia 

Bombay 

Report on Oustees of 
Bargi Project 

SINCE the National Workshop on 
‘Human Rights, Environment and the 
Law’ held at Bangalore between June 1 
and June S, the Indian People’s Tribunal 
has begun to make its presence felt. The 
IPT responded to an emergency situation 
at Bargi and within a week sent a fact¬ 
finding team to Bargi to view the situa¬ 
tion. Justice S M Daiid kindly consented 
to head the team and was accompanied 
by advocate M Desai. After a 2^hour 
long and arduous journey justice Daud 
reached the affected villages where 1,000 
villagers had gathered specially to meet 
him. The entire two-day trip has b«n 
documented in a report released by IPT. 
The report gives an insight into the kind 
of injustices that have been perpetrated on 
the people and the families that reside 
within the purview of the dam and also 
how in spite of large amounts of funds 
employed the dam is functioning far 
below the projected governmental statis¬ 
tical approximations. Copies of the 
report, for which the suggested contribu¬ 
tion is R$ 5 per copy, are available at the 
address given below. 

Deepika D’Souza 

Indian People's Tribunal on Environment 
and Human Rights, 

4th Hoor, Engineer’s House, 

86 Apollo Street, 

Bombay - 400 023. 
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Some Headway 


T he no-confidence motion in the Lok Sabha, which the 
government of Narasimha Rao survived by the skin of 
Its teeth through a characteristically sleazy operation, was 
•w much a tussle between the Left Front-Janata Dal on the 
one hand and the BJP on the other, though nominally both 
support^ the motion right to the end. It was, on the face 
of It, ludicrous foi the BJP to support a motion expressing 
lack of confidence in the government for, among other 
grounds, specifically "its compromising attitude to 
communal forces resulting in failure to tackle the threat to 
the secular basis of the Constitution arising out of the 
Ayodhya dispute and its aftermath” and “not bringing to 
book those responsible for the demolition of the mosque 
structure at Ayodhya". It supported the motion, moved by 
the CPI(M), not only out of the calculation that the possible 
defeat of the government might hasten mid-term elections 
in which it claims to be confident of significantly improving 
its strength in parliament if not of actually winning an 
outright majority. The EIP needed the no<onfidence motion 
to break the logjam in the Congressfl) after the demolition 
t)f the Babri masjid in December last and the communal, 
mostly anti-Muslim, violence sparked by it which has 
compelled prime minister Narasimha Rao, who had till then 
followed a more or less explicit strategy of tilting to the BJP 
to ensure the continuance of his minority gowrnment, to 
strike anti-BJP postures and, most important of all, dismiss 
the four BJP state governments formed after the last 
elections. The objeaive of the left parties and the Janata Dai, 
on the other hand, had been known: by confronting the 
Congressfl) with the threat of its government being defeated 
in the vote on the non-confidence motion they hoped to bring 
pressure on the ruling party to effect a change of leadership, 
removing Narasimha Rao and his group whom they have, 
with good reason, held responsible both for the government’s 
complacency; and worse, towards the Hindutva forces led by 
the BJP which made it possible for these forces to carry out 
the demolition of the Babri masjid and for the economic 
policies of rushing headlong into liberalisation and globalisa¬ 
tion under pr^ure exerted quite openly by the IMF and the 
World Bank. 

The fate of the no-coiifidence motion, it was clear from 
the outset, Idnged on the decision of the Janata Dal(A) 
group. If the group chose to continue its support to the 
government, the motion would have been reduced to a 
routine exerdse more or less, though the margin of its defeat 
would have been somewhat narrower than on earlier 
occasions because of the AlADMK’s recent alienation from 


ihe Congressfl). In that sense the decision of the Janata 
Dal(A) to switch sides and join the opposition was the 
highlight of the political drama of the no-confidence motion. 
As soon as Ajit Singh made his announcement the Ixft Fiont 
reiterated that what it was after was a change of leadership 
in the Congress. And within the luling party, it is known, 
a move was initiated to call a meeting of the Congress 
parliamentary party which way abandoned only after the 
group around the prime minister succeeded in ‘inducing* 
seven of the Janata Dal(A) MPs to cross over and support 
the government and was able to convince the party that the 
government would survive the vote on the no-confidence 
motion. 

In terms of the Left Front-Janata Dal’s objective of bring¬ 
ing about a realignment of secular and democratic forces the 
no-confidence motion, despite us defeat, was not wasted 
effort entirely. The expected admission of the seven former 
Janata Dal(A) MPs into the party is bound to become 
another issue in the ongoing tussle within the Congressfl). 
The methods which are widely believed to have bwn 
employed the prime minister’s group to wean away these 
MPs tend furtho* substance to the charge of “all pervading 
conuption even at the highest levels of the government” 
which formed one of the grounds for the no<onfidence 
motion. And in the bills which the government has 
introduced in parliament ostensibly to delink religion from 
politics the left parties-Janata Dal combine has another ready 
plank to continue its campaign. The bills vest the powers to 
disqualify candidates in the bureaucracy. Apart from the real 
danger of highly discriminatory use of these powers in 
view of the repeatedly revealed communal bias of the 
administrative machinery, these provisions leave the door 
wide open for abuse of the proposed legislation by the 
government and the party in power against their political 
opponents. But even more important, though the suted ob¬ 
jective of the legislation is to prevent the use of religion for 
mobilising political, specifically electoral support, the bills 
have been deliberately so drafted as to diffuse the focus on 
this vital objective by seeking to cover also parties and 
organisations which espouse causes related to cast^ language 
and region. This exposes once again the spuriousness of the 
government’s and the Narasimha Rao group’s self-proclaimed 
efforts to counter the political offensive of the Hindutva 
forces. There is thus no lack of grist for the mills of the Left 
Front and the Janata Dal if only they can muster the will 
for effective action in parliament and, no less important, 
outside 
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WORLD ECONOMY 

Deepening Recession 
and Other Bad News 

THIS is the season for the publication of 
the annual or periodic commentaries on 
world economic trends by international 
and multilateral agencies, such as the 
IMFs World Economic Outlook, the 
World Bank’s World Development 
Report, the Annual Report of the Bank 
for International Settlements (BIS), the 
OECD’s six-monthly Economic Outlook 
and annual Employment Outlook and the 
Economic Bulletim of the UN Economic 
Commissions for different continents. In 
recent years, there has occurred an increas¬ 
ing degree of convergence of the assess¬ 
ments, views and perceptions of these in¬ 
stitutions on th^ working of the world 
ecotramy, unlike in the past when their 
siancft ^fTered, particularly on the luture 
of the world economic order, based on 
each institution’s assigned mandate and 
role: Now all of them sing the same song 
of the virtues of globalisation and the free 
multilateral trading system, and the need 
for developing countries to follow struc-.^ 
tural adjustment policies, holding out the 
success stories of a few Asian countries 
as examples to emulate. 

Be thm as it may. the latest issues of the 
above reports along with «her pieces of 
information provide evidence of the 
disappointing macro-economic perfor¬ 
mance of the developed countries, the 
depressing social scenario in those coun¬ 
tries and the inadequacy of narrow 
supply-udc rscal and tight-fist moncury 
policies to remedy the situation. 

First, the current recession in the 
developed countries is proving to be much 
more intractable than expected. In fact, 
with the repeated downward revision of 
the forecasts of growth for almost all the 
leading economies, it is turning out to be 
the longest post-war recession. The IMFs 
latest World Economic Outlook has pro¬ 
jected a modest real GDP growth of 1.7 
per cent for all industrial countries in 1993 
(fro"'. 0.2 percent in 4991 and 1.5 per cent 
in 1992). This was based on an expected 
pick-up of the US economy from a growth 
of 2.1 per cent in 1992 to 3.2 per cent in 
1993. But the more recent indications of 
consumer and business confidence, sales 
of new houses and trends in the index of 
leading indicators all show a renewed 
slow-down and overall US growth in 1993 
is unlikely to be mote than 2.5 per cent. 
The outlook for Europe and Japan has 
also weakened and thus the three principal 
poles of the industrialised world are all 
facing a synchronised deepening of the 
downturn. 

The recession in the world economy is 
also reflected in a sizeable weakening of 
the growth of world trade. After increas¬ 


ing by d.9 per cent in 1989, the growth of 
world trade decelerated to 4 A per cent in 
1990 and 2J2 per cent in 1991. In 1992, in¬ 
ternational tmde was supported by a surge 
in Germany’s imports following reunifica¬ 
tion and a furthn stimulus derived from 
reconstruction in the Wtest Asia. Time was 
a volume growth in world trade of 4.2 per 
cent in 1992, but the recession is reflected 
in an absolute decline in unit value realisa¬ 
tion in SDR terms by 0.7 per cent in the 
year on top of a fall of 2.2 per cent 
in 1991. 

Though there are country-specific and 
continent-specific issues concerning the 
current recession, including cyclical and 
structural ones, world economic growth 
and world trade have suffered drastically 
because of one overriding factor, namely, 
the ruthless monetary squeeze and dis¬ 
inflationary policies pursued by the 
authorities in every western country (with 
the exception of Japan) which is reflected 
in persistently high teal interest rates, 
depressed levels of business confidence, 
considerable financial tensions and the 
need for extensive balance-sheet restruc¬ 
turing. There is no doubt that as a result 
there is the universal acclamation of the 
achievement of the industrialised coun¬ 
tries in inflation control. But the contrac¬ 
tionary policies and inflation control ate 
reflected in a pervasive weakening of fitul 
dornestic demand. The teal income gains 
from lower inflation and reduced interest 
rates have been used to reduce debt rather 
than increase spending. Apart from 
household debt Ruction in some of the 
countries, household consumption has 
been dampened by the slow-down in total 
earnings growth and the slackening of the 
demand for labour. Even as consumer 
confidence has been shaken due to irt- 
creasing uncertainty about employment, 
fixed investment has generally remained 
sluggish due to high interest rates, 
deteriorating profits and bleak corporate 
sales prospects and, in some cases, the 
need to strengthen corporate balance- 
sheets. 

It is significant that while tight 
monetary controls have been widely used 
to squeeze the inflation rate, none of the 
macro-economic imbalances in the in¬ 
dustrialised countries (except Japan) has 
been resolved. Thus they continue to face 
large budget deficits, relatively high real 
interest rates, inadequate domestic saving 
rates, turbulence in foreign exchange 
markets, growing imbalances in current 
account deficits and surpluses and, above 
ail, high and stubborn lewis of unemploy¬ 
ment. in this respect, these countries face 
a m'ajor dilemma. In fighting sluggish 
output growth, fiscal policy could not pro¬ 
vide any stimulus partly because of the 
already high levels of public debt and 
partly because of the to prevent an 


increase in interest rates and interes 
burdens. The prospective position in thi 
respect is also bleak with the objectiveo 
deta stabilisation requiring further fisca 
policy tightening in all industrialisei 
countries with the exception of Japan 
Amongst the industrialised countries 
Japan alone is in a position to pursue t 
policy of stimulating public investment 
The contrast is very clear. While the U! 
has faced allround sluggishness it 
domestic expenditure—household, cor 
poraie and government (also due to reduc 
lions in the defence budget)—^Japan ha 
retained the initiative of being able u 
deploy stimulative public expenditure; it 
public fixed capital formation rose by 6.' 
per cent in 1991 but accelerated to 13 J pe 
cent in 1992 and is expected to see a risi 
of 8.9 per cent in 1993. 

These macro-economic impulses are in 
crrasingly leaving behind a growini 
number of unemployed, reducing house 
hold earnings and imposing serious de 
mand constraints on growth which tin 
monetarist policies of industrial countrie 
do not seem to take cognisance of. In tin 
first place, despite a decade of uninter 
rupted economic growth, unemploymem 
in most of the developed market eco 
nomies at the end of the 1980s lemainet 
high and it has been further pushed u| 
rather sizeably by the current slow-dowi 
in economic activity since 1990. Unlike it 
earlier recessions when slower so^cc! 
employment growth was confined to thi 
cyclically sensitive trade and transport sec 
tors, this time cutbacks have also affecter 
the administrative staff oT industrial enter 
prises and the financial services sector 
This has been observed in several coun 
tries and can be attributed to automatioi 
and excess capacity in the financial in 
(histry. In the government sector, displace 
ment of labour, particularly in defena 
and dcfcncc-Fclated establishments, ha 
worsened the unemployment scene Show 
ing acute concern over the bleak employ 
ment outlook for its 24 member-states, thi 
OECD has estimated that their unonploy 
ment would rise to 36 million by i9M, i 
sharp rise of 46 per cent over the previou! 
cyclical low of 24.5 million in 1990 
Besides, in a large number of OECC 
countries, chronic joblessness or the pro 
portion of persons unemployed for pro 
longed periods has shot up. The OECC 
report, therefore, acknowledges that, giver 
the complexity of the unemployment pro 
blem, “even the best designed humar 
resource developmeni policies would pro 
vide only a part of the answer”. 

Apart from measured unemployment, 
there are a number of other disabilitiet 
which the labour markets have faced ir 
the developed societies, leading to pro¬ 
gressive erosion of purchasing powei 
among the lower income groups. First, th< 
OECD report suggests that a number ol 
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people are either discounged from look¬ 
ing rOT work owing to poor job prospects 
or are part-time workers who want to 
work longer hours. It is estimated that as 
many as 13 million people feil into these 
two categories in 1991 and that their 
number grew signiricantly in 1992. 
Secondly, part- and short-time employ¬ 
ment. which were already rising during the 
recovery phase of the 1980s, has expand¬ 
ed signiricantly during the past two yeafs. 
In fact a large proportion of all new jobs 
have been part-tinK, mmnly in the services 
sector. This brings us to the third ques¬ 
tion of significant structural changes in 
the indiKtrial economies where the impor¬ 
tance of manufacturing employment has 
dwindled. Manufacturing and construc¬ 
tion industries lost more than 2.6 million 
jobs in North America between the third 
quarter of 1990 and the second quarter of 
H. 1992 and 1.6 million jobs in western 
Europe during the same period. Ibday 70 
per cent of America’s GDP and 75 per 
cent of its employment are in the services 
sector. Apart from part-time jobs, the ser¬ 
vices sector is also known for harbouring 
a large proportion of low-paid jobs. With 
the loss of manufacturing, the loss of 
skilb amongst workers has been a factor 
causing reduced average earnings. 

These structural changes are reflected 
in growing inequalities among wage- 
earpers. In the 1970s wage inequalities 
declined or were stable in must countries, 
but in the 1980s the gap widened in 12 of 
the 17 countries studied by the OECD. 
America and Britain experienoed the most 
pronounced widening of wage differen- 
> tials. In America, in 1980, the highest paid 
decile of worhers earned 4.8 times as much 
as the lowest paid decile; by 1989 the ratio 
had risen to 5.6. In Britain the ratio in- 
oeased from 2.5 in 1980 to 3.4 in 1991. 
Apart from the struaural changes cited 
above; decentralisation of wage bargain¬ 
ing, increasing resort to performance- 
based pay. cuts in minimum wages and 
decline in union power have contributed 
to rising wage differentials in the market 
economies. As wage incomes constitute a 
large component of overall earnings in 
these societies, the rising labour income 
inequalities have tended to widen overall 
ricome inequalities. A study in the US has 
reported increased inequality in earnings 
for both men and women during the 
1980s. Further, poverfy rates prior to the 
grant of transfer incomes have increased. 
The greatest deterioration has occurred in 
the bigger cities which experienced large 
losses in manufacturing employment. In 
the case of the UK. the Labour Party's 
Commission on Soda! lustioc has brou^t 
out that apart from growing inequality of 
incomes, there are now mtue signs of 
serious socui deprivation. These develop¬ 
ments are intimately bound up with the 


Und of economy Britain has tHdli. Ely 
choosing to compete internatiomdiy as a 
low-wage, low-social-cosi economy with 
ittle protection for labour, Britain under 
Conservative Ruty rule has fostered grow¬ 
ing income inequality which has been 
made worse by the lack of success of the 
overall economic strategy. “Economic 
uiHter-performance has become the trig¬ 
ger of social division, which in tuin has 
created a labour force that is only capable 
of competing on price rather than skills— 
and so the vicious circle intensifies” 
according to the Labour Party Commis- 
aon’s report. 

As income disparities are widening in 
the rich countries, the distribution of 
world income among different countries 
is also becoming increasingly unequal. For 
instance, as reported in the latest BiS 
report, 20 per cent of the world popula¬ 
tion (excluding China) with the highest 
per capita incomes received 58.3 per cent 
of world income in I960 and their share 
rose to 64.6 per cent in 1990. At the other 
atieme, the share of the lowest 20 per cent 
of the population which was 4 to 5 per 
cent of world income in 1960 has steadi¬ 
ly fallen. Secondly, despite so much talk 
of LDCs gaining from the supposedly 
open and free multilateral trading system, 
the terms of trade of the developing coun¬ 
tries for their non-fud exports, which had 
risen liy II per cent between 1960 and 
1975, dedined by 20 per cent between 1975 
and 1990, leaving these countries’ share 
of world exporu unchanged at slightly 
over 20 per cent throughout the past four 
decades. It is in such a hostile environ¬ 
ment that countries like India are bdng 
brainwashed into adopting outward- 
oriented economic policies. 


POPULATION 

Do We Need a ToUcy’? 

THE UN-sponsored International Popu¬ 
lation and Development Conference to be 
held in Cairo in S^tember 1994 has ^ven 
rise to much activity and interest among 
women’s groups and other NGOs. Prepa¬ 
rations are on to organise a paralld NGO 
meet on the lines of the one held with the 
Rio environment summit. An ad hoc in¬ 
ternational alliance of women’s oiganisa- 
tions, the Women’s Alliance, has been 
form^ and preparatory committee meet¬ 
ings (prepcoms) are already bdng held. 

This interest comes in the wake of 
(telibcraic revival of the refurbished myth 


of the popufadioa bomb unce the fane 
1980s. As early as i9t5, the growth of 
world population was being seen as 
inimicai to US security interests. Henry 
Kissinger's now wdl knmn memoranduip 
to the US National Security Council h.>’' 
even exhorted polky-makers to cmpicj^ 
development assistance and population 
planning “cvciy bit as much as new 
weapons systems’’. The strategy of por¬ 
traying population growth of third world 
countries as a security risk has prompted 
a number of initiatives induding the re¬ 
cent trend of linking women's reproduc¬ 
tive rights issues with the objectives of a 
population policy. 

As a first step in countering this 
onslaught which is likely to be the major 
theme of the international conference at 
Cairo, the Women’s Alliance with the aim 
of having “women’s voices hcaid" there, 
has prepared a women’s declaration on 
population policy as a means of mobilis¬ 
ing worldwide support for a critique of 
the offidal position which is lilrely to be 
taken at Cairo and influence and inform 
individual country positions there. The 
statement focuses on women’s reproduc¬ 
tive health and rights and calls for a 
“fundamental revision in the design, 
structure and implementation of popula¬ 
tion policies". It suggests that population 
policies must be responsive to women'^s 
needs and must be grounded in certain 
basic ethical assumptions; that women 
can and do make responsible decisions, 
that they have “individual rights and 
social responsibility to decide whether, 
how, and when to have children and how 
many to have'’. Such policies must seek to 
reduce and eliminate “pervasive inequali¬ 
ties’’, “support women’s oiganisations 
committed to women’s reproductive 
health and rights" and promote the 
development and provision of the widest 
possible range of appropriate contracep¬ 
tives to meet women’s multiple nee^ 
throughout their lives. 

This declaration has however come in 
for some critical comment from some 
women’s groups, especially from the third 
world. They do not accept the stand taken 
in the declaration of attempting to create 
a ‘feminist ’ oriented population policy, 
but instead question the very need for a 
population policy, pointing out that such 
policy has been and, given global power 
relations, will be sexist, racist and im¬ 
perialist. They also point out that repro¬ 
ductive rights encompass the rights of 
each individual woman, while population 
policy is an attempt of governments and 


It is regretted that the Review of Political Economy, which should 
have been a part of this issue; has had to be dropped on account 
of the ongoing revamping of our typesetting facilities. 
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aJd aimdes td unpose their will on peo> 
pie end the two cannot therefore be recon- 
oled I his critique has also pointed out 
that the coupling of population policies 
and development aid has had disastrous 
consequences tor women of the third 
world 

The two statements also diller in their 
demand for women's health services I he 
critique points out that what is lack ing is 
an efficient and accessible health care 
system which caters to all aspects of health 
and not meiciy to reproductive and sexual 
needs ol women which, centring as it doc's 
on women’s re productive functions, makes 
sense only in i he context of a population 
policy 

These two statements represent the ex 
tremes of the range of positions that 
women’s movements all over the world 
have taken in the course of the last two 
decadn If indeed the NOO turuni is able 
to create a platform for discussion ol the 
sanous points of difference and agree 
ment in C aiio it will have accomplished 
a great deal even if the oHicial conference 
IS not influenced by these deliberations 

PAKISTAN 

Power Troika in Place 
Again 

PAKISTAN has been through an exliaor 
dinary couple of months winch have seen 
little government and a lot of political 
bargaining What adds piquancy to the 
situation IS the army s role where it could 
have taken power once again, it was foaed 
by circumstances to play the mediating 
role in resolving the constitutional dead 
lock between the president and the prime 
minister This may indeed be, as many 
commentators point out, because of the 
very definite signals from Pakistan’s 
donor friends espectaiiv the US and 
lapan, that military rule would not be 
sMcIcomed However, the fact of the revival 
of dcmociatic aspirations, indicated m 
some measure by the massive preparations 
and enthusiasm lor the opposition march 
to Islamabad which was called off at the 
last minute, cannot be disnussed as a fac 
tor in the army’s actions 

After Ishaq Khans dismissal ol the 
Nawar Sharif government in April had 
been reversed b> the Supreme C ouri, rtia 
tions between the then president and 
prime minister went steadily downhill 
Several attempts were made by interested 
parties to resolvc the situation Most of 
these, including one reportedly iaeilitated 
by Saudi interests, were aimed at keeping 
opposition parties especially the Pakistan 
Rsople’s Party (PPP), at ba) and only ap 
peat to have made malleis worse l>haq 
khan wanted his April dismissal to be 
adhered to by Shaiif and fot him to 
resign, while the latter wanted the prcsi 


dene to ley down office in step witn tne 
Supreme Court’s order overturning the 
presidential dismissal 
While the army was not visible on the 
political front until July, it had obviously 
been kept in the picture In fact Ishaq’s 
dismissal of the government in April was 
according to some commenutors, blessed 
bv the army However, given the circum 
stances, the army seems to have decided 
to play a mediating role It was clearly 
none too keen on going against the deci 
Sion of the highest court of the land, nor 
could It Ignore the vociferous and wide 
spread demand for fresh elections Sharif 
on the other hand, even while he crowed 
about his triumphant return, could not ig 
nore the pressures for fresh elections 
under a neutral government Even so, he 
seems to have tried his best to get the best 
of a bad bargain It was ciearjy the loom 
mg threat of thousands of opposition sup¬ 
porters descending on Islamabad, a situa 
lion he could not have coped with unless 
the army was brought in, that forced him 
to accept the ‘suggestion’ that he dissolve 
the National Assembly and resign 
After the prime minister’s resignation, 
ihe president too laid down office appoin 
ting a caretaker pnme miraster, Mooen 
Quenshi, a former World Bank vice 
president, and a cabinet has been form 
ed Governors and chief ministers of the 
provinces have also been appointed, all of 
whom are eithei bureaucrats or army of 
fleers and none ol whom can contest in 
the forthcoming elections in October 
Once the new government is in place the 
presidential elections will take place 
There is, not surprisingly, a lot of eon 
fusion in the political scene right now- 
allianccs are no doubt going to be form 
cd and bioken many times ovti before Oc 
tober The first major jarring note was the 
icsignaiion of the PPP’s secretary, who 
found the party'e actions uncharacteristic 
and going against its avowed principles 
And certainly, while, the PPP was the 
prime mover in planning the opposition 
match. Its actions in April have to be call 
ed into question By suppoiting the ptesi 
dent s decision it was tacitly accepting the 
powerful ccmstiiutionally prescribed role 
the president plays And Benazir Bhutto’s 
capitulation to the request of the army 
chief to call oft the march inevitable at 
that point of time no dopbt, and hei 
subsequent parleys with the army show 
that the power troika is well in place in 
Pakistan And the PPP is unlikely to at 
tempt further changes in the scheme ol 
things if elected The biggest sufferer oi 
all this will be the movement towards in 
stitutionahstng democracy apparently, no 
patty or group of parties which makes h 
to the prime minister’s office can afford 
to undo the se* up Zia had put in place— 
unless there occurs a massive mobilisation 
of popular opinion for achieving this end. 


TWENTY YEARS AGO 

£PW. July 28. 1971 

The union government is, to all ap 
pearances, on the threshold of a raa 
jor shift in its general industrial policy 
There will be from now on increasing 
ly less emphasis on the observation of 
the provisions of the Monopolies and 
Restrictive Trade Practices Act The 
government will lean over backwards 
to accord expansion of capacity to 
whoever asks for such expan aon and 
to permit retroactive authorisation of 
capacity expanded without prior ap 
proval, all that will be necessary is an 
extra measure of liberalism while inter 
preting the new frame of policy an 
nounced last February There is not 
much foreign exchange to play around 
with, but, within the limits of this 
resrraint, industrial enterprises will be 
allowed an additional latitude to im 
port essential components, spares and 
materials Requests for new licences, il 
may be assumed, will be somewhat 
speedily processed, whatever the nature 
of the proposed industnal activity and 
not much will be heard on the theme 
of priority and non pnonty sectors 
Reports that a single, cradle to grave 
type of agency is on the anvil to oversee 
the entire gamut of foi nialities concei 
ning new ventures, beginning with the 
issue of the letter of intent and going 
to the stage of arranging the required 
capital funds from public financial in 
stitutions, confirm the suspicion that 
the so-called socio-economic considera 
lions, or what have you, are being dit 
ched in a desperate bid to perk up Ihe 
rate of industrial growth The indue 
ed bias in private investment toward ac 
tivities marked by inordinately high 
short run profitability can be trusted to 
harm the cause of effective expansion 
of capacity in the more basic sectors 
A liberalisation of the rules and pro 
cedures can thus hardly provide an 
answer to tne problem of indusiiial 
stagnation unless resources tan be 
transferred from elsewhoe; The govern 
ment can forget about co-ordinated in 
dusirial planning and give up the 
paraphernalia through which it was till 
now trying not too successfully, to 
regulatf Ihe allocation of industrial 
capital By scuttling the present 
regulatory arrangements no additional 
resources arc going to be created, all 
that will be achieved is a re allocation 
of given resources in a manner which 
statisfies the doctrinaire non egali 
larians 


1550 


Economu. and Political IMekly 4uly 31, 199 



wimiwrmnimmT 


Core Farenterals 

COREPARENTERALS, which has made a big 
success of its business of manu facture of intra- 
tiendus fluids, having recorded a 21-rold rise in 
sales in five years from Rs 2.17 crore to Rs 4S.37 
croic with another 70 per cent leap reported 
in 1992-93 and an 82 times growth in net pro¬ 
fit from Rs II lakh to Rs 9 crore in the same 
period, is expanding capacity and to finance 
the proposed expansion it is offering to the 
public equity shares at a premium pf Rs 140. 
If the premium is exceptionally high, the com¬ 
pany explains its EPS is impressive at Rs 24 as 
per the financial year ended March 31, 1993. 
"Based on the £1% for 1992-93 (annualised)!' 
the company declares in its prospectus for the 
capital issue, “the P/E ratio in relation to the 
issue price of Rs ISO per share works out to 6.3 
times, which is well below the composite P/E 
ratio for the pharmdceuiical industry of 49". 
The comparison is not exact, since it is the 
multinational pharmaceutical industry to which 
it relates. For IV fluid manufacturing com¬ 
panies, the P/E ratio is less than half of that 
at 20,9 per cent. But the company has made 
it good and is demanding a price for it from 
new investors, it is also making a rights issue 
in fully convertible debentures which it is of¬ 
fering the shareholders for conversion into equi¬ 
ty at a premium of not more than Rs IS. 'The 
company manufactures 1V fluids in both large 
volume patenterals (20 ml to l,0(X) ml range) 
and small volume patenterals (less than 20 ml) 
and has an existing capacity of 420 lakh bottles 
of LVP fluid per annum and 600 lakh bottles 
of SVP fluid per annum. It is now expanding 
this capacity respectively to 1,72^ lakh bottles 
and 1,800 bottks. The bulk of the additional 
LVP capacity will be set up in a new plant at 
Viramgam in Gujarat, while all of additional 
SVP capacity will be installed at the existing 
location at Raj pur village The company is also 
setting up a unit to manufacture 672 lakh intra¬ 
venous sets and variants. The project is apprais¬ 
ed by ICICI to cost Rs 161.70 crore. The com¬ 
pany is issuing 52.59 lakh shares of which 24.73 
lakh shares it is offeriiig to the public and 21.03 
lakh shares to the NRis. The issue at Rs 140 
premium is to net Rs 78.89 crore Of the 
balance amoum of Rs 82.81 crore of project 
cost Rs 18.83 crore is being raised by the rights 
issue of convertible debentures to the 
shareholders. Rs 34 crore by way of term loans 
and Rs 29.98 crore as internal accruals. The 
company has projected for 1993-94 a turnover 
of Rs 98.66 crore (up 117 per cent over 1992-93) 
expecting it to go up to Rs 210.57 crore by 
1995-96, with post-tax profit to correspond to 
Rs 25.52 crore (EPS Rs 20) and Rs 64.16 crore 
(EPS Rs 31), respectively. Sushii Handa, Sunil 
Handa and B R Handa are the promoters of 
Core Farenterals. The company’s capital issue 
opens on August 3 under ICICI Securities and 
Finance Company, IFCI and Bank of Baroda 
as lead managers. 

Dintex Dyechem 

Ointex Dyechem, which is manufacturing dyes 
and dye intermediates with a capacity of 510 
tonnes per annum at Vatva, Ahmedabad, is 
undertaking a Rs 6.20 crore expansion by 
taking up manufaeture of vinyl sulphone and 


reactive dyes with a capacity 1,200 tonnes of 
each of these. The project is appraiseri by Bank 
of India and it is being funded with Rs 5.20 
crore of equity and equipment finance loan of 
Rs I crore. The company is issuing 26 lakh 
equity shares ol Rs 10 each at a premium of 
Rs 10 per share and offering 20.50 lakh shares 
to the public and one lakh shares to banks' 
mutual funds. For the year 1991-92 the com¬ 
pany earned a net profit of Rs 48.45 lakh on 
a turnover ol Rs 8.04 crore. The turnover lot 
1992-93 was less at Rs 6 crore. as due to 
political turmoil in east European countries the 
company lost export orders worth Rs 6 crore 
It has since sought out markets elsewhere and 
secured orders for Rs 5.15 crore from 'Ihiwaii 
and Belgium. With the expansion which is to 
become operational this September, the com¬ 
pany expects sales of Rs 18.67 crore for 1993-94, 
Rs 22.05 crore for 1994-95 and Vs 24.83 crore 
for 1994-95. Net profit is placed at Rs I 88 
crore, Rs 2.29 crore and Rs 2.95 ciorc respec 
lively for these three years. The company is 
coming into the market on August 4 under BOi 
Finance as the lead manager. 

Parasrampuria 

Plantations 

Parasrampuria Plantations has acquired 2,700 
acres of land 110 km from Bombay near 
Shahapur on the Bombay-Nashik highway. On 
this land the company plans to build 250 or¬ 
chards and 500 cottages as part of a Rs 5 crore 
resort which is expected to be completed by 
October next year The company is offering 
various investment pioposals relating to agro- 
industry. In November last year it had offered 
an investment opportunity in orchards and in 
February this year it launched a scheme called 
Green Earth Unit Series I. The company has 
now announced further investment schemes. 
Green Earth Unit Senes II envisages an initial 
investment of Ks 2.500 and promises 15 per 
cent return from the first year to the 15th, at 
the end of which period the unit-holder is to 
get a leak wood tree, the expected value of which 
IS claimed to be Rs 50,000. Both the returns and 
the capital appreciation will be tax-fiee. Under 
the Green Earth Vegetable Carden Units, the 
investment will be for five years. Each unit en¬ 
visages an investment of Rs 15,000/Rs 25,000 
for a vegetable garden of 500/850 sq ft respec¬ 
tively. The unit-holder is promised 18 per cent 
returns tax-free, paid every six montlis. At 
maturity the investor gets back his money with 
5 per cent appreciation. The company's Little 
Woods resort will consist of orchards and cot¬ 
tages. An investor investing in a cottage will 
own the cottage and is promised his investment 
back in IS years plus teakwood trees which, it 
is claimed, would give him an income three 
limes the value of bis investment. Cottages 
range in size from 540 sq ft to I.KX) sq ft and 
in price from Rs 2.90 lakh to Rs 7 lakh. Under 
Orchard Phase II, the orchard-owner owns his 
plot of land and is promised 150 per cent tax- 
free agricultural income during 15 years and 
at the end of that period teakwood and 
rosewood trees planted in the orchards. The 
orchards range in size from 10,000 sq ft to 
1,00.000 sq ft and in price from Rs 1.95 lakh 
to Rs 13.70 lakh. 


CIDCO’s Seawoods 
Estate 

CKX.'O, a Maharashtra government undertak¬ 
ing especially sei up with a flexible and 
auionomous company status to plan and 
develop ihc Ntw Bombay metro centre which 
has so fat constructed over 90,(X)0 dwelling 
blocks and spent over Rs 2,000 crore in 
development expenditure, has planned to 
build an exclusive residential complex cover¬ 
ing an area of 58 acres mainly for NRls at 
Ncrul in New Bombay where the roost elegant 
and ..oiitemporary style of apartments/pent¬ 
houses have been designed. The site, which is a 
short drive from the central business district 
being dcveloiied at Belapur and about 10 
minutes walk from the Nerul railway station, 
IS 10 be coniicctcd to Radio Club near Gateway 
of India Bombay by a water transport facility 
just half a km away, in addition to an 
csisiing 60 mti wide basicrn Express highway 
with a 10 mir wide service road on either side 
which direeily connects the site with the fully 
developed Vashi node The complex, to be 
christened Seawoods Estate and designed and 
planned by a well-known firm of design con- 
sulianis ''Archiieci Hafeez Contractor” from 
Bombay, will consist of 1,134 elegant apart¬ 
ments including 102 duplex penthouses with an 
option regarding parking space. The well- 
connected apartments comprising of well- 
designed and planned kitchen, living and 
dining areas and a range of two to four 
bedrooms, will be located in 12-storey high 
lowers linked by (lodiums and terraced lawns, 
the upper terrace being common and designed 
as an amenity deck. 

T he othei facilities to be provided include 
approximately 15,000 sq mtrs of green land¬ 
scaping surrounding with man-made water¬ 
bodies, mounds, downs and meadows to avoid 
any monotony in the landscape, an extensive 
weii-designed recreation ground for children 
situated away from the traffic area, a club house 
with a swimming pool, a promenade along the 
sea face and a convenient and modern shopping 
arcade and a school within the layout. Other 
facilities like super markets, cinema halls, 
medical racilitie.s are situated in close proximity 
to the site. 

NRls, foreign citizens of Indian origin who 
liavr held Indian passports at any point of time, 
or whose father or grandfather was an Indian 
citizen and Indian companies with foreign col¬ 
laboration, are eligible to apply. The sale prices 
ranging from US $ 47 to $ 50 per sq ft are to 
be paid only in US dollars in six instalments 
over the construction period of two and a half 
yeais till December 1^5 after which, barring 
unforeseen circumstances, possession will be 
given to the buyers in a phased manner during 
the first half of 19%. R>r those interested in 
this excellent scheme, a detailed informative 
booklet IS available at designated branches of 
State Bank of India located in London, New 
Vbrk, Dubai, Hong Kong, Singapore and 
Bombay. BtHikmg will be done on first-come- 
firsi-scived basis 

-JK 
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Profitable Acquisitions 


Jainij Kapadia 

BROOKE BOND INDIA, having oome in Dm 
L ever fold and under the same chairman. 
S M Oatta, has shown an urge for acquiring 
going companes Hindustan Lever is taking 
over the second largest company in its field, 
Thta Oil Mills Company. Brooke Bond dur¬ 
ing 1992 look over koihari fieneral Foods 
Corporation under a scheme of rehabilita- 
lion-cum-amalgamation which was sanc¬ 
tioned by the Board for Industrial and 
Financial Reconstruction, it has since suc¬ 
ceeded in acqtaring UB group's Kissan Pro¬ 
ducts by purchasing 10,712 equity shares of 
Rs 100 each lepicsenling 67 per cent of the 
share cairital of the company. Meanwhile the 
boards of Tba Estates India and Doom 


Dooma India have unanimously approved 
the proposal for amalgamation of TEIL and 
DDIL with Brooke Bond with effect from 
January 1,1993. The proposal has been ap¬ 
proved by the shareholders of the three cmn- 
panies and is awaiting sanction of the High 
Courts at Calcutta, Madras and Guwahaii. 
Tiie proposed amalgamation is expected to 
bring in economies in Brooke Bond's opera¬ 
tions and accelerate piofiuble growth. 

In the meantime; the amalgamation of 
Kothari Genend Fbods, as this was a sick 
company, has earned Brooke Bond tax 
benefits, with the result that, while its gross 
profit for 1992 has shown a modest improve¬ 
ment from Rs 6,730 lakh at Rs 6,933 lakh. 


the net profit has amounted mudi moic « 
Rs 4,299 bdeh compand to Rs 3A7S lakh in 
the previous year. With carninii per ihan 
increasing from Rs S.90 to Rs 7 the divi¬ 
dend. which in the previ^ year <m the 
bonus-increased share capiud was declared 
at Rs 3JS0 per share against Rs 4 far dK year 
1990. is now icstofcd at Rs 3.90 per share 
Kothari Foods having a capacity for manu¬ 
facture of instant coffee has served to 
enhance Brooke Bond’s export of such cof¬ 
fee by augmenting the existing capacity. 
With new markets established in Ci$ coun¬ 
tries for both tea and coffae; the company’s 
exports increased S3 per oeiM to Rs 7^44.00 
(M) and yielded a surplus of Rs 6,173 lakh 
in foreign exchange earnings after aliowiag 
for an expenditure of Rs IJ269 lakh. VUue 
added exports amounted to Rs 6J233 lakh 
against Rs 4,120 lakh in the previous year. 

A shortfall in the tea crop during 1992, 
coupled with aggressive buying by CIS onin- 
tiies. resulted in a sharp increase in prices 
towards the end of the year. While the ad¬ 
vantage of this is reflected in a 6.9 per cent 
growth recorded in sales turnover, it k to ac¬ 
crue still mt>te in this year. And paitkularly 
so since the company has broadened the 
base of its opetmions with the acquisition 
of other companies. At the tame time; in the 
domestic market, in order to cover growing 
rural markets, thecompany is availing of its 
network of support d^ers to suppiement 
direct selling of its products. It made in 
September 1992 a national launch of nood¬ 
les manufactured by indo-Nissin Foods with 
encouraging results. There has been an ap¬ 
preciable change in the long-term component 
of the company’s loan funds. With Rs 3,463 
lakh of term loans from banks and finan¬ 
cial institutions and issue of Rs 32.62 lakh 
of debentures, there has been an accretion 
in long-term borrowings, whereas with a 
decline in bank overdnfts from Rs 4,633 
lakh to Rs 1,424 lakh, shoit-teim borrowings 
have come down. 

JAY SHREE TEA 

Lower Production 
and Sales 

Like Brooke Bond, Jay Shree lea and In¬ 
dustries has also had during the year ended 
March 31,1993 improved average sale reali¬ 
sations for varieties of its tea and could ex¬ 
ploit the emerging CIS markets for export. 
But due to a lower pioduakxi of i.46,26,937 
kgs (1,48,13,938 kgs in the previous year) and 
a still lower quantity stdd at 1,41,10,493 kgs 
(1,33,41,962 kgs), the year’s financial results 
liavc shown a setback. The main reasons for 
this, according to the diieaors, are: (I) in¬ 
clement weather retarding crop harvesting 
in some of the tea estates (in south India, 
Darjeding and Siteagar district): (2) all¬ 
round increase in costs and escalation in 
wages; (3) shortfall in plywood prices to 
cover cnhatKied costs; and (4) adverse freight 
rates and escalation in wages affecting pro¬ 
fitability of the shipping unit. 
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Brooke Bond 

Jay Shree Tea 

Wirtsila Diesel 

(■inancial Indicators 

[Jecember 

1992 

December 

1991 

March 

1993 

March 

1992 

December 

1992* 

March 

1991 

liHromr/rxpnisei 'pm/iis 

No sales 

683SI 

63911 

12643 

I33J7 

5477 

8157 

Excise duly 

1714 

1637 

545 

606 

— 

— 

Other income 

I46S 

130$ 

1440 

2447 

239 

94 

Increase (decrease) in year-end 
Tmished slock 

(1640) 

(253) 

901 

(260) 

6fi1 

364 

Raw malcrials consumed 

.1S48I 

35359 

3840 

3868 

50% 

6413 

Rower and fuel 

66.f 

364 

762 

664 

— 

— 

Other manufaclunny exisr-iscs 

6624 

5379 

1257 

1245 

41 

40 

i.abour cost 

42W 

.1661 

3549 

3230 

114 

136 

Other expenses 

:?.684 

11452 

3120 

3376 

508 

758 

Opeialing profits 

14 ;4 

7749 

2333 

1196 

599 

1268 

Interest charges 

)}2I 

999 

641 

590 

329 

218 

Cross pronis 

69i1 

6750 

1692 

2606 

270 

1050 

Depreciation 

554 

275 

466 

576 

116 

143 

Profits before tax 

6599 

6475 

1226 

2010 

154 

907 

lax provision 

2)00 

KIOO 

620 

1175 

23 

417 

Profits after lax 

4299 

.1475 

606 

855 

111 

490 

Dividends 

22% 

2119 

200 

200 

112 

ISO 

1 wMuiesAasen 

Paid up capital 

5887 

5887 

615 

615 

KNIO 

1000 

Reserves and surplus 

5045 

52.18 

65X9 

6J99 716 

699 

tong term loans 

1797 

269 

2764 

2502’*' 1192 

765 

Short-term loans 

5728 

7325 

994 

1413 

1776 

285 

Other liabilities 

11167 

9195 

4116 

3287 

3141 

4473 

Cross fixed assets 

828) 

4241 

11689 

11367 

1873 

1805 

Accumulated depreciation 

1899 

2431 

5829 

5402 

481 

365 

Inventories 

1452.1 

14429 

1674 

2878 

3351 

3020 

Of which finished itinids 

4990 

6610 

1971 

1070 

12.18 

575 

Receivables 

1451 

1295 

1440 

1179 

1667 

1152 

Loans and advames 

^’>78 

2442 

3253 

3171 

959 

1164 

Cash and bank bal.inces 

4,521 

3208 

209 

281 

41 

416 

Investments 

440 

1791 

50<) 

550 

191 


Other assets 

2727 

2916 

111 

II 

26 

29 

Total liabililies/asseis 

II625 

27914 

15078 

14016 

7828 

7222 

Key financiui ralioi 
lUrnover ratio 

2 16 

2.29 

0X4 

0.95 

0.93** 

1.13 

Return on sales V* 

10 17 

10 56 

1118 

19 51 

6.57** 

12.87 

Rourn on invcsimcnt*. 

21 

24 18 

II 22 

18.57 

460** 

14.54 

Return on equity (*'f) 

W U 

11,24 

8 41 

12 55 

10 I8** 

28 84 

Earning pci share 

-> to 

590 

9.81 

13 87 

1 74“ 

490 

Dividend (*1) 

3V 

16 

32 50 

32.50 

15 

15 

Book value per share (Rs) 

18 57 

18 90 

82.89 

75 49 

17.16 

16 99 

Current market price 

295 

- 

' 280 


67.50 

— 

P/E ratio 

40 41 

— 

28 48 

— 

38.79 

— 


• Ivr nine-moiiih period 
•• Atinualisrd 


*** Includes any shorl-irrni dues ot Mhieh hreuk-up mil given 
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Jay Shree Ite is a divtnifiad company, 
alilM^h it is very much embedded in tea. 
For instance; it owns also fertiliser units, two 
of which are at Khaidah in West Bengal and 
one in Guigaon in Haryana. All the three 
units are making phosphate fertilisers, the 
sale and prices of which were decontrdled 
from the end of August-1992, together with 
the withdrawal of the subsidy. Prices of 
single superphosphate fertilisers registered 
a sharp nse after decontrol, which anected 
offtake. However, the two units at Khardah 
reported increased produaion of SSP ferti¬ 
lisers and also despatches respectively of 
1,30,264 tonnes and 1,12,484 tonnes com¬ 
pared to 1,10,796 tonnes and 1,14,111 tonnes 
in the previous year as production of 
sulphuric acid was mo.-e at 47,969 tonnes 
compared to 40,106 tonnes and so also 
despatches at 1,009 tonnes compaied to 100 
tonnes. 

rhe directors have taken an optimistic 
view of the prospects foi the company on 
the basis of its business in tea. Iba exports 
durii^ 1992-93 were a record at Rs 343 lakh. 
Quality improvement is assumed as a key 
thrust area for the current year while the 
rupee's full convertibility is expected to ^ve 
a further boost to tea exports. ITespite the 
setback in financial results, the directors 
have thus maintained the dividend at Ks 3.23 
per shaic for the year 1992-91 

WARTSILA DIESEL 

Closer Integration 

Wartsila Diesel India hav changed its ac¬ 
counting year to close in December against 
March earlier 1 he directors say this is done 
in order to simplify the financial reporting 
to the collaborators, W^stla Diesel, Finland, 
and to the group’s product companies as well 
as to harmonise the company’s budget and 
action plan with that ot the group and pie 
sent a common identity with the group’s 
goaL and objectives All this shows that in 
consequence of the giobalrai.on spirit 
which now ctiaracteriscs (he government’s 
fiscal and eamomic policies, W-irtsila Diesel 
India has sought to integrate itself with the 
Wartsila Diesel group Yei it has become dur¬ 
ing 199? a victim of the cutback in guvern- 
nient spendng in order to control fiscal 
deficit. The company’s financial results for 
the period of nine months aie poor And ihe 
cause of it is Ihe drastic reduction in govern¬ 
ment expendit ure. 

This resulted, according to the directors, 
in lower demand ftom many large process 
industries which are the company’s custo- 
mris This was particularly ihe case of ihe 
cement industry wheic the company’s pre¬ 
sent strength of 430 MW of diesel powei 
generation is installed In the penod under 
leview a further 30 MW of power plants 
were commissioned. Bur the demand const¬ 
raints combined with extremely high cost of 
capital compelled most industries to delay 
■nvestment plans and the company’s order 
intake suffe^ resulting in a lower turnover. 
The rupee's unfavourable exchange parity 
reduced the margins while the lunds squeeze 
lifove interest costs up and due to a com¬ 
bination of these factors profits were lower, 
hicvenheiess, the directors have maintained 


the dividend at IS per cent annoalited. 
declaring it at the rate of Rs 1.125 per share 
for the nine-month period. 

But the company, headed by Mantosh 
Sondhi, sees opportunities for itsdf in the 
new gowemmem policies. dovetailing with 
Ihe Wvtsila Dieid gnwp as observed earlier, 
it has received with the support of its 
coilaboritore a major export contract foi 
delivery of seven enginei aggregating 32 MW 
to the Philin^nes, shipmenu of which are 
to be comptaed in the first half of this year. 
This is said to open a new dimension in the 
company’s export prospects for the future. 
It has alto rei^ved orders for special appli¬ 
cation cqHive power pianu using biogas for 
conversion to dectrick energy, again a new 
opening. Import b’beiaiisation has facilitated 
fulfilling varied application needs from the 
Wutsila Diesel groupTs portfolio of engines. 
In fact, the company made a breakthrough 
in securing an Older for a large Wtta 46 cap- 
live power plant for import from Finland. 

It also received a repeat order for nuclear 
standby generating sets. Efforts are conti¬ 
nuing for supply of engines for marine ap¬ 


plications. Privatisation in power utilities 
and the incentives offered to attract foreign 
investment in the power sector are further 
areas of new opportunities for the ctmipany. 
It earned during 1992 foreign exchanp 
worth Rs 32.10 lakh. Rs 22.S0 lakh of it by 
deputing service specialists on overseas 
assignments, while it expended foreign ex¬ 
change worth Rs 2,700 lakh. 

The company made investment of Rs 377 
lakh in Units 1964 of the UTI whose value 
at the close of the year is put at Rs 391 lakh. 
This earned a dividend income of Rs 62 lakh 
as against which interest income has gone 
down from Rs 33 lakh to Rs 14 lakh. How¬ 
ever, the dividend earned on UTI units and 
a refond of R& 62 lakh of customs duty of 
earlier year, together with increased duty 
drawback of Rs 38 lakh against Rs 34 lakh 
in the previous year, have gone to boost 
'other income’ from Rs 94 lakh to Rs 239 
lakh. This, m turn, has gone to raise the 
year's profits. Capitd work-in-progress, for¬ 
ming part of gross fixed assets, has shown 
a subsuntial increase from Rs 6 lakh at 
Rs 28 lakh. 


Indira Gandhi Institute of 
Development Research 

announces 

Vibhooti Sh'ukla Visiting Research Fellowship 

This fcliow.ship has been instituted in memory of 
Dr. Vibhooti Shukla, who died in a freak accident on August 
8, 1992, through an endowment created by her family It will 
be awarded annually to scholars in India and abroad for doing 
research at the Indira (iandhi Institute oi Development 
Research (KilDR) as Visiting Research Fellow for 6-9 mtmths, 
in any of the following areas, with primary focus on the Indian 
situation, (i) lirban Economics (ii) Urban Development Policy 
and l^rspertive (iii) Urbanization and Regional Development 
(iv) Environmental Consequences and Energy Requirements of 
Urbanization. 

The amount awarded under the Vibhooti Shukla Visiting 
Research Fellowship will depend on the background of the 
candidate and will range from Rs 6,000/= to Rs 10,000/ = 
per month. (Campus housing on usual terms will also be 
available (.andidates should have a Ph.D and academic 
appointment in an institution or a record of published researcli 
Applications on plain paper, along with bio-data, list of 
publications, an outline of proposed research and addresses 
of two refen’es .should reach The Director, Indira (iandhi 
institute of Development Research, (ien A K Vaidya Marg, 
(ioregaon (East), Bomhay-400 065, India. 
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Calcutta Diary 
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Planning is dead, the apparition of national self-reliance has been 
successfully put to the sword. A bonfire has been made of all the 
ideas Mahalanobis stood for. The prime minister could now 
afford to be expansive in his homage to the man. Neither dead 
men nor murdered ideas would, hopefully, rise in combat. 


THE audacity of little men. Gramma¬ 
rians to a fault, they will not let any his¬ 
torical occasion not being made use of. 
The centenary of P C Mahalanobis’s birth 
had to be observed, not for history’s sake, 
but for their own. They were pre.sent with 
their subalterns when t he year-long cere¬ 
monies got going. The Indian .Statistical 
institute is an institute of 'national impor¬ 
tance'; the statute says so. Do they not, 
ipso facto, represent the nation? They 
therefore have the prerogative to exploit 
to the hilt the external economies the 
Mahalanobis celebrations offered. There 
could be no question of their not daring to 
dare; the necessary courage could be bor¬ 
rowed, much like the country's accumu¬ 
lated pile of foreign exchange. They came 
to praise the Professor while making sure 
that each of the goals he had set his heart 
on remained aborted. As is now well 
known in the neighbourhood, native 
hypocrisy and imported bravado make for 
a hideous nostrum. 

All told, it was a command perfor¬ 
mance, intended to gladden the heart of 
those who now take the basic and crucial 
decisions on this nation’s economic 
policies, for the edification of themselves 
and their compradors, from distant 
shores. Mahalanobis’s ideas have; for long 
years, laid buried several fathoms deep; 
That has not, repeat not, been the doing 
of an autonomous proce-ss. Those in the 
helm of affairs have gone about the job 
with a rare thoroughnes.s. The prime 
minister could thus avail of the opportuni¬ 
ty the centenary occasion provided to 
make short shrift of planning and the ob¬ 
jective of self-reliance. It was time, his 
stentorian voice informed the assembled 
cynics, to dispen.se with ideology, which 
was, with great courtesy he rubbed it in, 
Mahalanobis's Achilles' heel. That mega¬ 
lomaniac academician loved his country, 
he believed in the potential indivisibility 
latent in the vast reserve of natural 
resources that waited to be exploited. Men 
like him are dangerous. In case they had 
their way, they would ensure the nation's 
emergence as a strong economically in¬ 
dependent entity. That danger, thank pro¬ 
vidence has passed. Certainly for the next 


half a century or thereabouts, India stood 
little chance of extricating herself from the 
external debt trap. The trusteeship of the 
G-7 countries would therefore continue; 
follies, such as trying to »gn cryogenic 
engine deals in violation of the Missile 
Ibchnology Control Ri^ime would be 
brought home by the masters. Whether 
this skewed sort of equilibrium is sus¬ 
tainable for any length of time, given the 
tenuous domestic circumstances, is a ques¬ 
tion that is incapable of detaining small 
minds. The prime minister and his en¬ 
tourage arc happy with the immediate 
denouement: planning is dead, the appari 
tion of national self-reliance has been suc¬ 
cessfully put to the sword. A bonfire has 
been made of all the ideas Mahalanobis 
stood for. The prime minister could now 
afford to be expansive in his homage to 
the man. Neither dead men nor murdered 
ideas would, hopefully, rise in combat. 

To be fair, the sabotage is not of recent 
occurrence. It started in the decade of the 
fifties itself, when Mahalanobis was, go¬ 
ing by appearances, much t he central per¬ 
sonality in the domain of policy formula¬ 
tion. Appearances were deceptive Even at 
that particular juncture, finance ministers 
were much abrerad. One snatch of memory 
is eminently reportable. The Professor had 
the basic data at his fingertips; his 
syllogisms were without a flaw: he had 
worked out the inter-industry linkages; he 
had arranged to have the unit cost calcula¬ 
tions done at different levels of capacity 
utilisation and under different assump^ 
tions. Three steel plants with rated capaci¬ 
ty of two to two-and-a-half million tonnes 
were both neccs.sary and viable. The Pro¬ 
fessor had convinced Jawaharlal Nehru. 
The bureaucratic resistance had collaps¬ 
ed. The foreign and private sector lobbies 
had started to get themselves accustom¬ 
ed to^ wearing long faces. Never, never, 
never, never, ever however say die. The 
ministry of finance was well versed in the 
knowledge that tomorrow was another 
day. The incumbent finance minister had 
a civil service background, with a 
distinguished tutelage under the British. 
He was. in addition, addicted to quoting 
Sanskrit scriptures. Mahalanobis. a mere 


academic, could not possibly bp allowed 
to have it all his way; the prestige of the 
colonial heritage was at stake. The finance 
minister gleefully described to his cronies 
how he put the first spoke in the wheels. 
The theoretical exercises on inter-industry 
linkages were all right, but, as minista of 
finance, he had the moral obligation to 
take a second look at the projections of 
demand; after all, with the Korean war 
petering out, was not a global depression 
looming,-what use would there be for all 
this steel, the nation could not eat up six 
or seven million tonnes of steel every year; 
year after year; why should we then un¬ 
necessarily produce them? ftomeone had 
to act as spoiler of the fun irresponsibly 
set in motion by Mahalanobis. The finance 
minister’s happiness spilled ewer; he, as the 
minister responsible for husbanding the 
nation’s resources, did it, he put the first 
spanner in the works. He demanded fresh 
calculations of the values of the 
parameters involved on the demand side 
of the equation; the projects were as a 
result stalled for more than a year. The 
finance minister could have danced aO 
night. He had succeeded, even if for only 
a while, in blocking the nation’s economic 
advance. His cronies must congratulate 
him; most of them did, barely a few stank 
away. It is a small footnote to the chroni¬ 
cle of the times that some years hence this 
same minister, now without a job, ac¬ 
cepted a sinecure position offered to him 
by the Professor. Magnanimity was the 
latter’s revenge. 

Those were nonetheless heady days. 
Pinpricks were clearly not enough to 
waylay the Professor. He was not wont to 
give vent to his emotions in the presence 
of outsiders. Even so, a good bit of his 
will-power was propelled by patriotic 
emotions. He did not flinch from recourse 
to the weaponry of contempt either when 
such contempt was called for. Another bit 
of memory lingers. A meeting of the Plan¬ 
ning Commission, with Jawaharlal Nehru 
presiding, to discuss the contours and con¬ 
tents of the Mahalanobis plan-frame. A 
pigmy of an Engiishman, a former member 
of the Indian Civil Service, had imagin¬ 
ed (hat the Indian pasture was stiB 
eminently grazeable even following the 
formal transfer of power. He stayed back. 
His decision was applauded by the na¬ 
tional leadership with expression of sen¬ 
timent that was a pot-pourri of neo- 
colonial fervour and faith in universal 
brotherhood. The gentleman cominued to 
flourish, and was duty made an advitor 
to the Planning Commission. He was 
scandalised no end by the Mahalanobis 
projections; the scale was much too wide 
for his taste What madness was this; 
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tnota HXHiKi ramun m poiinr via numaie 
country: the w»tem nations had the 
wisdom and the expertise; thi^ were will¬ 
ing to extend their benign hand of co- 
opeation; courtesy should beget courtesy, 
such kindly gestures deserved to be reci¬ 
procated by squeamish deference, if India 
were instead to compete with these coun¬ 
tries in the manufacture of basic industrial 
goods, why, the latter would have good 
reason to take offence: once India em¬ 
barked on wild silly adventures, epitomiv 
ed by grandiose five-year plans with 
targeted annual rates of growth of 5 per 
cent or therabouts and a programme plac¬ 
ing emphasis on the nece.ssity to produce 
machines to produce further machines so 
as to attain complete self-reliance, the 
country would in no time end up in a 
mess. It would also in the process 
squander away the precious sterling 
balances the benign imperial government 
had so generously allowed it to accumu¬ 
late during the war years. Mahalanobis 
did not turn a hair; he listened. Once the 
imperial peroration was over, he focused 
his full fury on the person. He knew his 
facts, he was in total command of his 
premises and hypotheses; he was, besides, 
a proud Indian. His clipped sentences did 
not for one moment get derailed from the 
integrity of either thought or syntax. 
There was nonetheless the unmistakable 
ring of patriotism in his voice. The col¬ 
onialists had done enough harm to this 
country for two centuries; it could now 
do without them; it had now, the pom¬ 
mies ought to know, a different kind of 
agenda, aimed to replace economic retar¬ 
dation by economic growth; in case im¬ 
perial mind-sets encountered some dif¬ 
ficulty in adjusting to the notions of ac¬ 
celerated development and social justice 
and full employment in Iridia, would it 
not be better if they made themselves 
scarce. 

Perhaps thne is a dividing line between 
scorn and contempt. On that afternoon 
in that building on Parliament Street at 
that session presided over by a bemused 
Jawaharlal Nehru, the dividing line how¬ 
ever became both irrelevam and indeci¬ 
pherable The pommy squirmed in his 
seat; his red face turned redder. But he was 
a battle-scarred journeyman; he also read 
hit persona] horoscope well. He withdrew 
to East Africa where the colonies were to 
exist for a few mote years. He picked up 
a few thousand hectares of lush farming 
land, and turned himself into a gentle- 
man-farnwr. When the countr^he had 
settled in had to be conceded its in¬ 
dependence in the sixties, the gentleman 
had to be compensated fmr his vcently ac¬ 
quired property. Aa international flitan- 


cial institution, you know which one; 
worked out an extraordinarily generous 
schedule of compensation and bulldozed 
the national government, not yet quite 
sure of itself, into accepting its provisions. 
Negotiated freedom had to bear such 
aosses. This chore of transfer of land and 
corresponding transfer of compensation 
money could not be left to the supeiin- 
tendence of the natives; they had got their 
independence alt right, but what did they 
know of the complexities of economics 
and accountancy. The international finan¬ 
cial institution had to guide and monitor 
this particular operation. They needed ex¬ 
perienced men for the purpose. The 
former member of the Indian Civil Ser¬ 
vice, the erstwhile advisor to the Indian 
Planning Commission, the too-receni 
genthanan-fvmer who had acquired the 
right to be compensated, ideally fitted the 
job description. He was theiefore inducted 
into the international financial institution, 
and advised it on how to continue to 
squeeze the surplus out of the East 
Africans even after they had, at least 
nominally, received their freedom. His 
passion for the raj however did not ebb 
away; when Indira Gandhi declared her 
Emergency, he wrote to the London 
Economist in fulsome praise of the lady’s 
decision, was she not a real empress in the 
making, and would she not recall the im¬ 
perial administrators? 

It took some more while but, finally, 
East Africa has come to India. The col¬ 
onials, manning the ramparts of the in¬ 
ternational financial agencies, have taken 
over the country. They have liquidated 
planning and five-year plans; the building 
which housed the Planning Commission 
still exists, but the conference rooms are 
all deserted. Some routine essays continue 
to be written, but planning has been aban¬ 
doned both as a modality and as a goal. 
The public sector is scuttled, development 
outlay is cut back; that doe not however 
mean that those inclined to indulge in tire 
pastime of constructing plan models are 
to be discouraged. The Mahalanobis 
centenary should, however, marginally, 
therefore augment the flow pf research 
funds which could go as input towaids the 
formulation of whimsical models with far- 
out assumptions. Neat-looking papers, 
heavily duttered with differaice equations 
and matrix algebra, will get composed; 
some of these will, afier varying periods 
of waiting, no doubt get published in this 
journal. The homage to Mahalanobis wiU 
thereby be considered as duly accom¬ 
plished. 

The rituals could not be faulted. The 
inauguration of the centenary celebrations 
by the nation's prime minister, no less, and 


twenty- or Ihirty-odd research papers to 
be churned out at the end of the year; the 
colicclive conscienct should be adequately 
assuaged. Meanwhile, the objective of 
self-reliant growth would be even more 
comprehensively ditched. Availing of the 
occasion, and overcome by a sense of 
history, the prime mini.iiei was expansive 
enough to let the nation into the secret: 
ideology was passe, and from now on it 
was the epoch of private initiative and 
globalised intercourse. 

We are thus officially listed as a depen¬ 
dent nation; our present rulers are deter¬ 
mined to ensure that we do not stray away 
from that destiny. According to statisti¬ 
cians, during I he first five decades of this 
about-lo~cnd century, the per capita in¬ 
come in the country had remained in¬ 
variant. It was. in other words, a state of 
economic siagnancyi In the nineteenth 
century, when colonialism and imperia¬ 
lism were in fullest bloom, there was ac¬ 
tually, the same statisticians suggest, a 
perceptible economic retardation, that is 
to say, a substantial fall in per capita 
income. Perception of this phenomenon 
had inspired Dadabhoy Naoroji to launch 
his drain theory. We are back to the nine¬ 
teenth century, even if the calendar says 
we are on the threshold of the twenty-first. 
The calendar can be misleading, as mis¬ 
leading as the celebrations currently on to 
offer tribute to the memory of Prasanta 
Chandra Mahalanobis. The intent is not 
to praise him. but to ridicule him. Were 
they still around, the finance minister of 
yore, and those bureaucrats of the colonial 
era. could indeed have danced all night. 
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Discussing Economic Reforms 

Achievements and Future Intent 
m 

In complete contrast to the main presumption of the finance 
ministry’s ‘discussion paper* on the economic reforms, that 
stabilisation has been achieved and that the path is now clear 
for long-run ‘structural adjustment*, the conclusion must be 
that the policies so far have at best landed the economy into a 
precarious steady state where inflation has been moderated at 
the cost of accepting negligible growth and, even then, 
continuation of the present situation depends critically on the 
fickle generosity of the rain gods and the aid donors. 


THE ministry of finance has in the 
past two years often been criticised for 
being less than open about its econo¬ 
mic policies. Indeed, the impression 
has got around that it discusses policy 
only and secretively with aid donors, 
presenting parliament and people in 
India with decisions which are not only 
in the nature of fait accompli but also 
partial because the government is wary of 
stating its strategy in full since this would 
show that it has accepted in toto the broad 
contours dictated ^ the IMF and the 
World Bank as revealed in their past 
reports. Therefore, the release recently of 
a discussion paper entitled Economic 
Reforms: TWo years After and the Task 
Ahead in which the government has 
assessed its own policies and, mote impor¬ 
tantly, outlined its medium-term future 
strategy should be welcomed by all those 
who value open government. Not only is 
this a major departure from past practice, 
but the document itself is sufficiently im¬ 
portant to merit much mote attention and 
informed response than it has received so 
far. In fact, apart from carrying the usual 
press handout, the media has largely ig¬ 
nored the di.scussion paper. 

This reticence on the part of media 
buffs who are usually quick to respond to 
any government policy statement is sur¬ 
prising, but probably understandable 
given that the headlines recently have been 
about political and not economic issues. 
In general, there appears to have been a 
certain diminution of interest in economic 
mailers both among the liberalisers and 
their critics. The pre-occupation of 
government with other matters has meant 
a slow-down in the pace of Teforms’, and, 
after Ayodhya, the opposition parties has 
also been less willing to press on with the 
economic debate. Indeed, given this iner¬ 
tia and the sense of political instability all 


around, a moot point is why the govern¬ 
ment chose this lime to publish a frank 
and fairly lengthy discussion paper. The 
answer is clearly not that this is simply the 
finance ministry’s contribution to the 
celebration of Narasimha Rao’s compleiion 
of two years in office: the paper is poten¬ 
tially too controversial and. although self- 
congratulatory, its style is not gushingly 
laudatory enough. Indeed, there is a 
distinct sobering of tone even when com¬ 
pared to the finance ministry’s own pre- 
Budget Economic Survey earlier this year. 

The contents of the discussion paper 
fall into two parts: the first is the by now 
well known routine employed to justify 
the past ‘reform’ effort, and the second, 
more interesting part, is to make public 
the agenda for further ‘reform’ during the 
remaining three years of this government’s 
normal term in office. Neither part con¬ 
tains much surprise: the first is the by now 
shop-soiled litany of how the government 
inherited an economy on the edge of 
default and turned it around so that both 
the balance of payments and inflation are 
now under control; and the second is 
largely a rehash of what once used to be 
confined to the grey cover reports of the 
World Bank, repeat^ of course by the few 
local commentators who did honestly 
share that view, but which in the past two 
years has become a mantra preached ad 
nauseam by almost the entire tribe of 
journalists and academics who wish to be 
on the ‘right’ side. 

Vbt, the paper needs to be discussed, not 
only because failure to do so would be 
construed as a walk-over, but mainly 
because the paper is interesting in that it 
dues cpntain some indicative targets 
whose consistency merits attention. There 
are also certain subtle ways in which it dif¬ 
fers from past pronouncements of indi¬ 
viduals and committees spearheading the 


‘reform’ process. Most importantly, it i$ 
almost certain that the agenda outlined 
in the discu.ssion paper is essentially a 
sneak preview of the conditionalities litely 
to be attached to the Extended Fund 
Facility (EFF) loan which the government, 
after a bout of bravado a few months 
back, has finally decided to seek from the 
IMF That this is in fact the case is sug¬ 
gested strongly by the high degree of 
overlap between the further‘reforms’ en¬ 
visaged according to this document and 
those already promised by the finance 
minister to the World Bank in the context 
of an Externa! Sector and Investment 
l iberalisation Programme Loan, as well 
as official reaignition in the IMF of this 
discussion paper as the indicator of future 
policy. It is also fairly obvious that the 
purpose o( the discussion paper in this 
context's a two-track one: to ‘soften-up’ 
domestic public opinion in an effort to 
build up at least a lacadc of consensus 
while, simultaneously, signalling to the 
donors that the government is confident 
that it can muster enough support to im¬ 
plement the package of measures which 
might be demanded as the quid pro quo 
for the EFF loan and other structural ad¬ 
justment funds that the government in¬ 
tends to .seek 

Evaiuaiin<i iHi Ri loMMs So Far 

The section of the discussion paper en¬ 
titled ‘The F'lrst Two Years of Keform’, 
which reviews the policies undertaken 
since June 1991, makes up about half of 
the contents and is predictably upbeat. 
I'he main claim made in this section is 
that the government which “took office 
at a time when the country was in the 
midst of unprecedented economic crisis 
and socio-political turmoil" was able 
through “immediate and swift action to 
restore international confidence in the 
economy and redress the imbalances 
which had emerged both in external and 
domestic financial conditions". The claim 
is buttressed by familiar statistics: the fall 
in the annual inflation rate from 17 per 
cent in August 1991 to 7 per cent by the 
end of 1992-93; the ri.se in foreign currency 
reserves from just over SI billion to $6.4 
billion; the recovery in the rate of econo¬ 
mic growth from just 1.2 per cent in 

1991- 92 to an estimated 4 per cent in 

1992- 93; the increase in approvals of 
foreign direct investment to S.3 billion in 
the period since August 1991; and the 
.stability of the foreign exchange value of 
the rupee after the shift to ‘full conver¬ 
tibility’ on the trade account. According 
to the discussion paper, “shese favourable 
macro-economic outcomes were a product 
of both the emergency Mabilisalion 


1SS6 


F/:onomic and Political Weekly July 31, 1993, 


meiuiiK* undolaken by gaweminent and* 
the initiatioii of a mediurn-terin sttategy 
for consolidating hard won macro-econo¬ 
mic subiliiy and undertaking long over¬ 
due smictural reforms in the foreign trade 
and payments regime, the tax system, in¬ 
dustrial policy and Tinancial and other 
sectors”. 

Much of the section is devoted to 
outlining these reforms and stating their 
rationale. Thus, under the head ‘Correc¬ 
ting Fiscal Imbalances', the high and ris¬ 
ing fiscal deficits during the 1980s are 
identified as a major villain which 
simultaneously caus^ high inflation, 
large current account deficits, high interest 
rates and low international jcpmpetitivc- 
ness; and due credit is taken jbr its reduc¬ 
tion from 8.4 per cent of G DP in 1990-91 
to 5.7 per cent in 1992-93 and to a targeted 
4.7 per cent in 1993-94. Under ‘Reforms 
in Industrial Policy’ comes the familiar 
claim that industrial licensing, MRTP 
laws, reservation of industries for the 
public sector, and restrictions on access to 
foreign technology were all holding back 
private investment and contributing to in¬ 
efficiency; and credit is taken for the vir¬ 
tual abolition (except in a few cases) of 
all such restrictions on the private sector. 
Under the title ‘IVade and Exchange Rate 
Policies’, India’s earlier import protection 
regime is blamed for causing inefficiency 
by suppressing the benents of trade and 
accused of discriminating against agricul¬ 
ture and exports. The government’s in¬ 
itiatives in this sphere are presented as “a 
bold programme of reform in a sequence 
of steps” moving through Eximscrips and 
‘partial convertibility’ to the present 
regime where the exchange rate has been 
unined, quota restrictions on imports 
virtually eliminated (except on consume 
goods), and duties reduced. Under 
‘Fbreign Investment Policy’, comes the 
view that such investment is a non-debt 
inflow which is widely welcomed through¬ 
out the world for the linkages it can pro¬ 
vide to international technology and 
markets; and the government’s contribu¬ 
tion here is identified in its having been 
able to remove various legal and bureau¬ 
cratic hurdles in bringing the terms offered 
to foreign investors closer in line with cur¬ 
rent practices elsewhere in the world. On 
'Ikx Reform’, the basic philosophy of 
moderate rates, broad tax base and fewer 
exemptions is reiterated, and progress on 
the implementation of the Cliclliah com¬ 
mission report recounted. On ‘Financial 
^6r Reforms’, the Narasimham com¬ 
mittee’s views are endorsed and the secu¬ 
rities scam said to reveal the weaknesses 
of the banking sector which is identified 
u being “over-regulated and under¬ 
governed”. Lack of transparent accoun¬ 
ting, multiple regulated interest rates and 
> deteriorating assets base are identified 

the main ills of the banking system. Tlie 
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achievements claimed include^new, ac¬ 
counting and capital adequacy norms for 
banks, reduction in the SLR and higher 
interest on government’s market borrow¬ 
ings, provisions for recapitalising the 
public sector banks including both direct 
government finance and permission to 
these banks to issue new equity in capital 
markets, removal of restrictions on the 
growth of private sector banks, and moves 
towards deregulation of interest rates 
along with a strengthening of the RBI’s 
supervisory system. In the case of capital 
markets, the purpose of reform is iden¬ 
tified as a move away from direct govern¬ 
ment control over volume and pricing of 
issues to a more market based system sub¬ 
ject to closer regulation by an independent 
authority. The abolition of the office of 
Controller of Capital Issues, the setting 
up of the Securities and Exchange Board 
of India (SEBI), anil the decision to allow 
private sector mutual funds and foreign 
institutional investors subject to SEBI 
regulations are the main achievements 
claimed. As for ‘Public Sector Reforms’, 
the purpose of reforms is defined as in¬ 
creasing the efficiency of public sector 
units (PSUs) and to stop all budgetary 
provision to such units whether to cover 
losses or to finance expansion. This sec¬ 
tion is. however, rather short on achieve¬ 
ments claimed, these being the amend¬ 
ment of the Sick Industrial Companies 
Act to bring PSUs within the jurisdiction 
of the Board for Industrial and Financial 
Reconstruction (BIFR), sale of public sec¬ 
tor equity, and intent to allow PSUs 
greater flexibility in pricing and equity 
issue. 

The noticeable features of this list of 
‘structural reforms’, and oi the rationale 
given for them, are, first, that they con¬ 
stitute a rather mixed bag selected on the 
basis of what the government obviously 
considers to be its ‘successes’; secondly, 
that assertions dominate over argument 
on the desirability of the various ‘reforms’; 
and, third, that there is a remarkable 
degree of dogmaf ism so that there is never 
any hint of complexity at all about any 
of the assertions made Thus, on the issue 
of selectivity for example, the entire 
discussion of the fiscal deficit is devoid 
of any distinction between its components, 
the revenue deficit and public investment 
(which by now is familiar even to most 
laymen), presumably to hide the fact that 
there has yet been no cut in administrative 
waste and that the axe has fallen hardest 
on public investment. The section on in¬ 
dustrial policy makes no mention at all of 
the contentious area of industrial exit, or 
of industrial restructuring, although this 
is clearly crucial. The section on trade and 
etchange rate policy makes out that there 
was a planned sequence in the move from 
Eximscrips through ‘partial convertibility’ 
to the present combination of an unifi^ 


exchahg^ rate and no iiaport Ucensing, 
whereas in fact the first stage in (bis se¬ 
quence vvas clearly a detour because the 
present regime is nothing but the pre¬ 
reform regime with a much wider list of 
goods on OGL. And the inclusion under 
public sector reform of the sale of public 
sector equity to bolster the budget is clear¬ 
ly a non sequitur resorted to only because 
there is nothing positive to write about on 
the matter. 

As to the validity of arguments advanc¬ 
ed, the substantial issues regarding the 
logic of ‘reforms’ arc considered below 
while discussing the agenda for the future, 
it is sufficient to note here that, just as 
the list of reforms is drawn up so as tO 
show up ‘successes’ even where there are 
none, the arguments advanced are not 
panicularly sophisticated but do have that 
ring of plausibility which sounds good 
from the pulpit. Clearly, the whole pur¬ 
pose of the exercise is propagandist: to 
argue that things have gone according to 
plan so far and, with short-run stabilisa¬ 
tion achieved, the government must con¬ 
centrate ’boldly’ on a programme of 
‘structural adjustment’ ba.sed on these and 
further ‘reforms’ which need to be com¬ 
pleted “in the shortest possible time”. 

The main point which needs to be taken 
up therefore is the extent to which tblngi 
have really gone according to plan and 
stabilisation achieved. This is a malter ntM 
just about empirical facts but also about 
conceptual issues negaiding both the goals 
of policy and the meaning of ‘stabilisation’. 
When the government took office and 
decided to go for the IMF ‘stand-by’ ar¬ 
rangement the argument put forward 
repeatedly was that there was ‘m alternative’ 
and that the loan was being taken to avoid 
default and restore international confi¬ 
dence. This confidence had been weakened 
by the rapid growth of international in¬ 
debtedness during the 1980s and was bat¬ 
tered by the combined fall-out of the Gulf 
war and the domestic political instability 
which followed the upper caste reaction 
to V P Singh’s Mandal decision. At least 
implicitly, the hope was that the ‘stand-by’ 
arrangement would achieve two objectives. 
First, that this would signal to oth« credi¬ 
tors the IMF’s confidence in the Indian 
economy and so help to restore India’s in¬ 
ternational credit rating. Second, that, by 
helping to buiid up short-term reserves, 
this would buy lime to put into place an 
adjustment policy which would correct, 
without causing undue recession, the un¬ 
sustainable imbalances in the external 
balance of payments and on the revenue 
account of the government’s budget that 
had been bequeathed by previous Con¬ 
gress administrations. This was the basis 
of the fairly broad consensus which seems 
to have been reached at that time, and it 
is important to note that the critics of 
government policy were in fact at the 
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forefront pointing out the need to correct 
these unsustainable imbalances. Their 
main point of criticism was that the IMF- 
World Bank package was really 'no alter¬ 
native’ because it would not only not cor¬ 
rect these imbalances but push the coun¬ 
try into a trajectory from where it would 
be sucked into a vortex requiring further 
loans with even stiffer conditionalities 

The very fact that tKe government now 
has really no alternative but to approach 
the IMF for an EFF package, complete 
with the Enhanced Structural Adjustment 
Facility (ESAF) loan which attracts the 
maximal joint World Bank-IMF condi¬ 
tionality and monitoring, has vindicated 
the critics’ fears, and casts doubts on the 
government’s claims of having achieved 
stability. Of course, it may argued, 
quoting sections of earlier memoranda 
from the government to the IMF, that the 
government's game plan all along was to 
take recourse to these extended facilities. 
But, although there are undoubtedly 
elements in government who have always 
relished the idea of such Bank-Fund im¬ 
posed discipline, this would be a some¬ 
what disingenuous defence. As late as 
April this year the finance minister had 
himself indicated that there were no plans 
to seek these extended credits. 

It IS true that such statements too 
should not betaken at face value because 
the finance minister, like his critics, must 
have been aware all along that taking the 
stand-by loan itself implied a high pro¬ 
bability of having to go the whole course, 
and bnause it is rumoured that the 
bravado earlier this year was caused by a 
departmental bloomer regarding the 
foreign exchange situation. However, it 
should also be obvious that the expecta¬ 
tion in government was clearly that if 
recourse to EFF became unavoidable this 
could be obtained while conceding con¬ 
ditionalities much less onerous than those 
which appear to be likely to be conceded 
now. The real problem, which should be 
obvious to all once blinkers arc removed, 
has surely been that the policies of the 
past two years have faiM precisely in 
those respects which mattered most from 
the point of view of providing the coun¬ 
try with the leeway to consider alternatives 
other than rigid adherence to the Bank- 
Fund agenda. 

First, despite the discussion paper's 
claim that “reforms in the trade and 
payments regime have encouraged ex¬ 
ports’’, the fact remains that in dollar 
terms exports in 1992-93 were not signi¬ 
ficantly (only around 1 per cent) higher 
than what tl^ were two years previously. 
Calculations by both government and in¬ 
dependent analysts in 1991 had shown 
that an export growth of around IS per 
cent per annum was required to avoid 
another payments crisis in 1994-95 when 
the scheduled repayment of the stand-by 


loan begins. Exports at the end of last 
financial year were at least 20 per cent 
below tnese projected requirements. And, 
despite imports continuing to be below 
1990-91 levels in nominal dollars, the ratio 
of the external current account deficit to 
GDP in 1992-93 was no lower than the 
Sixth Plan (1985-90) average, which almost 
all analysts agree was profligate. Conse¬ 
quently, there has been a worsening of 
every indicator of the country’s external 
debt situation. And the projected pay¬ 
ments hump beginning 1994-95 is now un¬ 
bridgeable without recourse to ‘exceptional 
financing’ from abroad, unless of course 
there is willingness to tolerate an even 
greater import compression than the one 
which needed to be resorted to in 1991. 

Secondly, despite the government’s loud 
and self-congratulatory claims of success 
in the reduction of the fiscal deficit, the 
fact remains that, as a percentage of GDP. 
the revenue deficit of the central govern¬ 
ment in both 1991-92 and 1992-93 was no 
lower than the high and unsustainable 
Sixth Plan average. Whatever reduction 
which has been achieved in the fiscal 
deficit has come about as a result of cuts 
in the government’s capital expenditures 
and on productive subsidies on exports 
and fertilisers, and as a result of its 
disinvestment in the equity of public sec¬ 
tor enterprises. Moreover, since the latter 
has not been u.sed to reduce public debt 
there has been no permanent reduction in 
the future profile of interest obligations, 
and, since cuts in public investment have 
the largest multiplier effect (because of its 
complementary relation with private cor¬ 
porate investment), the recessionary con¬ 
sequences have been needlessly large, in¬ 
dustrial production in 1992-93 was barely 
I per cent up on what it was in 1990-91, 
with manufacturing faring much worse, 
so that currently output is at least 16 per 
cent below projections using the pre- 
reform trend. Also, according to the latest 
CSO estimates, private investment in the 
economy fell by 16 per cent in real terms 
in 1991-92, and, though later official 
estimates are as yet unavailable, the 
available data on the production and im¬ 
port of capital goods suggests that it is 
unlikely to have recovered fully in 1992-93. 
Moreover, the latest NCAER .survey of 
business confidence continues to show 
poor investment expectations in 1993-94, 
so that the crucial and much heralded 
supply response from the domestic private 
sector to the more liberalised industrial 
climate is simply not yet in evidence. In 
this context, the complacency the discus¬ 
sion paper expres.ses about the ‘achieve¬ 
ment of fiscal consolidation', brought 
about through cuts in public investment 
which presages serious infrastructural 
shortages in the short to medium run, is 
rather inexplicable, to say the least. 

Third, and most importantly, despite all 


the concessions made and dapite the 
government kowtowing almost humiliat¬ 
ingly to foreign bankers and invntors, 
India’s international credit rating has not 
improved even an iota from the depths to 
which it had sunk in 1991. Also, high ap¬ 
proval figures notwithstanding, the 
government’s ‘open door’ policies have so 
far been unable to bring about any mark¬ 
ed upturn in the actual quantum of 
foreign investment inflows. As a result it 
remains as severely dependent on the 
munificence of aid donors to finance the 
looming external payments gap as it was 
in 1991. This disappointing state of affairs 
may or may not come as a surprise to of¬ 
ficial analysts, but it certainly vindicates 
the critics who had continuously pointed 
out that, whatever the media hype to the 
contrary, foreign creditors and investors 
are more interested in results than in 
reforms perse. The experience everywhere 
in the world has been that credit rating 
agencies look much more closely at poli¬ 
tical factors and into the economic bot¬ 
tom line (i e, at debt indicators and export 
and savings/investment performance) 
than at mere ‘success’ in meeting formal 
IMF conditionalities; and it is also well 
known that foreign investment typically 
tollows a boom, and rarely causes it. The 
failure here reflects the fact that the 
government, as shown by its own list of 
‘achievements’ in the discussion paper, 
seems to have put much more stress on 
obediently following the liberalisers’ 
handbook than on evaluating and respon¬ 
ding to the resulting outcomes in the per¬ 
formance of the real economy. Moreover, 
the political situation continues to be less 
than satisfactory for foreign creditors and 
investors, mainly because the govern¬ 
ment’s attempts to cosy up with the BJP 
on the reforms have clearly boomeranged 
after Ayodhya, despite the subsequent 
display of pu.sillaiiiinity that it has put up 
in order to minimise the damage. 

Of course, it remains true that the 
Indian economy has shown remarkable 
resilience. Most important among the 
positive outcomes of the last two years has 
been the performance of agriculture 
whose output in 1992-93 was 3 per cent 
above that in 1990-91, itself a record year, 
and indications are that it may grow by 
a further 3 per cent in the current year. 
Linked closely to this is the downturn in 
the rate of inflation, which is attributable 
almost entirely to a sharp reduction in the 
inflation rate for agricultural goods and 
agro-based manufactures. To the extent 
that these good harvests were a conse¬ 
quence of good monsoons rather than the 
fruits of good government policy, the 
lower inflation rate is also largely a result 
of benign divine intervention rather than 
an outcome of successful stabilisation 
policy. However, the experience of 1991 
shows that inflation would have been 
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more, And here the government' is ab¬ 
solutely correct in identirying as an im- 
poriani stabilising factor the observed 
stability of the nominal exchange rate of 
the rupee since it was allowed to float. 

Clearly, earlier fears of an inflation- 
detvluation-inflation spiral, expressed for 
example in this column, have so far been 
proved wrong, given the combination of 
good harvests, the suppon of aid donors, 
and the continuing dehationary stance in 
Tiscal and monetary policy. The positive 
implication of this is that the Indian 
economy, which has historically experi¬ 
enced much lower inflation rates than 
Latin America, may be less vulnerable in¬ 
trinsically to potential capital flight and 
dollarisation. But, equally, it is important 
to remember why inflation in India has 
historically been damped fairly quickly. 
One reason for this is the vay low degree 
of wage indexation in the laige unorganis¬ 
ed sector and the fact that the main ob¬ 
jective of India’s international trade policy 
with regard to agricultural commodities 
has so far been to maintain domestic price 
stability, through restricted exports and 
counter-inflationary resort to imports and 
domestic buffer stock management. As a 
result, falling real incomes of the poor 
have cushioned inflation in the short-run, 
and long-run inflation has been mode¬ 
rated by matching supply to demand within 
a fairly narrow range of domestic relative 
prices without much regard for world 
price relatives. Another feature of the 
Indian economy has been a financial 
sector which has so far not only been in¬ 
sulated from the foreign sector but has 
also not been allowed to offer any hedge 
against inflation. Consequently, inflation 
has invariably led to a stabilising redistri¬ 
bution of income from creditors to deb¬ 
tors, allowing hikes in interest rates on new 
loans to be effective in choking off 
marginal demand. Both these mechanisms 
were prominently in evidence recently and 
must, along with the more important facts 
of good harvests, relative generosity of aid 
donors and the needtesly large deflation, 
have hdped to moderate inflation and in¬ 
flationary expectations. However, since 
the 'reforms* still to come envisage major 
changes in both these areas and since it 
would be foohaidy to bet on a further run 
of good monsoons, one cannot as yet rule 
out the possibility of an inflationary spiral 
appearing with even a moderate restora¬ 
tion of growth, particularly since further 
import Ubcratisaiion is a key aspect of the 
future reform agenda. 

Thus, in complete contrast to the main 
presumption of the discussion paper, that 
stabilisation has been achieved and that 
the path is now clear for long-run ‘struc¬ 
tural adjustment', the conclusion must be 
that the policies so far have at best landed 
the economy into a precarious steady state 
where inflation hm been moderated at the 


even then, continuation of the present 
situation depends critically on the fickle 
generosity of the rain gods and of aid 
donors. This may indeed be argued to be 
preferable to the crisis situation that 
prevailed when the present government 
took office. But it would be irresponsibly 
premature to assume either that macro- 
economic arxt political conditions have 
improved so much that a recurrence of 
that situation is now impossible, or that 
the private sector has responded so well 
to liberalisation that it is now possible to 
proceed vigorously with further with¬ 
drawal of the state without risking long- 
run stagnation. Unfortunately, despite 
containing many measures which should 
be acceptable broadly, the discussion 
paper’s agenda for the next three years 
.seems to make precisely these assumptions. 

FutURfc ’RhtORM’ ACENlVt 

This agenda has three broad thrusts: to 
liberalise foreign trade (including in agri¬ 
culture and consumer goods) somewhat 
more rapidly than envisaged earlier; to 
continue with the withdrawal of subsidies 
and of state involvement in industry and 
finance, while increasing investment in 
infrastructure and agriculture; and to 
remove perceived barriers to private invest¬ 
ment, both domestic and foreign. These 
essentially micro-economic measures are 
sou^t to be accomplished while meeting 
two macro-economic targets by 1996-97; 
the reduction of the external current ac¬ 
count deficit from 2.2 per cent of GDP 
in 1992-93 to less than I per cent, and the 
reduction of the fiscal deficit of the cen¬ 
tral and state governments together from 
about 7 per cent of GDP in 1993-94 to 5 
per cent, involving a cut in the centre’s 
fiscal defleit from 3.7 per cent of GDP in 
1992-93 to about 3 per cent. The stated 
objective of the reform agenda is to “put 
the economy on a sustainable path of 6 
to 7 per cent growth". 

Considering the macro-economic 
numbers to begin with, agveral important 
but unstated implications need to be 
noted. Firstly, given that interest payments 
ate bound to rise, the defleit targets, both 
on the external and fiscal accounts, imp¬ 
ly much larger adjustments in the relevant 
primary deficit. In fact the proposed 
numbers (the central government fiscal 
defleit to reach 3 per cent of GDP by 
1996-97, the overall centre and stata 
deficit to reach 3 per cent of GDP and the 
BOP current account deficit to reach 1 per 
cent of GDP by 1996-97) imply primary 
surpluses in fiscal and current account 
balances. On the fiscal front, this task is 
even more formidable than apperns at first 
glance, since the previous cuts in overall 
fiscal deficit have come about through 
cutting capiui expenditure and using in¬ 
come from disinvestment of public sector 


mterpraesus mvnuc inctanernasctHF 
tributed to (he decline in fiscal deficit by 
around 0.3 per cent of GDP per year, but 
this clearly cannot be sustained. Further, 
to achieve primary surplus, the revenue 
deficit of the government, which has so 
far remained large, has to be turned 
around and made positive, even if capital 
expenditure can be brought down to zero. 
Tliis implies a much more serious belt¬ 
tightening exercise than the government 
has yet suggested it is capable of. In turn, 
the balance of payments targets assume 
a greater adjustment than is immediately 
obvious. Elsewhere in the document, the 
assumption is made of S2 billion capital 
inflow by 1996-97. Since that must have 
its counterpart in the current acepunt, it 
means that*in the event of capital inflow 
being less than this amount, the external 
adjustment required of the domestic sec¬ 
tor would be even greater than is suggested 
by the figure of I per cent of GDP. and 
essentially implies a surplus of the exports 
of goods ami services over imports. 

Secondly, the section on ‘Tax Reforms’ 
makes abundantly clear that these large 
deficit reductions are to be accomplished 
while halving the average import tariff 
rate and cutting the rate of corporate tax¬ 
ation. Although this section also envisages 
some welcome steps towards increasing 
the tax base, through removal of exemp¬ 
tions and better compliancy it is more or 
less certain that the net result will be a fall 
in the proportion of GDP that is collected 
in the form of import tariffs and direct 
taxes. The burden of adjusting the fiscal 
deficit would therefore fall either on the 
expenditure side or involvr'increases in in¬ 
direct taxes and increasirtg user charges on 
government supplied goods and services. 
Of these, the section on ‘Fiscal Consedida- 
tion', in keeping with the experieiKe so far, 
is relatively quiet about cutting wasteful 
expenditure in government proper but elo¬ 
quent on the need to reduce subsidies and 
increase user charges. 

Many of the subsidy cuts actually pro¬ 
posed. e g. on irrigation, electricity and 
higher education, are unexceptionable in 
principle but will in practice involve com¬ 
plicated issues requiring much more 
careful thought and open discussion than 
has been evident so far, for example in the 
manner in which the fertiliser suteidy was 
cut or PSU shares disinvested. In addition 
to the need to avoid sheer incompetence 
in design, considerable political skill will 
be required to implement these cuts, ail 
of which will have to involve the states and 
will also imply major changes in the 
distribution of incomes and resources 
across states and sectors. And it is almost 
certain that any attempt by the centre to 
force the pace by unilaterally cutting plan 
transfers to states will boomerang politi¬ 
cally, aborting both the ftscal and efliden- 
cy objectives of these cuts. Indeed, since 
in the long run the efficiency gains from 
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' £uttiitg Wkste iirelikei^^'Be than 
the immediate subsidy amount, there is a 
case for beginning by replacing subsidies 
with direct income transfers, but then the 
immediate fiscal adjustment would have 
to be done differently. 

In addition to the problem of the feasi¬ 
bility of achieving the fiscal and current 
account targets speciried, there is the issue 
of stability and sustainability of these in 
the broader maao-economic context, and 
especially in terms of the external sector. 
Here the anticipated response in terms of 
vastly improved export performance is ab¬ 
solutely crucial, not only for achieving 
balance of payments targets, but for en¬ 
suring some degree of stability and output 
growth. The projected policy for the ex¬ 
ternal sector involves two main elements; i 
an increasing concentration on agricul¬ 
tural exports and liberalisation of con¬ 
sumer goods imports, both of which are 
potentially destabilising. The first may 
raise domestic prices of exported com¬ 
modities and thus have inflationary im^ 
plications, while the second is likely to pul 
further pressure on the balance of pay¬ 
ments. Despite this, however, clearly the 
government must now take some decision 
regarding the freeing of consumer ^oods 
imports, quite apart from Wbrid Bank 
pressure, for the current situation which 
encourages investment flows into these 
coiuumer goods production while allow¬ 
ing freedom in the import of capital and 
components for such production is ob¬ 
viously unsatisfactory. The pity is that if 
the government had made its primary goal 
the reduction of bias a^inst exports and 
not reduction of twotection in general, and 
persevered with the Eximscrip scheme ex¬ 
tending this to consumer gCKxIs, the 
dangers of both too high an effective pro¬ 
tection in this sector and the possibility 
of a sudden import surge could have been 
‘avoided with 1^ uncertainty than exists 
now. 

The section on ‘Fmandai Sector Reform* 
contains very little that is new, essentially 
repeating the usual arguments about the 
to free imerest rates and allow greater 
freedom for the operation of private 
financial institutions, which is also seen 
to entail reductions in the Statutory 
Liquidity Ratio of banks to 2S per cent 
and the Cash Reserve Ratio to 10 per cent. 
The explicit aim of the strategy, “to make 
a wide choice of instruments accessible to 
the public and to producers'!^ is one which 
completely ignores the possbile fallout in 
terms of greater financial instability, as 
well as the implications of the removal of 
the cushion against inflation which was 
provided by the existing financial ar¬ 
rangements which did not really allow for 
index-linking of financial returns. The one 
heartening change from earlier statements 
on financial reform (including the 


Marasimham ctmmittee report) is that, 
aside from a rather meek proposal for 
“careful targeting of concessional lending 
to the really needy", there is no talk of fur¬ 
ther cutting priority sector lending. If this 
reflects a greater understanding of Indian 
economic reality on the part of the finance 
ministry, then it is greatly to be welcomed. 

As observers of the present govern¬ 
ment’s economic strategy have by now 
come to expect, there is hardly any subs¬ 
tantive content to the ‘Industrial Fdiicies’ 
discussed here, other than the general 
point about deregulation of the licensing 
system and the urge to close down as 
many loss-making units as possible, both 
in the public and private sectors. The 
discussion of exit policy is guarded and 
muted, although some references arc 
made to the need to review the Industrial 
Disputes Act. the ‘rigid rules’ inhibiting 
flexibility of the labour market and 
policies with regard to (he use of urban 
and designated industrial land. The 
notable feature of this section, however, 
is not these stray references which are in 
keeping with the general ‘free’ market 
orientation, but the total absence of any 
real strategy for industrial restructuring. 
Indeed, this section would not pass as a 
viable statement of industrial policy 
anywhere else in the world, since there is 
no consideration of the desired pattern of 
future industrial growth and the conse¬ 
quent linkages or any discussion of the 
related issues of technology and skill 
development. A further cause for concern 
relates to the kind of signals this entire 
package sends to private industrial and 
other entrepreneurs, in terms of creating 
industrial discipline and an orientation 
towards productive investment. There is 
nothing in this entire document that sug¬ 
gests that there will be clear incentives for 
such motivated entrepreneurship rather 
than for sheer acquisitiveness of the ‘get 
rich quick’ variety that has so far accom¬ 
panied the liberalisation mea.sures. 

For agriculture, one notable feature of 
the discu.ssion paper is the rediscovery of 
the importance of land reforms and 
changes in tenancy regimes. This marks 
a major change from earlier papers of this 
government in which such considerations 
were brushed aside as unrealistic and 
harking back to some Onfuiniled socialist 
dream, and can only be welcomed as one 
more indication of the (possible) coming 
of age of the finance ministry. As far as 
public expenditure for the rural sector is 
concerned, the paper argues that the aim 
should be to shift from subsidies to in¬ 
frastructural investment; in fact, the final 
two sections are focused on the need to 
provide better infrastructure especially for 
agriculture and for exports generally. 

Indeed, infra.structure investment is the 
crux on which will depend the fruition of 


the toBy vision of futwe susuifw^ growth 
that the document hvs out. But. given tlw 
fiscal targets, the rapid import liberalisa¬ 
tion, and the tardiness so far of the private 
sector, it might also turn out to be the 
Achilles’ heel of the entire agenda. The 
discussion paper shows awareness of the 
fiscal problems ahead and suggests solu¬ 
tions in the form of both privatisation and 
more realistic pricing by public sector con¬ 
cerns, but the problems may turn out to 
be much mure hairy. For a start, it is not 
clear that the political problems involved 
in getting stales to get on with subsidy 
reduction will be solved in the lime 
available, given the gestation lags involv¬ 
ed. And, secondly, it is not clear that the 
private sector will enter into these areas 
without the sort of cast-iron profit guaran¬ 
tees now being demanded by potential 
foreign investors in the power sector com¬ 
pared to which the inefficiency of the 
much berated retention price scheme cur¬ 
rently existing in the fertiliser sector is 
small change. The jump start necessary in 
this area can only come from diica public 
investment, and finding the funds and 
avoiding the possibility of adverse BOP 
effects should be the government’s prime 
concern. 

, Finally, although the discussion paper 
IS eloquent about human development 
while setting out the goals of reform, it 
devotes little space to spelling out its 
programme. The only concrete things 
mentioned are that priorities must shift 
from higher to primary education and 
from curative to preventive health care, 
and that JRY, IRDP and PDS must be 
better targeted toward^ the poor. All of 
this implies reallocations, not additions, 
to the commitment to human develop¬ 
ment and poverty alleviation. And it may 
safely be assumed that when the fisc«d 
squeeze starts to bite, even the pretence of 
maintaining overall spending in these 
social scctur.<i will be among the first to 
be given up. After all. if Rs 1 crore can 
be provided to each MP out of the rural 
development budget before a no-confi- 
dence motion, even more worthy use of 
such funds can surely be thought up by 
those who would give everything to main¬ 
tain the political momentum of the reforms. 
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RANDOM REFLECTIONS 


‘Structural Adjustment' and Education 

Anin Ghosh 


The damage structural adjustment is doing becomes evident from 
the government’s policies on education. 


SINCE July 1991, India—undei the 
tutelage of the World Bank and the 
IMF—has embarked on a policy of ‘struc¬ 
tural adjustment’. The purpose of ‘struc¬ 
tural adjustment’ is to make for such 
changes in the production structure as 
would make India ‘competitive’ in inter¬ 
national markets, in order to make India 
competitive, structural adjustment policies 
are attuned to the ‘globalisation’ of the 
Indian economy, so that the Indian pro¬ 
duction system—as well as the foreign 
trade of India—arc fully in tune with in¬ 
ternational demand and supply. Also, in 
the process, and in an effort to make space 
for private initiative and enterpri.se, the 
focus is on the reduction of government 
revenues as well as of government 
expenditure. 

How misplaced this policy is becomes 
evident from the piesent government’s 
policy on education. Again, the World 
Bank—and a lot of misguided neoclas¬ 
sical economists advising it—are wholly 
in favour of privatising education. Ap¬ 
parently, anything connected with govern¬ 
ment IS by definition ‘inefficient’; the 
‘market system’ is ex hypothesi more 
efficient. 

Let us pause fur a moment, and go 
back to an economist who is regarded (by 
all neocla.s$icai economists) as one who 
advanced the subject greatly, and who 
ruled as a colossus in the domain of 
economic theory for nearly 40 years. 
Alfred Marshall, whose textbook con¬ 
stituted the core of economic theory until 
about the beginning of the second world 
war—and certainly until 1936, when 
Keynes’ General Theory of Employment, 
Interest and Money appeared-has this to 
say; “Capital consists in a great part of 
knowledge... Knowledge is the most 
powerful engine of production... The 
distinction between public and private 
property in knowledge and organisation 
is of great and growing importance; in 
some respects of more importance than 
that between public and private property 
in material things ..(Principles of 
Economics, 8th edn, 1920; Macmillan. 
London, 1947; pp 138-39). 


Note the two points made by Marshall: 
(1) that “knowledge is the most powerful 
engine of production’’; and (2) that “the 
distinction between public and private 
property in knowledge is .. .of more im¬ 
portance than that between public and 
private property in material things.. 

It is difficult to imagine that the finance 
minister of India, an erudite economist— 
a one-time Adam Smith prize winner in 
economics at the University of Cam¬ 
bridge—has not read Marshall. At any 
rate, he may be expected to have read 
W Arthur Lewis, and more recently 
Theodore Schultz, both of whom have 
emphasised the importance of education 
in the process of development. But Mar¬ 
shall’s pointed reminder, as far back as 
1920, about the distintiion between public 
and private property in knowledge is get¬ 
ting to be increasingly more relevant by 
the day, both in tcims of who dispenses 
education, and who holds the monopoly 
of knowledge in regard to technical pro¬ 
gress. One would need a separate essay on 
the Dunfcel proposals to include Intellec¬ 
tual Property Rights as an issue for 
surveillance by the reformed GATT; and 
we may merely note this important point, 
and delve into the ptoblem of who is best 
fitted to dispense education and provide 
for the dissemination of knowledge and 
technical skills. 

No, it is not either lack of understan¬ 
ding of the issues facing the country or 
his lack of faith in education as the most 
important factor in development which 
prevents the finance minister from pursu¬ 
ing policies wMch may help to develop the 
people of India, through better dissemina¬ 
tion by public authorhies of education 
and skills. After all, the finance minister 
was himself a professor of economics at 
the University of Delhi before he joined 
the government in the early 70$; and he 
himself (coming from a relatively poor 
family in rural Punjab by his own admis¬ 
sion) owes his meteoric rise to his educa¬ 
tion. No, perhaps the compulsions lie 
eisewheie; he is clearly no longer in charge 
of economic policy-making; be has to do 
as he is told to; by a bunch of ‘uneducat¬ 


ed’ degree-holders occupying important 
positions in the World Etenk. Or, maybe, 
those gentlemen know what they are 
lecommending; they are just not interested 
m seeing India develop. 

There are two facets to education 
policy There is on the one side the pro¬ 
blem of universal primary education and 
better (and more widespread) vocational 
education. Secondly, there is the problem 
of higher education, which has to cope 
with rapid developments in science and 
technology around the world. There is 
also the other basic issue: should educa¬ 
tion be publicly funded or privately 
organised and privately marketed, same 
as any commodity'? 

We obviously would not succeed in 
‘globalising’ the Indian economy without 
creating a domestic base of industrial 
growth based on a high level of scientific 
and technological skills. In the absence of 
such development, the ‘globalisation* of 
our production structure is tantamount to 
accepting that India should remain a 
backward society, producing (and expor¬ 
ting) only primary products, and depen¬ 
dent on imports for all sophisticated 
manufactured goods. Currency devalua¬ 
tion never has and neve; wiB help the pro¬ 
cess of industrialisation. The structural 
change we need is by way of developing 
the people of this country. 

Let us quickly get the problem of 
universal primary education out of the 
way. Primary education is essentially the 
responsibility of the state governments. 
But in India, the founding fathers of the 
Constitution gave all the flexible sources 
of revenue to the centre; they also devis¬ 
ed the mechanism of a quinquennial 
I'inance Commission to ordain the 
devolution of finances from the centre to 
the states, so that the latter could 
discharge their constitutional respon¬ 
sibilities for the development of educa¬ 
tion, health, etc. Unfortunately, over the 
years, the inroads of central planning have 
changed the scenario dramatically. Only 
a small part of central revenues today 
devolves to the states under the formula 
evolved by the Finance Commission; 
much the greater part of funds is devolv¬ 
ed at the behest of the Planning Commis¬ 
sion, and close to a third of the total 
devolution of funds is through txnlrally 
sponsored schemes. So, the states really 
dance to the tune played by the centre; and 
that goes not only for primary education 
but also primary health, expenditure for 
agricultural improvements, and ail other 



mrtu which, under the Constitution, are 
the responsibility of the state 
governments. 

What about higher education? Well, the 
country is facing a crisis, and all govern¬ 
ment expenditures must be cut. Of course, 
we must increase the outlay on the police; 
‘law and order’ must be enforced. We 
must also tax the rich less; for, in terms 
of Mtorld Bank philosophy, we must aeaie 
more space for private initiative. 

The result: the central grants (even to 
the central universities) have been cut 
drastically. And since university employees 
must be paid higher dearness allovyanoes— 
as granted by the centre to fts own 
employees, in terms of the Fourth Pay 
Commission recommendations—and 
since the total grants to universities have 
been frozen, the economy to be effected 
hiu libraries, science laboratories and 
similar facilities. Let us take a look at the 
Delhi Univeraity Library. The figures 
in the accompanying ubie speak for 
themselves. 

Of course, one must note that the Ratan 
Ikta Library has, of late, been fortunate. 
First, in 1992, through the efforts of some 
senior bureaucrats, donatbns were col¬ 
lected from businessmen for the Ratan 
Ikta Library. And now, in 1993, the 
finanix minister—a one-time professor in 
the Delhi School of Economics—has 
made a Rs 5 crore grant to the Ratan Ikta 
Library (as a capital fund), and another 
Rs 3 crore grant to the Delhi School of 
Economics to start a new Centre (for 
studies). 

Oik should not grudge anyone’s good 
fortune. So, good luck to the Delhi School 
of Economics. But what about the 
physical sdeiKcs? The number of journals 
subscribed to by the science library of 
Ddhi University has come down from 79S 
to 195 in a matter of two years. An out¬ 
sider caiuiot delve into the state of the 
science laboratories. Presumably, they 
would be facing a likewise cut. 


And so, the inevitable response: pri¬ 
vatise education. This is an easy escape 
route, but a route full of dark holes and 
pitfalls. Let us hearken back to Alfred 
Marshall who was vehemen in defending 
‘contpetition’ and private enterprise. 
Knowledge is not only the engine of pro¬ 
duction, a distinction has to be drawn 
between public and private property in 
knowledge From Adam Smith down to 
neoclassical economists like James Meade 
and 'Hicodore Schultz, all of them 
favoured; (a) public education, and 
(b) public property in knowledge The lat¬ 
ter, one must note is a direct attack on 
the concept of Intellectual Property 
Ri^ts, so close to the heart of reformers 
of the GATT. But we are not discussing 
the Dunkel proposals, which, in the pre¬ 
sent context, only focus on the problem 
of how to internationalise US patent laws. 

So, the issues are two-fdd; First, the 
issue is private versus public supply of 
education; and secondly, if education were 
to be publicly funded—and we' should 
remember that even privately run schools 
and colleges are Hnancially aided by the 
government, even though most of them 
are of the nature of ‘money-making in- 
$titutions‘—how does one raise the 
resources required for publicly funded 
education? 

The first issue then is whether public 
or private supply of education is better. 
Ex^pt for a very few elitist schools, out 
of teach of more than 99 per cent of the 
population, few people would question 
the superiority of public educational in¬ 
stitutions as compared to private ‘money¬ 
making institutions’. Certainly, the univer- 
sitin arc all publicly funded. Some col¬ 
leges, run by private charitable institu¬ 
tions, ate reasonably well run; but of late, 
there is a mushrooming of commercial 
enterprises dispensing higher education, 
set up on the basis of highly concessional 
land and other facilities, with heavy 


capitation and other fees. Basically, they 
are money-spinners for the promoters. 

There is doubtless enormous scope for 
improvement of the quality of education 
dispensed by publicly funded institutions 
of higher learning. In particular, the state 
of libraries and laboratories in public in¬ 
stitutions today is deplorable. There was 
a time when our educational system was 
narrow yet full of idealistic teachers. We 
had men and women of dedication as our 
teachers. Today, many teachers do not 
teach in their classrooms; they give private 
tuition to the same students at home for 
a separate (and a high) fee. How does one 
change this? But ask any parent; he would 
still prefer a state run university for his 
ward to a privately run institution. Does 
‘market preference’ of consumers ol 
education have any lesson for us? 

Again, let us talk only of higher educa¬ 
tion, because primary education in rural 
areas does not interest our educational 
entrepreneurs. Before the second world 
war, the standard tuition fees for univer¬ 
sity education were Rs 12 per month for 
the BA classes, and Rs 15 for MA classes. 
These continue to be the fees even today, 
when many students come to the univer¬ 
sity in scooters and motor bikes (and some 
even in Marut i cars). One could argue in 
favour of free studentships and merit 
scholarships for the deserving poor. But 
how does one justify, in 1993, the same 
tuition fees as in 1939? 

A government which can implement 
savage policies of economic reform is yet 
unable to muster the courage to raise tui¬ 
tion fees at the university level. The 
authonties also lack the courage to revise 
the curricula. The question of instilling 
proper values in our educational system 
just does not arise. We glibly talk of 
privatising education. Education has 
become another commodity to be market¬ 
ed, based on demand and supply, avail¬ 
able at a price; for the educational en¬ 
trepreneurs charge heavy ‘capitation’ and 
other fees, and generally make money, 
even as they get concessional land and 
other facilities. But then, making money 
is the motive force behind the capitalistic 
system, is it not? Why complain? Self- 
interest rules the country, not what is good 
for the long-term interest of the country. 

So, this is the background. What kinc 
of structural adjustment are we attemp 
ting to introduce into the country in this 
framework? Do we not realise that e 
country which fails behind in educatior 
is also likely to become increasingly less 
erndent by international standards? Ever 
the ‘efficiency criterion’ should warn the 
finance minister—an educated person— 
against this danger. 
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Number of 
Journals 
Subscribed 
Prior to 
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Journals 
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in 1991 

Journals 
Expected to be 
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1992 

Arts 

582 

285 

185 

Science 
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350 

195 

Ratan Ikta (School of Economics) 

«00 
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200 

South Campus 

350 ' 

250 

175 

Central Reference 

• 

90 

108 

Total 

2,327 

1.575 

863 


* Included, prior lo 1991, in Arts Library figures. 
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COMMENTAKV 


Sugar-Coating for Tougher 
Conditionalities to Come 

EPW Reaearch Foundation 


The finance ministry’s so-called discussion paper on the economic 
rrforms is really an attempt to prepare the ground for the far tougher 
conditionalities to which the country is to he subjected as the price for 
the EFF and the ESAF borrowing from the IMF and the loan for 
financial sector reform from the World Hank. 


THEaiiniBlry of Hnance has published what 
itcallt a 'discussion paper' tided 'Economic 
Refonos: Two Years After and die Task 
Ahead* ostensibly to start a debate on the 
structural adjustment programme and toscek 
a consensus on economic policies as tbe 
govenunent prepares to go to the Interna 
tional Monetary Fund (iM 10 for an extended 
fund facility (EFF) loan. 

Is There a Chcsce? 

Before examining the substantive issues 
raised by thediscussion paper, one is tempted 
to enquire of the finance ministry whether 
any alternative policy path is at all available 
once die government chooses the 1MF" s FiFF' 
and the World Bank's structural adjustment 
rcRjte? If. for instance, the consensus of the 
domestic debate were that the fiscal adjust¬ 
ment bad been looscvne, that the recessionary 
conditions in Indian industry were attribute 
able to the sledge-hammer kind of fiscal and 
monetary compression, that the adverse ef¬ 
fects of such compression were to be seen 
more in drastic reduction in the growth of 
industrial output and employment rather than 
in inflation control, that the pri vate sector in 
India (including foreign direct investment) 
would not be in a position to Ell the gap 
created by reduced public expenditure and 
public investment programmes in real terms 
formany years tocume, that the structure and 
size of the investment were significantly 
different from the nature and size of public 
investment that the pri vate sec ten’ would con¬ 
template undertaking for some years tocome 
and hence the restructuring mute would im¬ 
ply a colossal waste of past investments not 
only in bigger uniu (like the BHEL) but also 
in downstream ancillaries and small-scale 
units.... Assumingthatthis was the consen¬ 
sus judgment, would wc have the optiem of 
retaining over the next three years the gross 
fiscal deficit M the level of S.7 per cent to 
which it fell in 1992-93oreven at 4.7 percent 
to which it is proposed to be reduced in 1993- 
94, and of not reducing it to 3 per cent by 
1996-97, i e. the three-year period of the 
proposed EIT. It can be systematically ar¬ 


gued on both tbecvctical and empirical groumK 
that a 5 per cent gross fiscal deficit of the 
central government undoubtedly sustain¬ 
able even 1.1 the Kmg run, that it would tic 
rton-inflationary Would this choice be avail 
ablc-to us once soveinmciit seeks the lilK' 

{.)r if the con.scnsu.s were that in order to 
avoid a possible external debt crisis after the 
EFF' is over, due to drastic and {xxmaturc 
import liter.<li^a^l«)n and growing debt ser¬ 
vice commilmciits, wc need to go slow on 
import liberalisation, would the option be 
available to u.s to leintroduce some of the 
im|w>rt restrictions and to decide not to elimi¬ 
nate impr.<ri controls on consumer goods in 
thcncxtfourycars?(Jriftbeconsensus wo-e 
that in the financial sector, the mere exist¬ 
ence of a large number of players in the 
market (like many and different types of 
commercial banks) docs not ensure compe¬ 
tition or fair play and that, tbercfoie, some 
degree of social regulation including cross- 
subsidisation is necessary; would it be pos¬ 
sible tlicn for the RBI to re-introducc one or 
two more slabs of interest rates for bank 
depo.silsaswcllasforbank lendings? Still 
worse, like the Narasimham a>mmiltcc for 
the financial sector, wc now have .in R N 
Malhoiracommitteefortbc insurance .Con¬ 
sidering that insurance business is a gold 
mine and that there is still a vast area of 
social insurance remaining uncovered in In¬ 
dia, would the government have tlieoption of 
rejecting the Malhotra committee’s rccom - 
mendations if these were to include foreign 
sector participation in the insurance sector in 
India? 

The fact is that having chosen the IMF/ 
World Bank programmes with very high 
tranches of structural adjustment blow¬ 
ings. the country has been pushed into a 
situation where it has little phoice but to 
accept the severe conditionalities and perfor¬ 
mance criteria imposed by the multilateral 
agencies. What is mwe, the IMF/World Bank 
package is a light-knit, highly integrated one 
and the country has mx die freedom to choose 
any part of it. Anoutstandingexamj^eisthai 
of the forced disinvestment of PSU equities 
during the past t wes years because there were 
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die IMF'/World Bank conditions to be lul 
filled, includinglhoseon bringing down the 
gross ftscal def ^ci 1. Wc know from the fonr.c 
secretary to the department of public cntci 
prises howhe was given just three montlis lr» 
complete the sale of Rs 2,5(X) crorc worth of 
P,Sl J equities, ignoring all national interests, 
because the IMF condition in regard to Uic 
gross fiscal deficit had to be fulfilled. 

Therefiwe, the call for debate is a ruse by 
tlM bureaucracy to sell the reform package. If 
it is not a concerted effort by a coterie of 
the bureaucracy, how does one explain that 
all the committees appointed by the govern- 
ment-Narasimbam conunillee on the finan¬ 
cial system, Rangarajan committee on bal- 
anceof payments, Chelliab committee on tax 
reforms, Rangarajan committee on 
disinvestment of PSll bonds and now in all 
probability Malhotra committee on insur¬ 
ance-should be singing die same song of 
structural adjustment, liberalisation, 
pri vatmtion and opening up for foreign cixn- 
petition without a single member dissenting. 

Ibat the discussion paper is a subtle 
bureaucratic attempt to {xeparc the ground 
for the more severe conditionalities under the 
IMF's EFl' and its 'soft' window, the en¬ 
hanced structural adjustment facility (ESAF). 
and the World Bank's loan for fmancial sec¬ 
tor reforms, is evident from the fact that it 
contains nothing which has not been articu¬ 
lated so far in IMF/World Bank documenU 
on India, that there is not a shred of evidence 
of any hard bargain a country of India's size 
may hope to strike with the multilalml agen¬ 
cies in the proposed negotiations. For in¬ 
stance, every aspect of the financial sectex' 
reforms proposed in the discussion pR^r has 
been already agreed to with the Asian Devel¬ 
opment Bank (ADB) for iu financial sector 
loan (the details of which have already been 
obtained by members of parliament). Pro- 
gressi ve deregulation of interest rates, elimi¬ 
nation of ceiling on bank deposit rates and 
phasing out of the floor on lending rates have 
already been agreed to with the AOB; like- 
wi.se. rcducti(His in the cash reserve ratio 
(CRR) to 10 percent and the statutory liquid¬ 
ity l atki (SLR) to 25 per cent. When such is 
the backdrop to die discussion paper, where is 
the scope for any debate? 

The Philosophy op the RtiFORMS 

While dealing with the .substantive issues it 
should be clarified at the outset that it is 
nobody's case that there was no scope for 
reform in different sectors of the economy in 
1991 -92. when the current reform phase be¬ 
gan , nor is it being contended thatlndia ought 
not to borrow from the multilateral agencies 
when it needs to borrow. It is just that wc 
ought to realise that borrowing f^ro the IMF' 
and the World Bank fans a significant cost 
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tmanoa lo them. The larger ttie borrowing 
the higher the cost. A» stated earlier, the 
multinational agencies have such a rigid atti¬ 
tude to the package of macro-adjustment 
policies that the borrowing country bus no 
freedom to modify them to suit its policy 
preferences or the stage of development. 
There is by now universal acceptance, de¬ 
spite protestations to the contrary, that the 
social costs of adjustment fall heavily on the 
poorer segments of society. The higher the 
incidence of poverty, the more difficult it is 
for society to bear the shocks of adjustment. 
All talk of adjustoient with ahuinao face has 
tiuned out to be a facade because the eco¬ 
nomic logic of e maifcet-otieiMed system is 
decidedly against the poor, it also deprives 
the state of control over resourcc.s badly 
required for protecting the interests of the 
poor. Therefore, certain preconditions es¬ 
sential for broad-based development have to 
be met before the reforms can be begun. The 
reforms have to be gradually introduced so 
that the vulnerable sections of stx'icty arc not 
deprived of employment and the other sources 
of their basic livelihood and social expendi¬ 
tures. In the meantime, many checks and 
balances have to be continued so that the 
scarce rescnirces of a pour society arc not 
frittered away in non-functional activities. 
These and many other significant altcnia- 
tives have been set out in the literature, but the 
discussion paper ducks these crucial issues 
by making emotional and repeated refer¬ 
ences to the success stories of the east Asian 
countries (China, Korea, Malaysia, Indone¬ 
sia and Thailand) without making aneffori to 
appreciate the preconditions which made 
those success stories possible. 

There are four aspects of the discussion 
p^ier which call for detailed comment, the 
philosophy behind the reforms; the reform 
measures so far undertaken; tlic initial im¬ 
pact of the measures; and the structural ad - 
justment programme proposed to be under¬ 
taken in the next three years as a pari of the 
EFFand financial sector reform programmc.s. 

As part of the broad philosophy of the new 
economic policy, the discussion paper argues 
that ‘’the only durable solution to tlie curseof 
poverty is sustained growth of incomes and 
employment... ’' There is'unshakcable faith 
in structural reforms putting the economy on 
a sustainable 6 to 7 per cent growth path 
which would take care of the age-old prob¬ 
lems of poverty and unemployment. A basic 
question diat has been posed in the literature, 
^ichthediscussion paper does not even take 
cognisance of, is whether the Indian economy 
as yet possesses the necessary preconditions 
for the kind of rapid and drastic structural 
adjustment that is sought to he imposed on it. 
In this respect, the document repeatedly 
quotes the examples of the countries of cast 
Asia, referred to above, which have trans¬ 
formed themselves within a generation and 
attained high living standards. Their poverty 
levels have come down to below 10 per cent. 
They arc the ones which arc attracting sub¬ 


stantial foreign direct investment and also 
tourism etumings. 

But the reference in the discussion paper 
on the success of the east Asian countries' is 
:>upeificial. If we have todraw lessons from 
these countries,experience, we ha ve to com¬ 
pare their historical setting, (lie preconditions 
for success created by them and the strate¬ 
gics adopted. First, these countries had not 
faced in their hLstoty such intense, systematic 
and prolonged colonial exploitation as India 
had faced, resulting above all in a persistent 
drain of domestic savings, relative stagnatiivi 
in per capita income, and consequently ero¬ 
sion of the vitality for development; it had 
also bestowed on India a semi-fcudal struc¬ 
tures with tbeinberent tendency to waste and 
dissipate physical and financial resources in 
non-productiveactivities. China, which was 
no doubt similarly placed, could recover 
from the erosion and replace the deficient 
structure through intense .socialist recon¬ 
struction. .Second, all these countries have 
created, on attaining self-rule, a s(x:io-eco- 
nixn ic en v ironment conduci vc to hi oad-hased 
devclopinenl. Almost all of them undertook 
effective land reform which not only released 
the forces of production in their rural areas 
but also created more equitable distribution 
ofincomes and wealth. “It is highly signifi¬ 
cant that the three non-socialist countries in 
cast Asia that had the most equitable income 
distribution (Japan, Korea and Taiwan) are 
those that also underwent significant land 
reforms. As these societies were largely 
agricultural at the time of the reforms, these 
changes had profound effects on income 
distribution’’ IStcinbcrg 1988J. The esti¬ 
mated ratio of the lop quintile to the bottom 
quintile income share in the population was 
4.9 in the Rcpublicof Korea in 1981, whereas 
it was 10.1 in India in 197.^-76 (Amsden 
19‘>3). 

Bc.sidcs, these countries attained high lev¬ 
els of literacy, particularly female literacy, 
and substantially better healtli standards. In 
196S, the percentage of females in the rel¬ 
evant age group enrolled for primary educa¬ 
tion was 99 per cent in Korea, 86 per cent in 
Thailand, 84 percent in Malaysia, 64 per cent 
in Indonesia and 57 per cent in India. ’ ‘Ibe 
high'level of education in iforea contributed 
tremendously to its economic development 
as well... KcHca achieved a literacy rate of 
nearly 80 per cent by the early 1960s, the 
highest of any country at a similar level of 
development” [KihwanKim 1988]. Like¬ 
wise, maternal mortality rate (per 1,00,000 
live births) for 1980 was 34 for Korea, 59 for 
Mal-aysia, 270for Thailand, 800forlndonesia 
and 500 for India. Also, with better female 
participation in the labour force and more 
than one earning member in ttn average 
household, these Asian countries could gen¬ 
era tc a rapid increase in household and over¬ 
all domestic saving ratios. In the early phase 
of development of these countries (except for 
Korea which picked up very siwm), their 
domestic saving ratios bad generally reached 


25 to 30 perc«it-inucb bigher tban tbatof 
India. Hie higber level of social consumption 
with relatively bettor distribution of income 
and wealth vastly widened the demand base 
of those economies and facilitated more 
broad-based development. Higher literacy 
and health standards were the most cnictal 
faeuxs inenhancinglabourproductivity which 
in turn went to facilitate signiticant impent 
substitution and export promotion. 

What IS more, in the strategics of develop; 
ment pursued by these countries, (a) the state 
played an activerole in industrial restructur¬ 
ing with packages of incentives and disincen¬ 
tives, including for import substitution and 
export promotion; and (b) they resorted to an 
aggressive puisuitofimport substitution com¬ 
bined with export promotion. An incisive 
study on the five Asian countries (Korea, 
Indonesia, Malaysia, Thailand and Taiwan) 
has brought out how the singular lesson from 
their industrialisation experience is that on¬ 
going export promotion may fail to become 
diversified and knowledge- andcapital-intcn- 
si VC if it is not followed by subs idised import 
substitution (Amsden 1993]. Refimng to 
Uiailand, the same study argues that as much 
as 50 per cent of exports were from import- 
substitute industries. 

An important aspect of the new policy is 
the dependence on foreign direct investment 
for accessing non-debt sources of foreign 
resources and forfaciiitating improved tech¬ 
nology transfers. Even liberal portfolio in¬ 
vestment has been permitted, though at a very 
high cost to the economy. First, there is a 
significaqt body of evidence to theeffect that 
excessive dependence on foreign sources 
tends to hurt tbeproccssof expanding domes¬ 
tic savings. Secondly, and mure importantly, 
a study on the role of foreign direct invest¬ 
ment in effective technology transfer in the 
context, of the Asian countries has the follow¬ 
ing judgment to offer: “Passivcdepcndcnce 
on foreign technology can transfer the results 
of innovation done elsewhere, but it cannot 
provide a domestic base- of technological 
capabilities that long-term growth and diver¬ 
sification require. Of all the modes of tech¬ 
nology transfer, FDI carries the largest risk of 
creating such dependence. This may not matter 
^developing countries with relatively small 
industrial bases and weak capabilities, such 
as Bangladesh or Sri Lanka. It does matter 
for countries such as India that have a base of 
innovati vecapabilities and can Ihiitfully add 
to it. Tbe entry of foreign i'nvestmv tboi has 
to be controll^ and directed to promote tbe 
development of local inbovati vecapabilities. 
FDI should be encouraged when it feeds into 
local innovation and should be restricted when 
it threatens to substitute for local innovation. 
Where possible, foreign investors should be 
stimulated to undertake local adaptive and 
innovati vc effort. Where necessary, the gov¬ 
ernment must step in to assist indigenous 
innovation to coordinate the technological 
efforts of local Arms'' (Sanjaya Lall .1993]. 

Thus the whole pfa ilosopby tefaind die dn- 
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malic changes through a structural adjust* 
meot strategy hasaquestionablc basis at this 
stage of the country* s socio-economic devel - 
opmeni. In the first place, asustained growth 
of output is not possible to be established on 
such a low base Of domestic demand. Nor is 
it possible to squeeze a sustained export 
growth of 14 to 15 percent per annum unless 
there is sijgnificant import substitution effort 
on a sndefront of Indian industries and on an 
ongoing basis. In any case these activities 
will not generate adequate employment 
growth such that the poor get a share of the 
bcnefitsof development. 

Biased View op Performance 

In {xvsenting the achievements of the past 
two years in implementing macro-economic 
policies as also the responses to these policy 
changes, what the discussion paper does is a 
repetition of the myopic view of performance 
the government has been dishing out for ibe 
past year or so. Ihe annual inflation rate 
steadily came down from 17 per cent in 
August 1992to7percentbytheendof 1992- 
93. Foreign currency reserves crossed $ 6.4 
billion and the overall economic growth in¬ 
creased toabout4pcr cent in 1992-93: indus¬ 
trial growth showed significant recovery in 
the firsteightmonths of1992-93, registering 
a growth of about 4 per cent over the cenre- 
sponding period of 1991 -92. The process of 
fiscal consolidation is being continued fuither 
in 1993-94, with the fiscal deficit targeted at 
4.7 per cent of GDP. The industrial 
liberalisatioa has created an envirmiment of 
competition and freedom to invest, expand 
and modernise in response to mailtet condi - 
tions. Reforms in the trade and payments 
regime have encouraged expr^rts and dis¬ 
pelled fears of the economy being swamped 
by imports. Exports to the general currency 
area (GCA) grew by 10.8 per cent and the 
reforms in industry and trade and in the 
paymenta regime would promote a pattern of 
industrialisation which is both sufficiently 
labour-intensive and also intonationally com¬ 
petitive. Tbedirect foreign investment, even 
if it reaches $1.0 billion by 1995-96, would 
still be less than 4 per cent of total industrial 
investment in India and the notion that it 
would swamp our eccnomic independence is 
not wamnt^. Apart from sutetantial tax 
reforms and financial sector reforms, a be¬ 
ginning has been made in reforming the 
public sector such that tlw actual budget 
wouldnoC bear Che burden of maintaining sick 
public sector units nor of providing resources 
for expansion of PSUs in general. Finally, 
withaviewtominimisingthesocial costs of 
structural refoims, a national renewal fund 
has been letup, thepidilicdistribution system 
has been strengthened and expanded, and 
expenditure on the social sectors including 
development, health and education, has 
been substantially stepped up in the 1993-94 
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budget. 

While each one of the above claims may 
appear to be correct, what has been left 
unsaid may go to dispute the claims rather 
substantially. Inflation control, for instance, 
has been to a great extent made possible by 
better crops in ihe past two years. While 
fiscal compression has no doubt played a 
role, but its role in creating recessionary 
conditions in industry has been more potent 
than in reducing the price rise. The earlier 
peak price rise rather quickly to 17 per cent 
from about 12 pn cent was also largely 
contributed by the rupee devaluation. Even 
now there are significant sectoral pressures 
on prices (such as in many industrial prod¬ 
ucts, sugar and edible oils). On the question 
of fiscal compression, the discussion paper is 
silent on its many consequences. We now 
have it on the authority of the deputy chair¬ 
man of the Planning Commission that the 
erosion in the Han outlay of central public 
sector enterprises in lS)92-93 was of the order 
of 14.4 per cent. Similarly, there was a 
shortfall of 7 to 10 per cent in the state plans 
for agriculture, irrigation, and social ser¬ 
vices; in the power sector, the shortfall was 
as much as 14 percent. The budgetsof most 
of the 25 states for 1993-94do not present an 
encouraging picture due partly to reduced 
resource mobilisation and partly to lower 
central assistance. Due to fiscal compres¬ 
sion, the central government has reduced 
al locations forpublic enterprise and pioduc 
live subsidies, but signiOcantiy raised inter¬ 
est payments from Rs 32,500crorein 1992- 
93 to Rs 38,000crore in 1993-94(an item that 
would continue to rise, despite fiscal adjust¬ 
ment, due to unreasonably steep increase in 
yield rale on treasury bills and dated govern¬ 
ment securities). It is impossible to get a 
clear perspective of the fiscal performance 
unless these distortions and their consequence 
ate highlighted. 

The claim that reforms in trade and pay¬ 
ments regime have dispelled fears of the 
economy being swamped by imports shows 
how biased the perception is abwt the func¬ 
tioning of the econumy.Inthefirst place, the 
decline in imports in 1992-93 were due to 
severe recessionary conditions in industry 
following the structural adjustment 
programme. But this does not disprove the 
fact that Indian society, given theqipatunity, 
has afaigh import propensity. Thisisasmuch 
true of industrial goods as of consumer 
durablesaswellasofgoldandtilver. While 
detailed data are not available on the inflow 
of consumerdurablcs, tbeclaodcslinc as well 
as officially recognised import of gold and 
silver on a sizeable scale is enough of evi¬ 
dence on this phenomenon. Alto,thea^u- 
ment that over time, reforms in industry, 
trade and the payments regime would pro¬ 
mote a pattern of industrialisation which is 
both suffictenlly labour-intensive and also 
internationally competitive fails ro take note 
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of a few specifi': possibilities: (i) Indian 
industry, v^ich has created a reasonably 
strong industrial base, may be swamped by 
unmitigated foreign competition and thus a 
process of deindustrialisation may be set in 
motion; (ii) a substantial export expansion of 
a wide range of technology-cuiented, capiUl 
and skill based pirxiucts is not possible unless 
ihcrt is the simultaneous promotion of import 
substitution: and (iii )due topent-updemand 
for consumer gcxKis, incliKling precious met¬ 
als, it is necessary locnntain their imports at 
least until a viable balance of payments 
situation emerges as otherwise there is the 
danger of a debt crisis. Finally, it has been 
pointed out in the past but bears repetition that 
all corroborative evidence suggests a deterio¬ 
ration in the employment situation in the 
recent period. Forinstance, theemployment 
exchange statistics, for what they are worth, 
suggest that both vacancies notified and place¬ 
ments effected were lower in 1991-92 and 
1992-93 than in the preceding years. The 
discussion paper has no place in it for such 
relevant aspects of the performance of the 
economy. 

Road Ahead 

ITiis brings us to the reform agenda the 
government ha.s proposed for the ‘next three 
years’, which exactly corresponds to the 
period of the proposed EFFprogramme. The 
first two years of structural adjustment have 
thrown up anumbcroflessons but tbediscus- 
sitvi paper does not even refer to them except 
for tlx: platitudinous observation that thegains 
made in some areas could be reversed if we 
were not careful to consolidate them in the 
years ahead. In the next three years, mind- 
boggling changes are proposed to be effected 
in the macro-economic management of the 
economy which, if economic logic and the 
structure of the Indian economy arc any 
guide, are likely to widen the gaps in the 
availability of social services as alsocontrib- 
uic to a worsening of t he problems of poverty 
and unemployment. 

Afiart from reducing the grrws fiscal deficit 
of the centre lo 3 per cent of GDP by 1996-97, 
.significant reduction in subsidies, a new ap¬ 
proach t<' adm i nistered prices, furtlicr rcduc • 
tion in budgetaiy alUxiations toP.SUs, raising 
of user charges for electricity, irrigation, 
public road transport and non-primaty educa¬ 
tion with someelement of cross-subsidisation 
to cover the costs of services, completion of 
the tax reform agenda including gradual re¬ 
duction of income ami corprjraic taxes as also 
of the average custcan tariff level, a move 
towards a full-fledged value added tax (VAT), 
and widening of the scope of presumptive tax, 
aresomcof the substantive rcfiarns contem- 
(rfated in the fiscal area. Reform of the 
financial sector will cover phasing out of 
ceiling and norn* for bank deposit and lending 
rates with a single concessional lending rate 
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sctabotttSpwoenttieiowaienHecmHioaw 
prime c«istc«nm, tarteltik|ttieoone«B«ional 
r»te« loihenaUy ne^, indtphasedreduc- 
iioamSUlmdi CRRto2SperoentatK) lOper 
cent, teipectively; widespread comput 
terisation and special (probably drastic) at¬ 
tention to banks that remain weak and insol¬ 
vent. With a view to making the provision of 
general and life insurance services more 
efficient and effective and for introducing 
greater competition for this purpose, the re¬ 
port of the M^biotra comm ittec on insurance 
is awaited. 

In industri ai policies, apart from expecting 
the state governments to remove all fetters on 
industriid investment and production, the cen¬ 
tral government's focus will increasingly 
shift to restructuring unviable enterprises, 
both public utd private, and also to carrying 
out a strategy of disinvestment in the equities 
of all public sector enterprises on the lines of 
tbeteoammaKlations made by the Rangarajan 
committee. Vat small-scale industries, the 
emphasis in the future will be on promotion 
rather than excessive regulation and protec¬ 
tion. (Asecretarytothc government ofindia 
recently revealed that the government was 
anxious to remove the protection given to 
800-odd small-scale industries though it was 
facing certain hurdles in this respect.) There 
will be considerable reorientation of public 
expenditures on health, education and agri¬ 
cultural development. It is proposed to re¬ 
duce subsidies being provided for water, 
electricity and fertilisers. "Takingthecentre 
and slates together, the pattern of public 
expenditure for agriculture has to be radically 
restructured to fkvour durable and productive 
investments and adequate provision forlheir 
operation and maintenaiKC instead of input 
subsidies, whose beneffts are typically ap¬ 
propriated by bcttor-off farmers.” Likewise, 
in infrastructure, the losses of State Electric¬ 
ity Boards would have to be eliminated. 
OeiMrally, the monopolistic natureof puUic 
enterprises will have to give way to the 
induction of private service providers, the 
PSUs will have to operate on commercial 
principles with corporate status in somecases, 
special privileges like preferential purchase 
policies will have to be phased out, many 
PSUs srill have to be ready to wii equity to the 
public and foreign investment will be ex¬ 
pected to provide a critical supplement to 
resources aitd technology in some sectors. 
* ‘All of this will requite new thinking, ffesh 
management approaches and. in somecases, 
legislativechanges." Finally, in the external 
sector, important reforms contemplated are; 
phasing out of quantitative restrictions on 
exports and remaining restrictions on im¬ 
ports, elimination of all anti-export bias in 
trade and industrial pdicies and, rinally, be¬ 
ginning a process reducing the absolute 
protection provided to consumer goods. Also 
on the agenda are further measures to attract 
foreign investment with the goal of achieving 


wannual nowof$2 billion by 1996-97. and 
a progressive move towards full current ac¬ 
count convertibility to encourage foreign 
investment. WiihconsidcraUc reforms in the 
regulatory framework, foreign investment in 
infrastructure industries will be promoted. 
An a vowed objective is to reduce the current 
account deficit lobelow 1 percmtofGDPby 
1996-97. 

In the first place, the reform agenda, with 
its iaspiration from structural adjustment 
programmes, concentrates essentially on 
monetary, fiscal, financial andexteraal sec¬ 
tor policies, ignoring the m<ne basic ques¬ 
tions of the real economy. For instance, 
domestic savings have generally remained 
stagnant during the past 10 to 12 years, which 
is the most crucial element in the macro 
problems of the Indian economy today. As 
mentioned earlier, the entire policy package 
concerning the industrial, t^e and fiscal 
regime is sure to encourage conspicuous 
consumption, including investment in gold 
and silver, and hence prevent augmentation 
of domestic saving. The east Asian countries 
quoted in the government paper were already 
generating substantially high domestic sav 
ing ratios when they embarked on adj ustment 
programmes. Thus in 1980 Malaysia had a 
domestic saving ratioof 33 per cent, Indone¬ 
sia of 29 percent andThaila^ or22 percoit. 
Hiough the Republic of Korea began with a 
low saving rate, by 1979it had reached 28 per 
cent. India's saving rate has remained 
almost stagnant for more than a decade at 
around 22 to 23 per cent ..It may be argued I hat 
the current high domestic saving ratios of 
these other countries arc attributable to their 
rapid economic growth, which is only partly 
true. An equally important factor was the 
pursuit of an aggressive policy of saving 
jHomotiem in the early phases of Ibeir de vcl • 
(^mient, apart from the impetus provided by 
a more egalitarian econcnnic structure. 

Likewise, shorn of all cliches about indus¬ 
trial restructuring, the future of Indian indus¬ 
try lies in policies on technological 
upgradadon, adaptation and assimilation and 
promotion of local research and develop¬ 
ment. The discussion paper is practically 
silent on these basic issues. 

A theme that runs through the reform 
agenda is the role of state governments in 
carrying forward the structural adjustment 
programmes in their next phase. First, in 
fited consolidation, it is proposed to reduce 
the gross fiscal deficitof the centre and states 
together as a percentage of GDP from about 
7.7 per cent in 1993-94 (not 7 per cent as 
mentioned in the paper) to around S per cent 
in 1996-97. Of this reduction, at least one 
percentage point would be on account of state 
governments. As it is, the states will face 
cons iderable reduction in central transfers of 
budgetary resources. They will get a lower 
share of revenues as the centre brings about 
substantial reduction of income taxes and 


excise duties which would affect die states 
directly and would reduce thecentre's aUIity 
to effect transfers. A number of additional 
costs have been imposed on the state govon- 
ments. Interest rate on their borrowings from 
the centre and on small savings have been 
drastically raised. While the size of their 
market borrowings in real terms is being 
reduced, the cost of such borrowings has 
already been substantially pushed up. ^No 
doubt, the discussion paper expects a c^tic 
reduction in the massive subsidies extended 
on irrigation, power and road transport, but 
achievement in this regard can only be very 
gradual; likewise, thecxpccted improvements 
in tax compliances, tax administration and 
buoyancy in tax revenues. Second, in imple¬ 
menting the new policy on industrial invest¬ 
ment and fwoduclion, the paper admits that 
many fetters are still quite pervasive at the 
state and local levels; enterjmses continue to 
face difficulty in procuring land, water and 
electricity connections It is said, rightly, that 
Iheresponsibility of improving the industrial 
climate in this respect lies with the state 
governments. Third, substantial emphasis 
has been placed on the restructuring of public 
expenditure in areas which predominantly 
concern the state governments; education 
(primary education and literacy programmes 
as distinguished from highereducation)and 
health (preventive and primary healthcare as 
against curative and referral facilities and 
urban hospitals), agricultural invesunent com¬ 
bined with rcductionin agricultural subsidies, 
provision of infrastructural services with ap¬ 
propriate economic pricing, and special em¬ 
ployment programmes like the IRDP and 
Jawahar Rojgar Yojana. 

There is no gainsaying that in all these 
areas the administrative machinery at the 
states' level has a major role toplay but there 
are two issues wdiich deserve to be raised 
here. First, there is no awareness in the 
discussion paper of the fact that if the state 
governments have to play a more effective 
role in all these areas, that new role has to 
fernn an integral part of a more decentralised 
pattern of governance. Tbeexistingpalteniis 
highly centralised and is not conducive to it. 
It is revealing to see, in this respect, how in 
China the provinces have been given the 
powers to negotiate foreign collaboration 
agreements and how they are vying with each 
other to attract foreign direct investment, 
particularly in infrastructural areas. Secondly, 
the question is not merely one of restructurii^ 
the expenditure programme; itisalsooneof 
generating adequate growth in expenditure, 
say, as a proportion of GDP. While the 
discuHion paper gives emphasis on shifting 
the relative share, fm- instance, in public 
expenditure fiom highereducation toprimaiy 
education and literacy programmes, or in 
public health, ftom curative and urban bospi- 
lai facilities toproviding primary healthcare, 
it is not realised that the gap in these services 
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is K) vut unless there is a substantial 
increase in the overall expenditure, tbe 
unounts assigned to these areas in real terms 
ivouid fall short of the requiremenu and 
Mnce the gap in the availability of these 
lervioes would get widened. So is the case 
with financial and physical resources allo¬ 
cated for special employment programmes 
like the IRDP and the Jawahar Rqgar Yojana. 
These schemes are lotted down upon with 
contempt by the bureaucracy and during the 
last four-five years, the funds allocated fur 
them have been pitifully small. The biased 
attitude of the government in this respect is 
evident from the fact that its immediate 
response to the high level of food-stocks with 
it was to resort to their export and not think of 
using foodgrains for the creation of assets 
through special employment programmes. 

In the fiscal area, thereform agenda would 
also involve substantial reductions in subsi¬ 
dies for fertilisers, food, and several petro¬ 
leum products like kerosene and LPG, as also 
the overhauling of administered prices and 
elimination of budgetary support for public 
sector undotakings. Tbe major tax reforms 
anticipated are: gradual reduction in the 
average customs tariff level to 25 per cent 
with maximum rates at about 50 per cent; 
rationalisation of customsduiies and import 
[mlicies for consumer gtxxls, and gradual 
-eduction of income and corporate tax rates. 
4 singular achievement of the east Asian 
rountries during the initial period of their 
^wth wastberelativelyhighshareofdirect 
axes as a {noportion of GDP (for instance, 
t.7 pel cent in tbe case of Korea in 1970 as 
igainst 2.5 {>er cent in the case of India now), 
fhereforms contemplated now are unlikely 
o achieve such a high incidence of direct 
axation in India. Those countries also bad 
iignificanl protection for their consumer goods 
which facilitated the creation of a compara- 
ive advantage for themselves in such goods. 
India has a relatively vast market for cem- 
iumer goods and thmfore, from all macro- 
^conomic angles, one of the most im|x>rtant 
candidates fc« selective intervention by the 
uate relates not only to protection for con- 
iumer goods industries but also a general 
'cstraint on their domestic production as well 
W some years to ccmie. Finally, the com¬ 
pete surrender by die state of tbe potency of 
Iscal and monetary instr<iinent$ to establish 
I set of priorities for production and invest- 
nenla8alsofcrim|X)rtsandex{X}rts, will be 
xintraiy to the experiences of all the 
successful Asian countries. 

In industrial policy, overwhelming impor- 
ance is being given to the restructuring of 
weak and unviable enterprises, both public 
>nd private, as also to the disinvestment 
nogrammefbriwblicsectorenterprises.Ina 
latently unequal society some amount of 
wolection for labourisa necessary condition 
w social peace. There is, however, the 
liscustion pa{ier argues speciously diat the 


rigidl^xxir market rules limiting the flexibil¬ 
ity with which labour can be hired and re¬ 
trenched can tend to push entrefneneurs into 
more capital-intensive technology so as to 
reduce the number of workers they have to 
deal with. This is nothing but an a(x>logy for 
entrepreneurial ptcfcrenceforca{»tal-inten- 
sive technologies as a natural response to 
fi seal and other policies favouring capital. If 
c e.sual labour is preferred to regular workers, 
it is because the state permits the breach of 
labour laws. The government’s National 
Renewal Fund (NRF) for training displaced 
labour has provided nothing beyond tomina- 
tion beneflts for staff opting for so-called 
golden handshakes. In this context, some 
results of a recent study by tbe Organisation 
for Economic Co-ofieration and Develop¬ 
ment (OECD) in respect of its 24 member- 
countries should be revealing. According to 
the OECD, the two ranedies most favoured, 
namely, active labourpolicies (such as labour 
m arket training, direct job creation, etc) and 
flexible policies of hire and fire have been 
found tobcineffcctivc. Astudyofthe indus¬ 
trial training {irogrammes in a few major 
countries found'tbat training for agroupof 
uncmployed pcr.son$ m ade no significant dif¬ 
ference to tlicir future earnings and cmploy- 


THE news that the {lanchayat polls would be 
held soon in Bibar has roused considerable 
interest among the major political parties in 
the state. That is not really surprising, given 
tbe fact that the eiectmis to these village- 
Ipvel local bodies were last conducted, way 
back in 1978. Though theBiharchief minis¬ 
ter, Laloo Prasad Yadav, after coming to 
powo- more than three years ago, did initially 
make noises about holding early {lanchayat 
elections, no follow-up action was taken to 
fulfil the promise at that time. Meanwhile, 
tbe (lattchayats were kept in a state of sus¬ 
pended animation through piromulgation of 
ordinances from time to time. 

But with the coming into force of the 73rd 
Constitution Amendment Act, 1993, that has 
madediiect elections to village, intermediate 
and district level panchayat bodies, manda - 
tory every five years, Laloo Prasad Yadav 
has apipwrently woken up to the need for an 
early pdl. Wimt obviously mteiests tbe Bihar 
chief minister most is the fact that tbeoeniral 
act leaves it to tbe state legislatures lomdke 
“provision for reservation of seats in any 
panchaynt or office of chairpersons in the 


menf or claims forunem{iloymenthenents. 
Toquote (he OECD report, “Indeed,ahigh 
turnover will weaken the human caintal and 
(xoductivily gains that normally come with 
more stable work arrangements and prac¬ 
tices” . Secondly, the OE(?D repoil points 
out that flexible (xilicieK of hire fire 
cannot but baveadamaging fall-out for the 
training that employees receive; such a 
system Joes n(>t facilitate the {womoiionof a 
work place with sophisticated skills and 
he.rlthy labour attitudes towards holier pro¬ 
ductivity and efficiency. 
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panchayats at any level in favourof back ward 
class ofeitizens' ’. As a mattcrof fact, Yadav 
has lost no time in announcing that reserva¬ 
tion of scats for the backward castes would be 
made in pro(K>rtion to their population in the 
state. For ascertaining the strength of (he 
backwardcastepopulation in Bihar, tbe chief 
minister has urged for an immediate caste 
survey to be done by the stale admi nistration. 

True to his new-found enthusiasm fw 
reinvigenating the panchayati raj system in 
the state, the Bihar chief minister took the 
initiative for holding a number of all-party 
meetings at the state capital, Patna, in an 
effort to evolve a consensus regarding tbe 
nature of a new panchayat law required for 
bolding the elections. Already, tbe Panchayat 
Raj dircetprate of (be Bihar government is 
wDtkingovertime togi ve final shape to adraft 
legislation for amending the existing Bihar 
Panchayat Act. Such an amendment, it may 
be recalled, has become necessary to bring 
tee slate law in line with tbe 73id Constitutten 
Amendment Act. The central act, for ex- 
am{4e, has laid down the guidelines for tbe 
comfiosition of panchayats at variousltycrs, 


Partyless Polls to Powerless Panchayats 

TiiakD Gupta 

Neither the Janata Dal nor the Congress is interested in the devolution of powers 
to the panchayats. even though this would mean little more than a marginal shift 
indecision-making authority. 


Goanmic 1 ^ Mi^ Weekly July 31. 1)93 


1367 



I ▼auuii 

of lOtl i inciudiAg tbit of chairpersons, for 
•dbedttled castes, scheduled tribes and 
WMiwii. Besides, the 73rd Constitution 
Ameadfflwit alsostipulates theconslitution 
of aslale finance cotntnisiion for allocating 
resources to the panchayats under various 
beads. The state panchayat law therefore, 
bu to be suitably amended to incorporate 
thesemandatoiypioviskms. 

Those hoping that a tegime led by Janata 
Dal-a party vocally advocating decentr¬ 
alisation of economic and political power- 
would devolute some real financial and ad- 
minis tnUiveautboiity to theBihar panchayats, 
however, an in for a big disappointment. 
Going by the {vonounccments of the chief 
minister, tbeJanataOalgoventmentJikeiu 
Congress predecessors, is showing gdistinet 
unwillingness toctitically evaluate libe faililid 
pancfa^ali raj experiment in Bihar in order to 
inject life to these virtually defunct bodies. 
The suggestions made by the state govern¬ 
ment representatives, in the all-party meet- 
iiqt, for instance, virtually skip the issue and 
instead deal primarily with the various tech¬ 
nicalities of holding the pancliayat polls. Sec¬ 
ondly, the presentregime too, by aU accounts 
is disinclined loplug the loopholes in the state 
paachayat laws that made all powers granted 
to the panchayats on paper, inoperative in 
actual practice. 

Ind^, thcBihar Panchayat Act, 1947, the 
first of Its ki nd in post colon! allndia, presents 
aclassic example of the gap between the law 
and reality. As it is, the umpteen amend¬ 
ments made to it ^rom time to time, the 
plethora of clauses and sub-clauses and the 
legalist verbiage, makes it a decidedly un¬ 
readable document. Going through the 
agonising experience of deciphering an act 
which is prcifessedly meant to equip the rura I 
folk in the business of running the bodies of 
village 'self-rule*, one comes to understand 
better how the Indian law-makers made it a 
point to make the statute books as unintelli¬ 
gible as possible for the common people. 

More pertinently, one seldom comes across 
a pieceof legislation that so flagrantly contra¬ 
dicts the ground realities of rural Bihar. I sxik 
at the act todiscover bowihecbairpersons of 
the panchayats arc made accountable to the 
village assemblies holding their meetings at 
regularintervals. Turn to real lifetoknow tliat 
such assemblies arc absolutely unheard of in 
the Bihar countryside. Read the law to find 
that elaborate provisions have been made for 
the panchayats to raise resources through a 
variety of taxes, levies and fees. But enquire 
at any Bihar village to Icam that these local 
bodies have never been allowed to raise any 
finance of their own. Again, for form's sake, 
the act does grant elabcaate administrative 
and judicial powers to the panchayats. But 
what is bestowed in one clause is taken away 
(hroug h another sub-clause that makes such 
powers dependent on executive sanction. As 
a number of informed observers of the Bihar 


{nuiciiuy Bi scciiBi iwiicne, uie aw is >u lui ulu¬ 
lated that a simple letter from the chief 
secretary can invalidate most of its provi¬ 
sions. 

Lhaders' Reluctance 

Interestingly, the all-party meetings held to 
discuss the amendments to be made to the 
^listing act, demonstrated a remaikablc unity 
of thought between the ruling Janata Dal and 
tile Congress, the main opposition party in 
Bihar, on thrquestionof keeping these ‘insti¬ 
tutions of self-government’ non-functional, 
as before. Going by their recent utterances, 
both Ijiloo Prasad Yadav and the leader of the 
opposition in the state assembly, Jagannath 
Mishra, seen to be equally disinterested in 
granting any real administrative or financial 
power to the panchayats. While the Bihar 
chief minister is not prepared to go further 
tbanmakingdeligbtfully vague proiniscs about 
more power to panchayats, Mishra, skirts the 
issue by talking about granting more judicial 
power to these bodies. The Bihar Panchayat 
Act, it needs to be mentioned, unlikethelaws 
of some other states, provides for a judicial 
wing of the panchayat to deal with petty 
crimes and local disputes. 

Ihe reluctance of these two leaders to 
devolve some authority to the panchayats 
appears all the more striking because of their 
reputation as champions of more fiscal pow 
ers to the state. While Yadav’s outbursts 
against growing centralisation of power at 
£)elbi has often hit the headlines in recent 
times, it may not be equally known that 
Jagannath Mishra as chief minister, has been 
most vocal among the state Congress leaders 
protesting against centre’s discriminatory 
attitude towards Bihar. Evidently, according 
to this kind of view, devolution of power from 
Delhi should stop at Patna, and gono fiirtlier. 

What, however, demands a deeper analy¬ 
sis is why both the Janata Dal and the Con¬ 
gress are unwilling to shed some power to the 
panchayats when in the given socio-eco- 
nem ic set-up, that would perhaps mean little 
more than a marginal shift in decision-mak¬ 
ing authority from the district level officialdom 
to the dominant cla.ss-caste combines in the 
Bihar countryside. To put it another way, it 
may be profitable to examine whether the 
socio-economic forces that prompted 
Ramkrishna I legde to grant a certain amount 
of power to the panchayats do not exist in 
Bihar to pressurise Laioo Prasad Yadav to 
effect even a Kamataka-type reform of the 
Bihar’spanebayati raj system. 

Pending adetailed study of the subject, one 
may venture to suggest that the dominant 
class-caste combines in the state themselves 
are notquiteentbusiaatic about partially tak¬ 
ing up die task of planning and executing niral 
development with corresponding account¬ 
ability to the people. Shewn of rhetorics, that 
would inpdntof fact, have merely amounted 
to strengUiening the capitalist sector of the 
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institutions. But the upper caste rural gentry 
inBibar, traditionally aligned with Congress, 
by and large did not get transformed from 
zamtndars tocapitalist fanners. Rather, this 
class has in the last four decades or more, 
used its pre-eminence in the panchayati raj 
system as yet another instrument to siphon- 
off developmentmoney.of course, in conniv¬ 
ance with the local bureaucracy. The total 
bankruptcy of the stale-level financiai institu¬ 
tions and collapse of the co-operative move¬ 
ment in the state, do bear an eloquent testi¬ 
mony to the looting spree of this class. 

This primitive accumulation through plun¬ 
der of state resources obviously needed and 
got political protection. Ihat in turn, gave 
birth to a well-entrenched patronage network 
linking the political bosses at the slate capital 
to the 'mukbias' (chairpersons) of the 
panchayats, for sharing of the unearned in¬ 
come. In such a situation, the vtllage-ievel 
vested interests are neither keen to give up 
tlieir middleman role between a growingly 
inaccessible and heartless bureaucracy and 
the people, nor to break the existing patron- 
client relations with their political masters. 

The upper strata of the backward castes 
that have come up in recent times, in com¬ 
parison, generally had a more industrious 
background either as non-cultivating 'ryots' 
actively supervising the agricultural opera¬ 
tions cw as well-to-do cultivating peasants. 
But in a milieu where non-participation in 
productive work signifies social status and 
corruption enjoys social sanction to a large 
extent, this strata with growing prosperity, 
has also begun to ape theiruppcrcaste breth¬ 
ren. The struggle of the neo-rich among the 
backwards, to speak the truth, is not for 
destroying the patronage network based on 
usurption of development money, but to re¬ 
built it, in their favour. 

Moreover, fromtherulingparty'spoinlof 
view, giving more power to the panchayats is 
also fraught with grave consequences consid¬ 
ering the growing spread of the rural poor’s 
struggle in large parts of rural Bihar. As it is, 
the panchayati raj institutions have not be¬ 
come apart of the political system pro|>er and 
have not posed any threat to the established 
centres of political power. But given the fad 
that the militant organisations of rural poor .so 
far have remained more effective in chang¬ 
ing the power equations at the grass roots, 
some genuine power to the panchayats may 
indeed, lead to the emergence of alternali vc 
power centres posing a challenge toihe state- 
level political authority. That is apossibility 
which the ruling circles will wish to nip in the 
bud.Tor envious reasons. 

It follows that Latoo lYasad Yadav’s pri¬ 
mary concern is to carry through the present 
backward caste dominance in Bihar politics 
right up to the panchayat level, bybuilding an 
altenrative network of influence-peddleis and 
wire-pullers. No wonder, the Bihar chief 
minister is most vociferous about reservation 
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ofceattfor the backward castes and insists on 
noo-paity polls. Caste polarisation at dection 
ame,insseadofaparty-wise division,plainly 
suiu Yadav* s interests better in a state wlicre 
backward castes alone, areestimated tocon- 
stitute roughly half the population. 

The upper caste Congress leadership 
equally keen to safeguard its old dominance 
overthepdKhayati raj system, is however, in 
no position to openly oppose the reservation 
of seats for backward castes in a province 
that has come to be known as the Maiulal- 
land. Though perhaps fighting a losing battle, 
the party in an attempt to engineer a split 
within Yadav’sbackwardcaste-Mu.slim alli¬ 
ance, has ccunc out with a counter-proposal 
for reservation of seals for the Muslim com¬ 
munity. Further, the Congress has also de¬ 
manded that the bulk of the reserved scats for 


the backward castes should bekepi aside for 
the most backward sections among them. 

As the things stand, what therefore seems 
tobeRallyonthccardsinBihar, arcpaityless 
elections leading merely to powerless 
panchayats. For the moment, the ground re¬ 
alities of ruralBihar, apparently, do not per¬ 
mit a moderate dose of grass roots democ¬ 
racy even in the most narrow official sense of 
the term. Nevertheless, the panchayat elec¬ 
tions. whenever held, promise to be bilater¬ 
ally contested with violence that might sur¬ 
pass all records. That is simply becauseof (he 
fact that though thepanchayati raj has been an 
unmitigated disastei. ‘Mukhiaraj* remainsa 
tempting pnrposilion for the aggressive and 
powerful dominantclass-caste combines, with 
the added Jawahar Rojgar Yojna charm of 
recent times. 


Textile Mills of Assam 
Is Privatisation the Answer? 

Sriparna B Baruah 

In the mid-SOs when everywhere in India centralised weaving units were on the 
way out, the government ofAssamestablishedweavingcomplexesandprocess 
houses in the public sector. The recurring losses have now forced the government 
to attempt to privatise these units. 


IN Assam the synthetic mills were promoted 
in the public sectm- as downstream units of 
the BRPL and were expected to in turn 
promote the decentrali.sed power loom and 
band loom sector and other related economic 
activities to this end. The mills were con¬ 
ceived at a time when the cotton textile 
industry in the country was reeling underone 
of the worst ever recession. But the textile 
industry in the country wras often characterised 
by such ups and downs-good years were 
invariably followed by disastrous ones. By 
(he time these mills were put on commercial 
production the synthetic spinning industry 
svas flourishing elsewhere in the country. 

The spinning units of all the three textile 
mills of Assam under the industries depart¬ 
ment, Assam State Textile Corporation 
(ASTC), Assam Polytex and Assam Syntex 
(ASL) were established in the middle of 
1980s. The ASTC bad been envisaged as an 
apex body for the jdanned development of the 
textile sector in ^e state. This was however 
not realised and the weaving complexes and 
process bouses were also approved in the 
public sector. When everywhere in India, 
centralised weaving units were on the way 
out, the government of Assam esublislied 
such weaving complexes each promoted by 
oneoftheexistingspinning mills, viz, APOL,, 
ASTC and ASL. 

The trtfal equity investment of the state 
government is around Rs 30erae. Tire loans 
given by the state government amount to 


another Rs 8 crore approximately. Thus the 
total outgo of funds frimt the state govern¬ 
ment has been about Rs 44 crore. 

Established under (his badiground the per¬ 
formance of spinning mills has been far from 
salisfacttny. A comparison of the Assam 
mills and the all-India mills make it mors 
evident. 


(in per cm!) 



Assam 

All India 

Scope of 


Mills 


Improvemeot 

Capacity 

utilisation 

30-60 

95 

45 

Efficiency/ 

total 

65:73 

92 

25.3 


'fhecapacity utilisation of the weaving and 
processing units of ASTC and ASL is very 
low. One of the main reasons for this is the 
low working ca{»tal sanction from the banks. 

The weaving rotation is also not profit¬ 
able in the centralised sector set up with large 
overheads. Even private business houses have 
disbandedweavingunitsinthefaceof com¬ 
petition ritxn tbedecentrslised weaving sec¬ 
tor which operates at negligible overheads. 
The process bouses also require a much 
higher degree of professionalism and exper¬ 
tise as compared to spinning mills. The pro-. 
duciioD of the weaving and processing uniu is 
very poor. The capacity utilisation of the 
weaving unit of ASTC is 12 per cent and 
ASWMCO is between 38 and 40 per cant. 
The processing bouseof A.STC utilisesonly 
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2 J'3 per Pen tofite ttepiteily ■ Tlw AS WMCO 
Is yet to be commissioned. 

Onihe whde, thepertonnance of thclbrcc 
synthetic mills has been very discoura^g 
andtill 1991-92 themillshavebeenincutrii ^ 
huge net and cash losses. Theoutlook fortes 
future also looks very bleak because thereto. 
a few more ptoUems which the milil are 
likely to incur in the near fiiture: (1) (here 
would be (he impact of revised pay scales, (ii) 
there has been a hike in the excise d«^ on 
yam but (he selling price has not risen propor¬ 
tionately,(iii) the sales lax exemption fur 
purchase of PSP from BRPL has expired for 
all the mills, (i v) the power tariff hat gone up, 
and (v) the VSP shortage hat become mctfc 
active. 

lliere is little likelihtxxl of the state guv- 
ernment being in a position to provide funds 
formaking upeoch losses. Insucb atituation. 
the spinning mills seem to be leading for 
certain closure in the near futuie.. < 

FYiRFORMANCB 

The ptxir performance of Ihc mills has 
been bouseof a number of faoiors, some of 
which are uncontrollable, some are partially 
controllaMe (by the management) and some 
are controllable. Factors Uke proper plan¬ 
ning, time and cost overruns anti imbalances 
in some machinery are beyond the control of 
the mills at present. Besides thele, there are 
certain partially controllable factors. . 

The synthetic millii 9 re plagued with a 
perennial shortage of viscose staple fibre 
(VSF). In this connection the efforts made by 
Assam Polyester Co-operative Society. 
(APOL) to solve theproblem is really com¬ 
mendable. APOL has changed ilsrawmkte- 
rial to 6S per centjixdyester staple fibre (PSR 
and 35 per cent of VSf. This chMl|« ^ mtio 
has also enabled AP0^ia{B0dil|Mi«ci% 
with the same a^jount'dif viaecm. 

The power {Msiriog jl|H the euig hw been 
very unsatisffelory the fItfUl tM ^ing 

affected tito toe giWekimn, Hoskm 

has been found out^NITIlA teaine' report 
that proper utilisation and maintenance of the 
DG sett csui solve the power problem to a 
great extent. 

The yarn price has not increased in propor- 
tion to the hike in excise duty, Ibis has also 
been meinly'because of deficieDcy in the ' 
marketing strategy. Betides the problems 
stated above, there are certain other.prob-, 

I ems and these problems have arisen mainly 
because of certain shortcomings of the 
management arid these arc all controllable 
factors. 

The labour productivity it very low. This 
has resulted mainly because of poor training 
and motivation. The workers are riot, edu¬ 
cated aboil! the nonns they are supposed to 
achieve and (he shortfall in performance. The 
low productivi^ standards have been at; 
lowed tqcontimie and have now almost been 
recognised as the ncHm for all the milis. The 
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labuurahsentecism is comparatively high 
particuhtrly during night shift and festival 
time. It is stated that there is no work culture. 
But no attempts have been made to improve 
work culture through orientation, training 
incentives and cultivation of a sense of be¬ 
longing among the workers ITicrc is also 
ptxjrsupervi.sory cuiitn)! over workers result¬ 
ing inlossofpitxiuciion, low spindle speeds, 
unnecessary stoppage of machine.s, etc. 

Markctrcalisation is poor and thi.s is mainly 
because of substandard quality, distress sales 
and corruption. No attempt ha.s beenmadeto 
diversify and plan more profitable pnxluct 
mixes There is lack of accountability at all 
levels, also lack of thorough monitoring and 
reporting system. Ihc var)ou.s MIS records 
mainlamed by the mills are confusing and do 
not helptocontrol the critical operations. 

'Ihc spinning mills in the public .sector 
were established with a view to promote 
textile industry in the .stale, vi/, weaving, 
processing and textile units, for example, 
readymade garments were expected to get 4 
nilipdue to local yarn availability. Unfortu¬ 
nately this has not happened, despite huge 
government investment of about 36tTorc in 
public sector textile units, they have contrib. 
uted little to the growth of textile sector in the 
stale. 'Ihv threepublic sector mills have been 
producing about 2()0-MT of PV yarn per 
month. I lowcvcr they are sending majwiiy of 
their yarn to Bombay and outside places. 

'Ihc iiical power hxim units arc starved of 
yam and this is a major constraint in improv¬ 
ing capacity utilisation of power Knim units 
It is indeed unfortunate that the public sector 
.spinning mills which were established with 
gov«iunenl fund should totally disregard the 
needs of tlie weaving units located within the 
state and continue to supply outside Ihc stale. 
One reason quoted by the spinning mills for 
not su|:^lying yam to local units is that these 
units ^ not pay in cash. The so-called cash 
sale of yam to Bombay agents actually in- 
vdveacrediiof not less than 27-30days—(I) 
transit period of 10-16days, (2) holding pe¬ 
riod in Bombay prior tofinal salemaximum- 
lOdays and average five days, and (3) cash 
recovery period of seven days from the date 
of lifting 

Again when yam is sold outside Assam, 
the followingex tra costs have to be incurred; 
{1 jtransportation cost Rs 2 per kg, (2) cash 
discount-1..3 per cent on sale price, (3) 
commission -2 per cent on sale price, and 
(4) CST— 2 per cent. 'Ihe actual sales rate is 
alsooflen not quoted correctly by the spinning 
mills wlien fixing yarn prices for the local 
units. No attempt has been made to cultivate 
the local weaving market in power loom and 
handlocans. The original intention beliind the 
establishment of public sector spinning mills 
was to promote downstream weaving units. 
This {dan is totally defeated as theenlire yam 
is being sent outside the state. 

The mills arc ail facing problem of work¬ 
ing capital. Yet there is lack of initiative of 


tlie management (particularly ASTC) tojmi- 
cure job works. The machinemaintenance is 
also not satisfactory. There is a lack of 
concern on the part of the management to 
improve the existing situation. Ihis is prob¬ 
ably because no one really has at stake the 
performance of Ihc mill nor is any one ac¬ 
countable for {)oor perfrwmancc. The man¬ 
agement normally puts the blame of every 
thing on shoriageof rawmaterials, unreliable 
power supply and inadequate working capi¬ 
tal. Every year proposals were being pre¬ 
sen ted to the state govcmnicnt to (a) a>mp«i- 
sate for cash losses, and (b) purchase of 
equipment loincrca.se production/producliv- 
ity. While ftfesenting the prc^sals a rosy 
outlook for the future was presented and very 
soon this was forgotten. 

It would however be a mistake to think that 
Ihc textile units are intrinsically unviahic. 
There are certain facten^ which make Ihc 
textile units quite attractive and present a 
picture voy different from the one presented 
by Iheircurreni operational results. 

—Ihe machinery is new and reasonably in 
gcvxi condition. With a littleex|>enditure on 
repairs, the machinery belonging to ASTC 
would be worth the value of new machinery 
of the best quality. 

-The layout and infrastructure of allthcmills 
is excellent and there is adequate scope for 
expansion. 

—There is no surplus wcH-kforce. This is a 
very significant strength which drws not ex ist 
in (>ther public sector undertaking of the state 


government. 

Two clear premises arise out of the abov< 
are: (I) the poor functioning of these textih 
units has bMn largely due to mismanage 
menl, and (2) the stale government is not in a 
p( isition loof fcrovitinuous budgetary support 
to make up for the losses. 

In this background, the committee on tex¬ 
tile units under the industries department 
which was advised to deliberate on (be op¬ 
tions for reorganising/restructuringof the tex¬ 
tile units has felt that it has becomeexpedieni 
to go in for private sector participation and for 
this purpose nsgroupingof the mill.s would be 
necessary. fhe comm ittcc had recommended 
partialdisinve.stment, therefore private place¬ 
ment with transfer of management (joint 
sector). Rased on the rccommcmialitms. the 
government ha.s .started the process of 
privatising the textile mill.s. 

'I'hc government has taken the decision to 
transfer 89 |)er cent of Ihe shares of these 
textile units to the private .sector The advi- 
si>ry committee had recommended a 
disi n vestment of 25 pcrccn t i n oixter to enable 
the goveniment retain its control over the 
bi'ard. Again, it has been observed that prior 
to Ihc final decision of privatising the mills, 
tlie management of ASl. m consultation with 
the employees union had submitted a pro¬ 
posal to the state government on bow the 
employees profiosed to run the mill. In il.s 
effort to privatise textile mills, the govern¬ 
ment .seems tohavedi.srcgardcd other viable 
.dternat I ves for running the lex tile mills. 
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A K Ramanujan 

A R Venkatachaiapathy 

A K RAMANUJAN (AKR) pasted away 
suddenly on July 14, at Chicago. Bom in 
Mysore into a Tamil brahmin family, AKK 
had, as he was fond of remarking, two mother 
tongues; Tamil and Kannada. Fora while he 
taught at Madurai before he went to the 
University of Chicago in 1962, where he 
eventually became professor in The Depart¬ 
ment of South Asian L.anguages and 
Civilisations. AKR was a poet, translator, 
folklorist and linguist. He was equally profi¬ 
cient in all these vocations, but as a student of 
Tamil, I would like to believe that be will be 
chiefly remembered for his translations of 
classical Tamil prxstry. 

AKR's affair with Tamil poetry had a 
dramatic beginning. On one of his First 
Saturdays in the University of Chicago, 'the 
ignexant heir' to arguably the longest unbro¬ 
ken tradition of poetry in the world went 
looking for an elementary grammar of clas¬ 
sical Tamil but ended up sitting on the flcxir 
between the racks browsing through an an¬ 
thology of classical Tamil poetry. Ihe ac¬ 
companying prose commentary unlocked the 
doorsto ‘realms of gold’. "Evcnonc’sown 
tradition is not one's birthright", he was to 
write later; "it has to be earned, repos¬ 
sessed ". Translating classical Tam il poetry 
into Fjiglish was AKR's way of earning and 
repossessing his Tamil tradition. 

Some years later, Fifteen Poems from a 
Classical Tamil Anthology (1965) was to 
issue from the Writers' Workshop, Calcutta. 
It was to be followed by a fuller translation of 
love poems from the KuruiUokai, The Inte¬ 
rior Landscape (Indiana University Press, 
1967) to rave reviews and enthusiastic re¬ 
sponse. The evocative phrase, 'the interior 
landscape', which AKR employed to suggest 
the richness of Tamil love poetry with its 
close association of romantic moods and 
situations to the physical milieu and environ¬ 
ment hat since been referred to one knows 
not bow many times. By 1985, a more com¬ 
prehensive selection. Poems of Love and 
War FromtheEightAnthologiesandthe Ten 
Long Poems of Classical Tamil ((Columbia 
University Press, 1985), which attempts to 
represent the entire corpus of ancient Tamil 
literature, was published. 

Thesetranslationsnotonly won a name for 
AKR, but also secured for Tamil its rightful 
place in the literatures of the world. Ancient 
Tamil poems are now a standard presence in 
many anthologies, thanks largely to AKR. 
Some Tamil Kholars have points out that, 
apart from quite a few mistranslat ions, AKR's 
&glisb versions idso reveal an excessive 
reliance on coRunentaries. Be that as it may, 
otyectively speaking, there is no gainsaying 


mat AK.K nas acnieveo more man anyixxry 
else in this sphere. His sensitivity to the 
nuances of the English language (especially 
American Fjiglish) and its idiom has contrib¬ 
uted in no small measure to his success 
Many of bis translations communicate on 
(heir own and stand independently as poems 
in English.This is not to lake away cr^it for 
the skilfully-written, scholarly intisxJuctu >ns 
and afterwords, which enriched the poetic 
experience of the readers. There is a beauti¬ 
ful poem which AKR has translated thus: 
Enemies, 
take care 
when you enter 
the field of battle 
and face 
our warrior 

who is like a chariot wheel 
made thraighlfully over a mi >nth 
by a carpenter 
who tosses off eight chariot.-; 
in a day. 

One is tempted to thi nk of AKR ’ s translat ii ms 
as such chariot wheels. 

Apart from ancient Tamil poetry which is 
about two thousand years old, AKR has also 
translated the Tamil devotional (xietry of the 
seventh century VaishnavitesaintNammalvar 
(Hymnsfor the Drowning, Princeton Univer¬ 
sity [fress, 1981). It may be no exaggeration 
to say that, in AKR’s death, Tamil has lost the 
most. With no able translators around (save a 
fewlikcM LThangappa), non-Tamil readers 
have little to look forward to from the consid¬ 
erable riches of Tamil literature. 

AKR has also done bis bit for his other 
mother tongue. Kannada. Apart from two 
col lections of poetry and a novel in Kannada, 
he has also translated the radical poetry of the 
Veerasaiva saints (Speaking of Siva, l*cn- 
guin, 1973). U RAnanthamurthy's acclaimed 
novel Samskara has also appeared in AKR’s 
sensitive English translation. At the time of 
his death, AKR was rehearsing Girish 
Karnad's Kannada play, Naga-mandala. 

AKR's translations were First published 
when foreign scholarshipon India was mov¬ 
ing away from Indology, with its exclusive 
emphasis on 'the Great Tradition' as exem¬ 
plified in Sanskrit, towards other aspects of 


tnuia spiuranii nixrivBi;uauiuuns. Aivn. s 
translations are best seen in this cimtext and 
have also contributed in no smal I measure In 
this shift. 

AKR is a highly rateil Indo-Anglian poet, 
whose publishnl collections include.^m'ders 
and Second .Sight. Included in a number of 
anihologic.s, hi.s poems have also found their 
way intoindian schiwl andoillege textbooks. 

Apart from hi.s literary accomplishments, 
AKR was also an acclaimed folklorist. An¬ 
other Harmony (Oxford 1 iniversity Press, 
1986), which he edited with.Stuart niockburn, 
presents critical essays cm Indian folklore. 
More recently he published Folktales from 
/ntfia (Viking. 199.3) where he retells a num¬ 
ber of Indian folktal&s in his inimilablestyle. 

As an academician, he published a number 
of scholarly papers, which appeared in vari- 
ousedited volumesandjounials. His ‘Indian 
Oedipus’, 'IsTlierean Indian Wayof Think¬ 
ing?’, etc, are .some of the more acclaimed 
ones Tliough he often tended to repeat him¬ 
self, AKR wrote in the most engaging fash¬ 
ion. An apt talc in the (>cginning, a metaphor 
mixed to make his point, a newly-coined 
phrase, quotations skilfully woven were all 
hallmarks of his papers. It is a pity that bis 
papers have not been put Ic’gcther as a volume 
.so far. Ills hoped that some of his colleagues 
will take Ihe lead in this matter, it would no 
doubt be afit ting tribute. 

AKK inspi red t hree dec ades t if South Asian 
scholars in the US, as a teacher and re¬ 
search supervisrir With the welcome em¬ 
phasis of American I Iniversities. unlike those 
in England, on acquiring at least rudimentary 
skills in the language tif the Field area, a 
numberof scholars have gained from AKR's 
expertise. Few indeed are the scholarly wcxks 
on south India, produced from American 
universities, that do not owe something to 
AKR. 

AKR received much acclaim in his own 
lifetime. He was awarded a Padmasri by the 
Indian government in 1976andaMacArthur 
Fellowship in 1983. 

Bom in 1928, AKK had many more years 
of pocuy and translation in him. Kis sudden 
death comes as a sbwk, and it will be long 
before wc can reconcileourselves tothe loss. 
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Teaching Women’s Studies: The 
Problems 

yimal BaiwubrRhmanyan 

Women’s studies, like the women’s movement itself, is under constant threat of 
getting hijacked. 


1 REMEMBER how excited I wet when I 
firet ewne acroM the expression ‘wranen's 
sludies’.Itwasintheearly 80s and there was 
Chit book I bad picked up ftocn the British 
acdlection of scholarly 
artideaona variety (^women's issues. Itsaid 
a let of things which I recogn ited to be true, 
either becautel had experienced it myself, or 
had observed it, but had never thought of 
analysing and articulating. It sounds dread¬ 
fully common place today to say that the 
personal is political but when onediscovert it 
for the first time there is exhilaration in 
knowing that something which you have all 
the time tried to deny even to yourself is 
actually avalid way of looking at things. And 
to be told, as that book told me. that all this is 
'knowledge', worthy of being recorded, re¬ 
searched and theorised, and actually put into 
textbooks, made one feel that there is some 
meaning to life after all. It opened up a whole 
new world in wh ich the possibilil ies seemed 
infinite. 

The possibilities are still infinite but the 
probabilities make one feel sceptical, even 
cynical. For women's studies (WS), like the 
wtmen's movement itself, is under constant 
thnat of getting hijacked. UGC-supported 
WS cells and centres have sprung up all over 
the place. According to one list there arc at 
least 37 uni versities/colleges and 26 autono¬ 
mous organisations (xomotingWSin 16stales 
and union territories. Adirectory compiled by 
SNDT University has a mind-boggli ng array 
of WS courses offered at undergraduate and 
postgraduate levels in colleges all over the 
country, complete with syllabi and reading 
lists. ’The Indian Associatiem of Women's 
Studies bM conducted six national confer- 
enoesover the last 12years. Andevery major 
and minor publishing house has a long and 
growing list of WS titles. 

Surely a matter few rejoicing it might be 
thought, but it is this highly quantitative phe¬ 
nomenon wliicb makes one seriously wonder 
what on earth is going on under the guise of 
women's studies. Apparently it has not only 
found a place in higher education, it is also 
succeeding in digging its heels in. 

During the last decade weskshops and semi 
nars have been enganised at various universi¬ 
ties todiscuss how WS can be promoted. One 
otjecti ve has been to get die-baids in academia 
to acknowledge the validity and necessity for 
introducing the WS element into curricula, 
orienting teachers and planning new courses 


with a WS component. Another objective has 
been to share experiences in teaching WS and 
to identify the problems and lacunae which 
have surfaced as a result of WS getting the 
official nod from authorities like UGT and 
ICSSR, even though uni vosity establishments 
largely remain hostile or indifferent. 

Teacher orientation seems to be the single 
major problem. For although there arc no 
hurdles to conducting research with a femi¬ 
nist perspective, teaching WS is an altogether 
differcntkettle of fish. By and large feminist 
academics teaching postgraduatcsocial sci¬ 
ence appear to have relative freedom to 
design courses on women and conduct these 
with both rigour and ideological perspecti ve. 
The problem comes when a teacher wliodoes 
not have the perspective is required to teach 
astructured. compulsory course especially to 
undergraduates. It is not easy (I personally 
think it is impossible) to persuade teachers to 
subscribe to an ideology through orientation 
courses. This is one reason why many WS 
proponents have misgivings about the whole 
business. For, women’s studies nor taught is 
more likely to serve the feminist cause than 
women's studies badly taught. 

Another problem is the paucity of appropri¬ 
ate teaching materials. It is pointed out that 
there is plenty of published stuff available, 
containing mas.ses of information, but very 
little of it is in a form appropriate for class¬ 
room use. Much initiative is required from 
teachers tocompile this suitably but why are 
they going to bother unless they feel some son 
of personal commitment to the cause? Be¬ 
sides, library personnel too need orientation 
to be able to look for and collect material 
from unconventional sources which were 
earlier not regarded as academic sources at 
all. Obviously academia is not going to turn 
foninist allof a sudden simply because 
has responded todemands from activistteach- 
ers and decided (very reluctantly. I suspect) 
tosuppcxi women’s studies. 

Assuming that in spite of this orientation 
problem some headway could still be made if 
basic teaching materials were available, what 
is needed isthesortof initiativedescribed by 
four American teachers from the disciplines 
of economics, sck iology, psychology and po¬ 
litical science. Co-authors of a textbook. 
Women fodfliy (1980). they explain in their 
introduction how they started teaching an 
intcrdisci[4inary seminar in a WS course and 
found that there was no text which satisfied 


theirrequiremettt. “Oursolutionwutoprt 
pare a text which met our needs.” 

Considering that there is a boom, bordei 
ing on an explosion, in WS publishing, 
seems odd that the absence of classrooi 
material and curricular texts is not bein 
tackled. A columnist who writes on tb 
publishing scene remarks that an aspirin 
author need have no trouble finding an cage 
and willing publisher as long as the subjet 
is woman. Which perhaps accounts for th 
large volume of verbiage coming continu 
ously into print, only a fraction of which i 
worthwhile stuff. 

On the one hand, there is a growing pile c 
studies on women many of which lack eve 
a basic ideological framework. (Putting tc 
gether heavily referenced data on women an< 
explaining it away with a vague iffgumento 
women’s oppression/subordinatinn/ histori 
invisibility—the W.S buzzwords—seem.s to b 
the easiest thing in the world.} On the othei 
there is also a growing body of solidly re 
searched work, couched in dense, polysyl 
labic polemic and impossible to make head c 
tail of. Like the col lection of e.ssays written b 
some of the current stars in fcministresearch 
whicbflgures in Delhi University’s MA His 
tory reading list. I believe I have enough of 
grounding in feminist analysis to attempt ti 
read apostgraduate text buti found theopen 
ing chapter such an obstacle race that I couli 
only sympathise with the earnest student wh< 
said he had even tried breaking sentences inti 
individual clauses in an effort to decode thi 
message but found the going too tough. 

An economist whose contributions ti 
women’s studies are highly respected (and 
have neverfound any jargon in herwritings 
tells me that tuigid prose is typical of all socia 
sciences, not just women’s studies. All thi 
more reason tlien for W.S people to avoid tlu 
pitfallofbeing incomprehensible andmakin) 
sure they get across to the people they ari 
trying to reach—people whose suppcxtorcon 
version they can by no means take for granted 

As a contrast I would like to offer th< 
example of a chapter on ’Women and Soci 
ety’ which I chanced upon in a textbool 
prescribed for ssociol.rgy undergraduates a' 
MS University, Banxla. It is a British publi 
cation aimed at both students and the general 
reader, and the 36-page section on womer 
puts together in reasoned terms the argu¬ 
ments of different schools of thought ovei 
time. It gives due place and emphasis tc 
feminist interpretatiems and theories and band- 
scnnely acknowledges the contributions ol 
the women' smuvement in transforming vari¬ 
ous aspects of sociological analysis 

Free from jargon and shrillness, the sum¬ 
ming upon ‘sociology, ideology and women’ 
shows that it is possible to take sides and also 
sound convincing. Even an unconverted stu¬ 
dent could not deny that the argument makes 
sense. Wliich surely is why women's studies 
has to be taught-bwause itmakes sense, not 
because it is ideologically conect. 
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India’s Supercomputers 

MGGPillai 

India has produced four parallel-processing supercomputers which, while 
not as fast as the Cray or other supercompMers on the internatumal 
market, ctme at a tenth of the cost of the others. Selling them overseasr 
however, mil be tou^ without adequate servicing facilities and 
appropriate software. 


INDIA'S unexpected rise to be only the 
world’s third country to manufacture 
supercomputers, after the US and Japan, 
smashes a carefully nurtured colonial myth 
that science and technology could only de¬ 
velop in the better-endowed research labo¬ 
ratories in the west. Post-colonial chal¬ 
lenges, by word and deed, to the west’s 
dominating presence gather momentum. 
The west has to fight for what it once took 
for granted—its primacy in knowledge and 
technology. 

India moved intosupercomputers 11 years 
ago when Washington imposed unaccept¬ 
able political conditions for selling a Oay 
supercomputer to. the Indian Institute of 
Science in Bangalore. The Cray India bought 
earlier for weather forecasting undoubt¬ 
edly benefited Indian agriculture, and out¬ 
weighed the American insistence on a full¬ 
time minder to ensure that it was not used 
for military or nuclear weapons research 
Fhe US position, conditioned by the cold 
war, also led to its complaint against the 
Soviet Union, as it then was, from supply¬ 
ing equipment for India’s space research 
programme that could be conceivably used 
For military purposes. India needed 
supercomputers for space, medical, agri- 
:ultural, defence-related research, was un¬ 
willing to allow outsiders access to its re¬ 
search andsel out tobuildtbem. The result 
is, as yet, four parallel-processing 
supercomputers, not as fast as the Cray or 
the other supercomputers on the market, but 
atenthofwhat the others cost; the Flosolver, 
the PARAM, Chipps 16 and ANURAG. 
Indian institutions have in.stulled at least 
Iwo dozens of them. 

These supercomputers, even without the 
bells and whistles' of their rivals, have one 
in-built advantage; India’s dominance in 
front-rank computer programs. Hewlett 
Packard found so many of its programmers 
were Indian that it shifted most of its soft¬ 
ware development unit from the US to 
Bangalore. Swissair’s computerised global 
iiccounting system moved lock, stock and 
!>arrel to iSimbay. Barclays Bank and Brit¬ 
ish Rail engaged Indian software develop- 
rrs for state-of-the-art software toTun their 
business at a fraction of what they would 
have paid western software houses. 

India sells the supercomputers overseas, 
i>ut its toughest battle is to convince poten¬ 
tial clients of the supercomputers’ hard¬ 
ware maintenance and software compat- 
bility with state-of-the-art features. It has 


one advantage though, especially if it were 
to write programs that works exceptionally 
well on home gix^wn supercomputers, for 
its international clients, at a fraction of what 
they would cost on Japanese or US 
supercomputers. 

The US scientific establishment forced 
the Massachusetts Institute of Technology 
(MIT) a few years ago to reject an offer of 
an NF.C supercomputer, when American 
manufacturers could not come up with a 
suitable machine. A Japanese supercomp¬ 
uter in a leading scientific research institu¬ 
tion would mean, so it was argued, the 
availability of operating systems and soft¬ 
ware, to give it an unfair advantage over 
American manufacturers. When NEC of¬ 
fered supercomputers free or at nominal 
cost to other American scientific establish¬ 
ments, there were also no takers. 

The Indians can expect problems similar 
or worse for their supercomputers in the 
west and the third world tends to disparage 
comparable products from the third world. 
New Delhi’s main problem is to prove how 
grxxi her supercomputers arc but they mesh 
hardware competence with software bril- 
lianix‘ for the computing power it produces 
that ^Vashington now wonders if. unwit¬ 
tingly, it hasplayed midwifetoa potentially 
serious competitor. 

The British National Health Service sur¬ 


vived on doctors from erstwhile colonies 
whose peoples the British even now look 
down upon. The west'sCanuiian insistence 
that nuclear weapons be manufactured by, 
and restricted to, those countries which 
already have them is unacceptable in the 
same way asits restrictionsare on transfer¬ 
ring scientific and technological develop¬ 
ments to the rest of the world. Political and 
economiesuperiority by, and colonial domi• 
nance of, one over the other worsens the 
east-west (or north-south) divide. Those in 
poorer countries inevitably reject condi¬ 
tions that maintain the siaius quo as much 
as the industrialised countries want to pre¬ 
serve them for atmmercial and political 
advantage. 

Knowledge expands frontiers of the cen¬ 
turies ahead, as indastrialisation did these 
past two centuries. Political, economic, sci¬ 
entific, technological restrictions can hold 
back progress to a point but someone— 
often, these days, from countries which the 
west least expected them to—will always 
make a better mousetrap. 'Ihe flow of third 
world ‘brains’ to the industrialised west 
will always continue, the numbers depend¬ 
ing on how liberal immigration policies arc 
at any given time. But it is as difficult to 
prevent an India, a South Korea or a 1'aiwan 
from making a super-computer as it is to 
prevent New Delhi, Islamabad, Tel Aviv, 
Pretoria or Pyongyang from making a 
nuclear device. 

But the west reins i n those it does not like, 
Or do not behave as expected. The west's 
destruction of president Saddam Ilassein’s 
western financed developmental edifice in 
Iraq is well known. North Korea is chal¬ 
lenged about its nuclear programme, Israel 
is not. 'Ihe west ignored South Africa’s, 
which became known only when Pretoria 
announced it But the proccs.ses of growth 
of technological expertise are irreversible. 
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and the inadequacy of the measures adopted so far to deal with it 
pp viii + 420 lU 240 
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Patalganga: River Fighting for Life 

Aahish Chadha 


Patalganga a short river which meanders through many villages 
near Bombay providing drinking and irrigation water and a 
livelihood to Hsherfolk is rapidly being polluted by the rampant 
growth of industries. 


INDISCRIMINATE dumping of cmu- 
ents into the Patalganga river and con¬ 
tamination of air with toxic fumes from 
major industries in Raigad district has 
resulted in large-scale air and water pollu¬ 
tion severely affecting the teeming popula¬ 
tion of this area, economically as well as 
physically. 

Industries in the area particularly 
Hindustan Insecticides (HIL). Hindustan 
Organic Chonical (HOC), the Maha¬ 
rashtra Agro-Industries Development 
Corporation and the private sector com¬ 
pany Iona flush ot)t about .13,000 litres 
of effluents into the Patalganga river. 
Despite claims of treating effluents, there 
have been a number of instance of shoals 
of floating dead fish in the river, uid crops 
have been destroyed. A case in point is the 
svreeping away of drums containing 
chemicals (along with residual chemicals) 
into the river during the flood in 1989 
causing large-scale fish-kills. In fact, a 
source from the water works department 
of Chavane dam disclosed that so toxic 
was the water that even the deaded dysen- 
try causing bacteria could not survive in 
it. Due to such enormous amount of flsh- 
kill many fishing villages have virtually 
, been wiped out. 

The water of the river close to Apte 
village reeks of chemicals-that freely float 
over the surface. Pipelines carrying sul¬ 
phuric acid to the industries at Rasayani 
sometimes ntpiure oozing a frothy whije 
acidic fluid. These factories not only 
dump the liquid waste into the rfver but 
have been dumping solid wastes on land 
kept fallow by the farmers. They have 
hired contractors who lease land from un- 
suspeaing farmers to dump wastes. Some 
of the fallow fields have streaks of bright 
blue on the ground—a sign of the copper 
sulphate content of the waste. During the 
rains, the colour enters the river. Farmers 
complain that fields can no loriger be 
used, but dungring continues. Private sec¬ 
tor company especially Lona, freely 
dumped chemical wastes on the country¬ 
side, marring the scenic beauty. However, 
fearing surprise checks from the collector, 
the mounds of chemic^ wastes are 
covered with mud and gravel. 


Other source of pollution of Patalganga 
river water is due to the release of sullage 
and sewage from the Khopoli township 
and the washing of trucks used for car¬ 
rying chemicals in the river. Random 
samples of waters taken from villages on 
the bank of the river and sent to the 
government laboratory in Pune have 
revealed appalling information. Labora¬ 
tory officials contend that all but one 
sample was fit for drinking The figures 
in the report and a comparison with the 
permissive limits laid down by MPCB 
show that toxicity of water is very high. 
'Mfatet' samples from villages near HIL, 
HOC and Hirade Nalla near Rasayani 
emit a foul smell and are hazy in colour 
and turbid. Free and saline ammonia 
which should be nil in water was 3,600, 
360 and 710 parts per million (PPM) in 
the samples. Biochemical Oxygen De¬ 
mand (BOD) that should not exceed 20 
was hi^ as 50 and 325 PPM in HOC and 
lurade Nalla sample respectively. Besides, 
the PH value of the samples indicated 
acidity in wata. The pesticide test too was 
positive. 

Patalganga nver, originating from the 
Sahyadri mointains ranges near Khan- 
dala, gains strength from the tail waters 
of Thta Hydro Electric project. It runs 
through Apte, Kharpade and Rawa, en¬ 
ding its short Journey of around 65 km 
near Dharamtar in the Arabian Sea. Until 
the arrival of industries on its banks it 
provided the local people with Fish and 
was used for irrigation. The drinking 
water scheme at Chawane waterworks bet¬ 
ween Apte and Ladivili village meets the 
needs of nearly 60,000 people living in 42 
villages. The river therefore as.sumes a 
vital significance and is virtually the 
lifeline of a population of more than a 
lakh people including those at Khopoli. 

The demands on this little river increas¬ 
ed with the fast mushrooming of indust¬ 
ries. By 1987 these industries numbered 
ISO units manufacturing a wide range of 
ptoduets such as alcohoL steel, pipes, 
detergents, paper and chemicals and not 
only discharged poisonous effluents but 
also perpetuated a massive deforestation 
all around. These industries lacked ade¬ 


quate measures for the treatment of 
disposal of hazardous effluents. Many 
new units are now coming up under the 
MIDC conveniently ignoring the Ganguly 
Committee report on Bhatsai river pollu¬ 
tion which recommended that no chemi¬ 
cal factories be allowed within three miles 
of the river, only small industries be allow¬ 
ed within five miles and major ones 
beyond eight miles from the river. 

River water pollution is a serious health 
hazard too. Residents of Apte and Sarva 
complain of a constant throat and lung 
irritation. During morning hours visibility 
in the villages is almost nil and there are 
breathing difficulties owing to a heavy 
smog. Epidemics and hitherto unknown 
diseases are breaking out in the villages. 
Once an epidemic breaks out everyone 
denies responsibility or accuses each other, 
for the helpless public have no scientific 
monitoring system to identify the culprits. 
Some of the local doctors of the area are 
of the firm conviction that the river 
Patalganga has become the main source 
of many ailments of local people. 

For the last few years local pieople have 
been voicing their protests but in vain. The 
Maharashtra Pollution Control Board 
(MPCB) has long ceased to be a pollution 
monitoring and controlling body and the 
government has no time to pay attention 
to such ‘trivial issues’. MPCB officials say 
that Patalganga is an A-2 grade zone 
which stipulates that water should be fit 
for public supply after conventional treat¬ 
ment involving sedimentation, filtration 
and disinfection. But this ignores the 
chances of leakages and spillage of un¬ 
treated chemical effluents. According to 
a spokesperson of one of the industries, 
conventional treatment is far from ade¬ 
quate in combating untreated effluents. In 
other words, every leakage would result in 
contamination of the river wliich supplies 
drinking water to the villages. Many in¬ 
dustries are quick to point exit that the ef¬ 
fluents are not strictly pumped into the 
river as the pipeline carrying wastes have 
to extend into the saline creek of the river. 

Following the enactment of various 
legislations, an effluent treatment plant is 
a pre<ondition for approval from the 
government for setting up new industries. 
Renewal of approval for existing industries 
has also been linked to the industry ac¬ 
quiring treatment facilities within a fixed 
period. But MPCB officials admit that 
there is little they can do if the industries 
flout this requirement. "We do take legal 
action but only after several warnings have 
been issued." 

Most of the major industries are equip¬ 
ped with treatment facilities. Effluents 
from each plant ate detoxified, neutralised 
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wra ucMca lunncr oeioie oang aisposea. 
Howcm, such measures often collapse 
during heavy rains when the drains get 
flooded. Fbr instance, Reliance Industries 
situated on the banks of Paulganga has 
storm water drains opening into the river. 
The Reliance oompta producing polyester 
staple fibre and polyester is reported to 
have a full-fledged treatment plant with 
treatment for biological oxygen demand 
(BOD) and chemical oxygen demand 
(CX>D). But local people living close to the 
area allege that there have been occasions 
when effluents have been discharged 
through drains meant for storm water. 

HOC, a government-owned company, 
manufacturing a range pf chemicals need¬ 
ed for dyes, drugs and pesticides among 
others, boasts of wide-ranging effluent 
treatment facilities. Nevertheless, HOC 
along with Hindustan Insecticides and 
Lona Industries is facing a court case 
lodged by the Bombay Environmental Ac¬ 
tion Group on charges of pollution. HOC 
officials however lament, “Our openness 
as a public limited company has gone 
against us. Moreover, as the oldest com¬ 
pany in the area, the entire industrial com¬ 
plex is identified with the HOC. Besida, 
there were no chaiges of pollution till 
private industries started springing upr 
The absence of complaints of pollution 
before may be attributed to the general 
lack of awareness prevalent at that time 
HOC officials allege that the MPCB in¬ 
stead of carrying out specific investiga¬ 
tions to identify the culprit, satisfies itself 
with sending out warning notes to all. 
Even those industries which have treat¬ 
ment plants may simply shut them off 
with none the wiser, till a complaint is 
made. The state government's environ¬ 
ment department’s officials acknowledge 
the truth of this. 

Hiking a leading pan in a nioveniem 
comprising of local villagers are also ac¬ 
tivists from the Yusuf Mcherally Centre, 
which runs an integrated rural develop¬ 
ment project at Ikra village on Bombay- 
Goa highway near Karnata Bird Sanc¬ 
tuary. Also active on the agitational front 
to save the Patalganga waters were promi¬ 
nent leaders of Peasants and Workers 
Party. The agnation has been spearheaded 
by an apex body called Paulganga Pradu- 
Shan Nirmulan Kiriti Samiii comprising 
of the sarpanchs of the villages on the 
banks of the river and activists from the 
Yusuf Meherally Centre. The agitation 
began way back in the early 1980s when 
the doctors at the centre suddenly had an 
influx of people suffering from water¬ 
borne diseases and epidemics. On further 
investigation it was found that the pollu¬ 
tion of Paulganga river may have been the 


reason lor inese neaitn nazaro.s. aociai ac¬ 
tivists took up the issue and organised 
villagers to fight for their survival. By 
1984 there had already been number of 
dharnas and morchas to protest against 
deteriorating environmental situation. 

In 1988 the situation mus aggravated 
due to massive fish-kills and deterioration 
in crop production due to lack of irriga¬ 
tion. This led to full-fledged agiutions of 
rasu-toko, sit-ins, demonstration and 
picketing if the industries did not respond 
' to their demand that the effluents from 
the industries be treated and then dis¬ 
charged into the sea. They also demanded 
the government to stop diversion of 
ftitalganga to Nhava Sheva and other 
urban-settlements. The other demands in¬ 
cluded developing an altenuaive source of 
water supidy, releasing more water into the 
river, setting up an independent laboratory 
to test water pollution and stopping new 
chemical industries in the area. 

in the first week of January 1989, the 
agiution was postponed following an 
assurance given by the sutr government 
that* it would persuade industries in the 
Khopoli belt to collectively raise a sum of 
Rs 70 lakh for the construaion of an ef¬ 
fluent treatment and dilution plant on the 
river banks, before it is discharged into the 
river. But this project was suspended and 
instead the Patalganga Rasayani Indus¬ 
tries Association (PRIA)—a collective of 
industries on the banks of Patalganga— 


consirucieu a / am pipcunc ui titc lunviw- 

ing few months. This pipeline runs from 
upstream of the rivet where water is com¬ 
paratively cleanei to the villages and the 
fields. 

This was a unique instance when a 
group of industrial units took up initiative 
due to pressure from local people and 
voluntary agencies with the help of city- 
based environmental groups has taken 
such steps for the common good. But, un¬ 
fortunately the project ran into trouble at 
the commencement of the construction of 
the pipeline. The lackadaisical way in 
which PRIA undertook the project is visi¬ 
ble. Today the pipeline has developed a 
number of leakages at the joinu. The con¬ 
struction of the pipeline was taken so 
lightly that at a number of places it goes 
above ground level instead of three feet 
below ground level as stipulated in the 
plan. Where the pipeline runs above the 
ground leakages are more due to which 
neighbouring fields often get flooded with 
several inches of watei. According to a 
spokesperson of PRIA this reporter was 
told that the association was not directly 
responsible for the leakages but were will¬ 
ing to pay for necessary repairs. Now 
again the Kruti Samiti is planning to 
launch an agitation to pressurise PRIA to 
pay for the necessary repairs and the. 
damages caused. TTie Kruti Samiti has 
also decided to change their stratqty. In¬ 
stead of protesting against the individual 
industry they now plan to fight the MIDC. 


Russians Ailing Economy 
Reviving Barter System 

R G GidadhubU 


While the system of barter trade transactions is not a new 
phenomenon in Russia, there is a move today to promote and 
strengthen the system through the creation of barter trade centres. 


IT is a well known fact that the Russian 
economy has been suffering from acute 
problems of huge budgetary deficit, 
hypa-inflation, widespread shortages, 
growing unemployment, adverse balance 
of payment, steep decline in production 
and so on. While there are no signs as yet 
of the abatement of crisis. Russians arc 
trying to find ways and means to keep the 
economic Mieei moving. The barta 
system is one oT the means by which 
economic activities are managed in Russia 
today. According to V Nesierovich. the 
deputy director of the Institute for 
Research of Goods TranspoK and Con- 
jeclute of Wholesale Trade; barter trade 


transactions have an important role in the 
period of economic transition of Russia 
to a market economy. Writing in the 
Moscow weekly economic paper Ekomh 
mUca and Lift (formerly the famous 
Russian weekly Ekonomkheskaya Gazera 
published since November 1918, No 14, 
April 1993), Nesterovich has argued in 
favour of promoting barter transactions 
through the creation of barter trade cen¬ 
tres (BTC) in Russia. But there is no 
unanimity among economists and policy¬ 
makers in Russia on these proposals. 
Moreover, even its relevance in the long 
run is questionable. 

The barter system of transactions is not 
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TAtu: Percekiace Share of Barter in 
Total Procurement 



1991 

1992 

Steel tubes 

2 

9 

Finiihed steel metal 

12 

34 

Oral 

8 

25 

Machinery equipment 

12 

35 

Coking coal 

8 

58 


R new phenomenon in Russia. It existed 
under the Soviet socialist system and even 
expanded due to inefTiciencies of cen¬ 
tralised distribution of material and 
technical supplies. Soviet enterprises 
received material inputs from ministries 
for the purpose of hilftlment of given plan 
targets. In practice; enterprises always 
tried to get more quantities of the 
materiab for building up surplus stock 
not only for fulfilling plan targets but for 
exchanging with other enterprises on 
barter basis in times of need. Although 
barter was officially prohibited and was 
considered illegal in the former Soviet 
Union, the barter system survived with the 
full knowledge of party bosses and 
government officials. In other words, 
barter system was considered a necessary 
evil for the functioning of the imperfect 
socialist economy. In fact, officials in 
charge of supplying materials in enter¬ 
prises known as ‘toikachi’ (pushers) were 
well oriented in the operation of this il¬ 
legal market including knowing details of 
how much metal was needed for the pro¬ 
duction of a specific lathe or a machine 
or what would be the exchange equivalent 
of cubic metres of lumber for the specific 
quantity of metal. In other words, 
toikachi worked out a system of equiva¬ 
lence of different items in barter deals in 
the absence of market prices for those 
products. 

Under Gorbachev’s policy of pere¬ 
stroika, enterprises were working in a new 
system which was marked by reduced cen¬ 
tralised control of ministries and self¬ 
management. In effect this meant legalisa¬ 
tion of barter trade. Subsequent to the 
disintegration of the former Soviet Union, 
there was a strong view prevailing in 
Ruuia that, the end of centralised 
distribution meant the end of barter. But 
in fact in tlw last couple of years th«e has 
been a sharp increase in barter transac¬ 
tions as observed in the case of 67 
engineering and construction enterprises 
in Russia (see the table). 

From the sample survey conducted by 
the Slate committee of Statistics of Russia, 
it is erident that barter deals have become 
very important for enterprises for their 
functioning in the transition period. Con¬ 
sidering that rouble as a monetary unit 
has been fast losing its role, the economy 


is facing virtual hyper-inflation, earlier 
economic links are broken and the govern¬ 
ment has been losing control over enter¬ 
prises, barter transactions have been sav¬ 
ing Che total collapse of the Russian 
economy. In this sense the toikachi who 
know the details of supplier enterprises in 
the former Soviet republics and conver¬ 
sion norms for products acll are able to 
keep the production machinery moving at 
this critical moment bypassing currency 
transactions. 

What is true of domestic economy is 
also true of external economy. According 
to unofficial sources, about 40 per cent 
of foreign trade was accounted for by 
barter transactions in 1992. This is par¬ 
ticularly the case so far as transactions 
among the CIS countries are concerned 
since there were close economic linkages 
among enterprises which are now situated 
in different lepubtics of the former USSR 

A paradoxical situation concerning 
barter system has arisen in Russia. Barter 
has not only become legalised but has also 
become a cogimercial secret. But at the 
same time it is often difficult to establish 
a barter transaction since there are 
separate entries in the documents for pur¬ 
chase and for sale in value terms in 
roubles. Sometimes barter transactions 
take place in a cyclical fashion, as in 
IkUrastan where, for instance, miners are 
provided with food products on barter 
basis, miners in turn give coal; coking coal 
is bartered to metallurgists who in turn 
give metal such as steel to other enter¬ 
prises. Another important feature of the 
barter system is that till recently metal was 
the universal form of settlement of ac¬ 
count among producer units and some 
portion of their material supply problems 
was solved through thq medium of metal 
deliveries. Reportedly even at present 
metal is very frequently used for faci- 
liuting large payments. At present in 
Russia the usual system of contracts for 
material supplies are almost absent and 
there is a low level of discipline among 
merprises with regard to the compliance 
of terms of contract. As a result various 
types of unions and associations have 
come up on the basis of territorial loca¬ 
tion, production links, or technological 
ties. Moreover, auctioneering societies 
have come up linking enterprises in several 
parts of Russia as in Volgograd and 
Ural, etc. 

What are the prospects for barter trade 
in Russia? There is a strong view among 
one section of economists in Russia that 
barter has wide scope in future, This is 
based on the contention that barter as a 
form of organisation of trade has a role 
to play even in a normally functioning 


market economy. Hence it is argued that 
its role is legitimate and signiffcant dur¬ 
ing the period 6f transition to a market 
economy. This argument is being reinforc¬ 
ed by Nesterovich, according to whom 
there are over 400 baiter clubs operating 
at present in the US and as such barter 
trade can flourish in Russia even after 
market economy is established. 

As is well known barter systems by its 
very nature is very imperfect and is not 
suited to a complex modern economy. 
There are inherent problems of non¬ 
equivalence in barter trade arrangements. 
Moreover, there is inevitable imbalance in 
barter transactions. The contention of 
Nesterovich about the prevalence of barta 
system in the developed market economies 
and in the US appears to be highly doubt¬ 
ful and questionable In view of this, pro¬ 
posals for prescribing barter system in 
Russia in the long term are not convinc¬ 
ing. While barter system is flourishing in 
Russia at present due to exceptional 
politico-economic circumstances and as a 
result of the continuity of its role in the 
past, barter will not necessarily help the 
development of the market economy in 
Russia. On the contrary, perpetuation of 
this barter system as a government policy 
may hamper the creation and growth of 
market mechanism and institutions. 
Barter system will certainly not promote 
the achievement of the objective of in¬ 
tegrating Russia with the world economy. 
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PERSPECTIVES 


‘Vedic Mathematics': Myth and Reality 

$G Dani 


Ever since ‘Vedic mathematics’ was introduced in school tact books 
in Uttar Pradesh last, there has been much curiosity about the 
origin of its contents, its authenticity and its relevance v/s-a-vis 
modern mathematics. 


OF late the term ‘Vedic Mathematics’ is 
acquiring a curious new meaning. While 
scholars as well as lay people would nor¬ 
mally interpret it to mean something like 
mathematics from the Vedic scriptures or 
mathematics known in the Vedic times, 
etc, for a growing number of people, fast 
approaching an alarming proportion, it 
has come to mean the mathematics from 
a book called Vedic Mathematics written 
by Jagadguru Swami ^ Bharati Krishna 
Tirthaii Maharaja published in 1965 (by 
Motilal Banarasidass Publishers)! What 
does the latter have to do vridi the former? 
Nothing really, if one is to approach the 
question objectively. It has bwn known 
from the loginning that there is no 
evidence of the contents of the book be¬ 
ing of Vedic origin; the general editor^s 
‘Foreword* to the book and an account of 
the genesis of the work written by Man- 
jula Tfivedi, a disciple of the swamiji, 
make this clear even before one gets to the 
text of the book. No one has come up 
with any positive evidence subsequently 
either. There has however been a persis¬ 
tent propaganda of the material being 
from the Vedas. The claim has got en¬ 
tangled with a sense of natbnal pride, as 
a result of which even well-meaning and 
educated people have tended to accept it 
uncritically. In the mid-SOs the then 
human resource minister was reported to 
have made a statement in parliament 
about bow this book showed that we had 
made great strides in mathematics in Vedic 
times and how there was a possibility that 
the sutras in the book could possibly lead 
to improvements in computers themselves! 
Large sums have been spent both by the 
government and several private agencies 
to support this ‘Wdic nuthonatics*, while 
authentic Vedic studies continue to be 
neglected. The emotional appeal 
generated by the attribution to the VMas 
is also exploited to get enthusiasts, adults 
as well as chilrken, to learn and spread the 
contents of the book. With missionary 
zeal several ‘devotees* for this cause have 
striven to uke the ‘message* all around the 
world: not surprisingly they have even met 
with some success in the west, not unlike 
other kinds of messiahs of modern times. 


from this country. Several people are 
engaged in ‘research* in the new ‘Vedic 
mathematics'. 

lb top it all, when last year the UP 
government introduced Vedk rruuhe- 
matics in school textbooks the contenu 
of swamiji*s book were treated as if they 
were genuinely from the Vedas and 
swamiji’s name was iist«l in a chan on 
‘brief history of Indian mathematics’, with 
S Ramanujan’s as the only other one from 
this century! A warped perspective is 
being forced on chUdm in Uie name of 
revival of Indian heritage. Though tem¬ 
porarily it might seem convenient to 
glorify a modern swami who “discovered 
sutras in Atharvaveda" which “apply to 
and cover each and every part of ea^ and 
every chapter of each arid every branch of 
mathematics..” (quotation from the 
‘Preface* to the book), by doing so we 
would not only be harming the cause of 
proper pursuit of knowledge but it would 
be a rrutter of shame when the truth 
comes out Chir rruthematical heritage of¬ 
fers a great deal to be proud about and 
efforts ate called for to put it in per¬ 
spective and make it widely known. On 
the other hand, mixing spurious material 
with it in an effort to achieve instant 
popularity would be counter-productive 
in the long run. 

It is not the contention here that the 
contents of swamiji’s book are not of any 
value. Indeed for a few elementety pro¬ 
blems the book does offer quicker solu¬ 
tions than by standard methods (though 
the comparisons made in the book in this 
respect are facetious and misleading). Its 
judicious use may also be of some help 
in enabling cMIdien to enjoy mathematics. 
However these aspects should not be 
allowed to ebud the issue of the origin 
of its contents or create a false picture of 
their providing solutions to all kinds of 
problems. The intellectual upbringing of 
a whole generation would be at stake, if 
improper attitudes championed by vested 
interests are allowed to persist. 

The book contains 16 of what are call¬ 
ed sutras and another 13 'sub-sutras* 
(what a phrase for a ‘VMic* entity!), each 
made up of just about two to four words 


in Sanskrit, such as ‘Ekadhikena Purvena* 
or ‘Paravartya \bjayet’, etc. and the rest 
is supposedly applications of these hi 
various niaih^atical problems. Where 
did the sutras come from? The only men¬ 
tion of any reference for the sutras ap¬ 
pears, in passing, in the Preface where it 
is said that “...exceedingly tough 
mathematical problems(...) can be easily 
and readily solved with the help of them 
ultra-easy Vedic sutras (or mathematical 
aphorisms) contained in the parishishta 
(the appendix portion) of the Atharvaveda 
in a few simple steps and by methods 
which can be conscientiously described at 
mete ‘mental arithmrtic*.** And where.is 
this appendix of the Atharvaveda? The 
swamiji has not considered it necessary to 
share with us any details in this regard! 
K S Shukla, a renowned scholar of andent 
Indian mathematics, has mentioned in a 
paper presented at the National AWorkthop 
on Vedic mathematics held in IWS at the 
University of Rajasthan, Jaipur, under the 
auspices of the Rashtriya Veda Vidya 
Pratishthan (proceedings published in 
association with Motilal Banarasidass 
Publishers, 1991), that on oik occasion he 
personally went to the swamiji and re¬ 
quested him to point out the sutras in 
question in the parishishta of the Athar¬ 
vaveda, of which he even carried a copy 
(the standard version edited by G M Boll¬ 
ing and J Von Negelein), but was told by 
the swamiji that the 16 sutras 
demonstrated by him were not in those 
parishishta and that “they occured in his 
own parishishta and not any other”! What 
justification swamiji thought he had for 
introducing an appendix n the Athar¬ 
vaveda, the contents of which are still to 
be viewed as from the Veda, is anybody’s 
guess. In any case; even such a parishishta, 
written by the swamiji docs not exist in 
the form of a Sanskrit text. One wonders 
if the swamiji just meant the book itself 
to be the appendix to the Atharvaveda. 

The genend editor of the swamiji’s 
book, V S A^wala, has in fact stated in 
his foreword that “...this work of Shri 
Shankaracharyaji deserves to be rqpud- 
ed as a new parishishu by itself and it is 
not surprising that the sutras mentioned 
herein do not appear in the hitherto 
known parishishu" He adds later that “A 
list of these main 16 sutras and of their 
sub-sutras or corollaries is prefixed in the 
beginning of the text and the style of 
language also point to their discovery ty 
Shri Swamiji himself’ (iulics mine). So 
much for the contents of the book teing 
from the Vedas, from a person responsi¬ 
ble for the publication of the book. The 
general editor nevertheless is content to 
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MQT that the question of wiMther the sums 
exist anywhere in tire Vedic fiterature loses 
all its foree if we inform ourselves of the 
definition of Veda given by Shri 
Shanicaracharya himself and this is 
followed by a quotation from the swami- 
ji's preface that “The very word ‘Veda’ has 
this derivational meaning, i e. the foun¬ 
tainhead and illimitable store house of all 
knowledge. The derivation, in effect 
means, connotes and implies that the 
should contain within themselves 
all the knowledge needed by mankind..!*. 
This escape route of hiding behind a con- 
uenient definition, at variance vrith the or¬ 
dinary meaning, is comical and totally in¬ 
consistent with the portrayal in the bmk, 
typified by the use of such phrases as “an¬ 
cient Vedic mathcnutics’ or ‘ancient In¬ 
dia’s ^MIic lore’, etc, to the same body. 

Let us suppose for a moment that the 
author ind^ found the listed sutras in 
some manuscript of the Atharvaveda, 
which he came across. Would not he then 
have preserved the manuscript? Would 
not he have shown at least to some peo¬ 
ple where the sutras are in the manuscript? 
Would not he have revealed to some 
cherished students how to look for sutras 
arith such profound mathematical im¬ 
plications as he attributes to the sutras in 
question, in that or other manuscripts that 
mqy be found? While there is specific 
mmtion in the write-up of m-ivedi, in the 
begiiming of the book, about some 
16-voiume manuscript written by the 
swamiji having been lost in 1956, there is 
no mention whatever (leave alone any 
lamentation that would be due in such an 
event) either in her write-up or in the 
swamiji’s preface about any original 
manuscript having been lost. No one cer¬ 
tainly has come forward with any infor¬ 
mation received from the swamiji with 
regard to the other questions above It is 
to be noted that time could not be a factor 
in any of this, since the swamiji kindly in¬ 
forms us in the preface that “Evershine 
(i e^ since several decades ago), we have 
been carrying on an incessant and 
strenuous campaign for the India-wide 
diffusion of all this scientific know¬ 
ledge.!’. The only natural explanation is 
that there was no such manuscript. 

THt Book 

Lm us now consider some of the sutras 
theinselves. One for instance is 
‘Ekadhikena Purvena’ which literally just 
means “by one more than the previous 
one”. In Chapter I the swamiji tells us that 
it is a sutra for finding the digits in the 
decimal expansion of numbers like 1/19, 
1/29, etc, where the denominator is a 
number with 9 in the unit's place; he goes 
on to giye a page-long description of the 
procedure to be followed, whose only con ¬ 


nection with the sutra is that it involves, 
in particular, rqieatedly multiplying by 
one more than the previous one, viz, 2,3, 
etc, respectively, the ‘previous one* being 
the number before the unit’s place; the full 
procedure involves a lot more by way of 
arranging the di^ts which can in no way 
be read off from the phrase. In Chapter 
II we are told that the same sutra also 
means that to get the square of a number 
like 25. 35, etc (with five in unit’s place) 
multiply the number of tens by one more 
than itself and write 25 ahead of that; like 
625, 1225, etc. The phrase ‘Ekanyunena 
Purvena’ which means by one less than 
the previous one is however given to 
nwan something which has neither to do 
with decimal expansions nor with squar¬ 
ing of numbers but concerns multiplying 
together two numbers . one of which has 
9 in all places (like 99, 999, etc)! Allow¬ 
ing oneself such unlimited freedom of in¬ 
terpretation one can also interpret the 
same three-word phrase to mean also many 
other things not only in mtf hematics but 
also in many other subjects such as 
physics, chemistry, biology economics, 
sociology, politics and so on. 

Consider, for instance, the following 
‘meaning’: the family size may be allow¬ 
ed to grow, at most, by one or more than 
the previous one. In this, we have the 
family-planning message of the 1960s; the 
‘previous one* being the couple, the 
prescription is that they should have no 
more than three children. Thus the ‘ial 
trikon’ formula may be seen to be ‘from 
the Atharvaveda’, thanks to the swamiji’s 
novel technique (with just a bit of credit to 
the author)! If you think the three-childien 
norm is now outdated, there is no need 
to despair. One can get the two-children 
or even the one-child formula also from 
the same sutra; count only the man as the 
‘previous one’ (the woman is an outsider 
joining in marriage, is not she?) and in 
growth of the family count cither only the 
children or include also the wife, depen¬ 
ding on what suits the desired formula. 

Another sutra is ‘Yavadunam’ which 
means as much less ; a lifetime may not 
suffice for writing down all the things 
such a phrase could ‘mean!, in the spirit 
as above There is even a sub-sutra 
‘Vilokanam’ (observation) and that is sup¬ 
posed to mean various mathematical steps 
involving observations. In the same vein 
one can actually suggest a single sutra by 
which one could do not only all mathe¬ 
matics but many many subjects: ‘Chin- 
tanam’ (think). 

One knows of course that there are 
cyphers which convey more information 
than meets the eye. But the meaning in 
those cases is either arrived at from the 
knowledge of the encyphering code or 
deduced in one or other way using various 
kinds of contextual information. Neither 


applies in the present case. The sutrqs in 
the swamiji’s book are in redity mere 
names for various steps to be followed in 
various contexts; the steps themselves had 
to be known indepoidently. In other 
words, the mathematical step is not arriv¬ 
ed at by undersunding or ini^reting 
what are given as sutras; rather, sutras 
somewhat suggestive of the meaning of 
the steps are attached to them like names. 
While such associations can be pul to 
various uses, such as in remembering and 
conununicating with others knowledgeable 
of the terminology the steps in various ex¬ 
ercises, one of the main purposes the 
sutras seem to serve in the present case is 
to give the contents an antique finish, they 
being in a language which the popular 
mind unquestioningly associates with the 
distant past! 

An analysis of the mathematical con¬ 
tents of the book also shows that they can¬ 
not be from the Vedas. Though unfor¬ 
tunately there is considerable ignorance 
about the subject, mathematics from the 
Vedas is not. an unexplored area. Runstak- 
ing efforts have been made for well over 
a century now to study the original an¬ 
cient texts from the poiiu of view of 
understanding the extent of mathematical 
knowledge in those times. For instance, 
from the study of Vedic ‘Samhitas’ and 
‘Brahmanas’ it has been noted that they 
had the system of counting progressing in 
multiples of ten as we have today and that 
they considered remarkably large 
numbers, even up to 14 digits, unlike other 
civilisations of those times. From the 
Vedanga period there is in fact awtilable 
a significant body of mathematical 
literature in the form of Shalva-sutras, 
dating between 8(X) B C and 500 B C, 
some of which contain expositions of 
va^us mathematical principles involved 
ip the construction of sacrificial ‘vedis’ 
needed for rituals. These texts show, in 
particular, a remarkable familiarity with 
what is currently known as Pythagoras’ 
theorem and many other facts from the 
so-called Euclidean geometry and it is 
dear that considerable use was made of 
these, long before the Greeks formulated 
them. The work of George Thibaut in the 
last century and that of A Burk around 
the turn of the century brought to the at¬ 
tention of the world the significaihcc of 
the mathematics of the sutras. An 
authoritative text is available on Shalva- 
sutras, contaiiang the original sutras, their 
translation and a detailed commentary 
which includes a survey of a number of 
earlier works on the subject, in the form 
of a monograph prepared by S N Sen and 
A K Bag under the sponsorship of The 
National Commission for the Compila¬ 
tion of History of Sciences in India 
(planned and published by the Indian Na¬ 
tional Science Academy, 1983). There are 
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also sevmi books on ancient tnaian 
mathematics dealing in particular with 
mathematics frctm the V^ic period. 

Claims of Antiquitv 

The contents of the swamiji’s book have 
practically nothing in common with what 
is known of the mathematics from the 
Vedic period or even with the subsequent 
rich tradition of mathematics in India un¬ 
til the advent of the modern era; inciden¬ 
tally, the ancient mathematical texts are 
quite explicit in their description of 
mathematical principles or procedures 
and do not involve cryptic sutras. TTie very 
fust chapter of the swamiji’s book (as also 
chapters 26 to 28) involves the notion of 
decimal fractions in an essential way. If 
the contents are to be Vedic, there would 
have had to be a good deal of familiarity 
with decimal fractions, even involving 
several digits, at that time. It turns out that 
while the Shalva-sutras male extensive use 
of fractions in the usual form, nowhere 
is there any indication of fractions in 
decimal form. It is inconceivable that such 
an important notion would be left out, 
had it been known, from what are really 
users’ manuals of those times, produced 
at diffeient times over a prolonged period. 
Not only the Shalva-sutras and the earlier 
Vedic works, but even the works of 
mathematicians for over 2,000 years after 
them, including that of the stalwarts in the 
golden age of Indian mathematics such 
as Aryabhata, Brahmagupta. Bhaskara, 
etc, aie not found to contain any decimal 
fractions. Is it possible that none of them 
had access to the Vedio source that the 
swamiji could lay his hands on (and still 
not describe it specifically)? The fact is 
that the use of decimal fractions started 
only in the i6th century, propagated to a 
large extent by Francois Vieie; the use of 
the decimal point (separating the integer 
and the fractional parts) itself, as a nota¬ 
tion for the dedmai representation, began 
only towards the end of the century and 
acquired popularity in the 17th century 
following their use in John Napier’s 
logarithm tables. 

Similarly, in chapter 22 the swamiji pro¬ 
claims to give “sutras relevant to suc¬ 
cessive differentiation, covering theorems 
of Leibnitz, Maciaurin, Ihylor, etc, and a 
lot of other material which is yet to be 
studied and decided on the great 
mathematicians of the present day western 
world”; it should perhaps be mentioned 
before we proceed that the chapter does 
not really deal with anything of the sort 
that would even reinoteiy justify such 
grandiloquent announcement, but rather 
deals with derivation as on operation on 
polynomials, which is a very special case 
redudng to elementary algebra, devoid of 
the very soul of calculus, as uught even 


at cooege levet uiven the context, we shau 
leave i^bnitz and company alone, but 
consider the notions of d^vative and suc¬ 
cessive differentiation. Did the notions ex¬ 
ist in the Vedic times? While certain 
elements preliminary to calculus have 
been found in the works of Bhaskara II 
from the I2ih century and later Indian 
mathematidans in the pre-calculus era in 
international mathematics, such crystallis¬ 
ed notions as the derivative or the int^ral 
werp not known. Though a case may be 
made that the developments here would 
have led to discovery of calculus in India, 
no historian of Indian mathematics would 
dream of proposing that they actually 
considered something like the derivative, 
leave alone successive differentiation; the 
question here is not about performing the 
operation of derivation on polynomials, 
but of the concept. A similar comment 
applies with regard to integration, in 
chapter 24. It should also be borne in 
mind that if calculus weie to be known 
in India in the early times, it would have 
been acquired by fordgners as well, long 
before it actually came to be discovered, 
as there was enough interaction between 
India and the outside world. 

If this is not enough, in chapter 39 we 
learn that “analytic conics have an impor¬ 
tant and predominating place for itself in 
the Vedic system of mathematics” and in 
chapter 40 we find a whole list of subjects 
such as dynamics, statics, hydrostatics, 
pneumatics, applied mathematics, etc, 
listed alongside such elementary things as 
subtractions, ratios, proportions and such 
money matteis as interest and annuities(!), 
discounts(!) to which we are assured, 
without details, that the Vedic sutras can 
be applied. Need we comment any further 
on this? 

The remaining chapteis are mostly 
elementary in content on account of 
which one does not see sudi marked in¬ 
congruities. It has however been pointed 
out by Shukla in his paper mentioned 
earlier that many of the topics considered 
in tlK book aie alien to the pursuits of an¬ 
cient Indian mathematicians, not only 
from the Vedic period but untill much 
later. These include many such things as 
factorisation of algebraic expressions, 
HCF of algebraic expresaons, various 
types of simultaneous equations, etc. The 
contents of the book are akin to much 
lata mathematics, mostly of the kind that 
appeared in school-books of our times or 
that of the swamiji’s youth, and it is un¬ 
thinkable. in the absence of any pressing 
evidence, of their being from Vedic lore. 

Absurd assertions 

Apart from claims of antiquity the 
swamiji’s book is full of such extraor¬ 
dinary assaiions as “there is no part of 
mathematics, pure or applied, which is 


Deyona tn«r junsoiaion" or ”... a monins 
(or 12 months) at an average rate of 2 or 
3 hours per day should suffice for com¬ 
pleting the whole course of mathematical 
studies on these Vedic lines instead of IS 
or 20 years required according to the ex¬ 
isting systems of the Indian and also 
foreign univeisities ’. The present-day 
champions of ‘Vedic mathematics’ seem 
to soft-pedal such claims, for reasons not 
far to seek and it would be ratha pointless 
to argue against them at this stage. It is, 
however, important to see the absurdity of 
such assertions since, when the book is 
viewed in totality, they point to the flaw¬ 
ed motivation of the endeavour, patently 
contrary to a .sense of objectivity that is 
vital in the pursuit of knowledge. Mathe¬ 
matics means a lot more things than 
arithmetic of numbers and algebra of 
polynomials; in fact multiplying big 
numbers together, which a lot of people 
take for mathematics, is hardly somahing 
that a mathematician of today needs to 
engage himsdf in. The mathematics of 
today concerns a great variety of objects 
beyond the high-school level involving 
various kinds of abstract objects generalis¬ 
ing numbers, shapes, geometries, 
measures, etc, and several combinations of 
such structures, various kinds of opera¬ 
tions, often involving infinitely many en¬ 
tities; this is not the case only about the 
frontiers of mathematics but a whole lot 
of it including many things applied in 
physics, engineering, medicine and various 
otha subjects. 

Despite all its pretentious verbiage page 
after page the swamiji’s book offers 
nothing worthwhile in advanced mathe¬ 
matics whether concretely or by way of 
insight. The book really deals with only 
a small segment of middle and high- 
school level mathematics; this is true 
despite what appears to be chapters deal¬ 
ing with some notions in calculus and co¬ 
ordinate geometry and the mention of a 
few more advanc^ topics, in the book. 
Modern mathematics with its muUitudtf 
of disciplines (topology, differential 
geometry, functional an^ysis, ergodic 
theory to name just a few) would be a big 
leap from that stage There are occasional¬ 
ly reports of some ‘researchers’ applying 
the swamiji’s ‘Vedic mathematics’ to ad¬ 
vanced problems such as Kepla’s problem 
but such work involves nothing more than 
tinkaing supaficially with the toiuc, in 
the manner of the swamiji’s treatment of 
calcuius, and offers nothing of interest to 
professionals in the area. 

When the superimposed ‘Vedi^ garb is 
taken off, the material in the swamiji’s 
book looks like a compilation of tricks in 
elementary arithmetic and algebra, 
discovered by some intelligent hobbyists. 
What it contains are ways of working out 
some classes of compuutions; in certain 
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•pecuu cmies inew ways turn oui w uc 
hater then the standvd school-book 
methods, they are; however, based on 
wen-undentood prindides and there is no 
mystery about them. It should be 
mfiembend that the author has an M A 
(hpee and it^ not too swpd*in( if he 
could UK such prindpies with effbct: it is 
alK> to be not^ that he is supposed to 
have spent *^i(ht years of concentrated 
contemplation in forest solitude^ in 
‘Yeooverint the long lost k^s”. There have 
also been other instances of exposition 
and plxipagadon of such faster methods 
applicable in spedal situations (without 
claims of their coming from andent 
sources). The Thachtenb^ Speed System 
qf Btaic Mathematics (English edition by 
Ann Arther iipd Rudolph Mcshane, 
published by Asia Publishing House, New 
Delhi, I96S) and Lester Meyers' book 
High-Speed Mathematics (Vsn Nostrand, 
New \^k, 1947) are some well known in¬ 
stances of this. Dhchtenberg had even 
established an institute in Germany to 
provide training in high-speed mathe¬ 
matics. While the swamiji’s methods are 
independent of these; for the most part 
they are similar in spirit. 

It is worth considering why such 
methods are not commonly used for prac¬ 
tical purposes. One main point is that they 
turn out to be quicker only for certain 
spedal classes of examples. For a general 
example the number of digital calculations 
involved (the count of the individual 
operations needed to be performed with 
digits, in arriving at the Hnal answer) is 
about the same as required by the stan¬ 
dard methods; in the swamiji's book this 
is often concealed by not writing some of 
the steps involved, viewing it as ‘mental 
arithmetic’. Using such methods of fast 
arithmetic involves the ability or practice 
to recognire various patterns which would 
simplify the calculation. Without that, 
one would actually have to spend more 
time, in first tyring to recognise patterns 
and then doing it by rote anyway, sincS ih 
most cases it is not easy to find UKful pat¬ 
terns. Shopkeepers and professionals who 
have to do their computations as they 
arise, rather than chooM the rigures 
suitably as in the demonstrations, would 
hardly find it convenient to carry them out 
by employing umpteen different ways 
depending on the particular cases, as tire 
methods of fast arithmetic involve. It is 
more convenient to follow the standard 
method in which one has to follow a set 
procedure to find the answer, even though 
in some cases this might take more time 
Besides, equipment such as the calculators 
and computers haW made it unnecessary 
to tax our minds with arithmetical com¬ 
putations. Inddentally, the suggestion that 
this ‘Vedic mathematics’ of the Shankar- 


aenarya couu leaa to improvement in 
computett is totally fallacious, since the 
underlying mathemaried principles in¬ 
volved in h were by no means unfamiliar 
in professhmal cireks. 

The swamiji tells us in the preface how 
*nhe educattonista, the cream of the 
Eaidi*i>-«ducated section of the people hh 
dudiqg highest officials (eg, l^-court 
judges, ndnisters, tie,) ^ the general 
public at such were all highly impressed; 
nay thrilled, wonder-struck and flab¬ 
bergasted!” at his demonstrations of the 
‘Vedic mathematics’. Sometimes one 
comes across reportt about similar thril¬ 
ling demonstrations by some of the 
present-day expositors of the subject. 
Though inevitaUy they have to be taken 
with a pinch of salt, I do not entirely 
doubt the truth of such reports. Since 
most people have had a difficult time with 
thdr arithmetic at whool and even thoK 
who might have been fairly good would 
have lost touch, the very fact of someone 
doing some computations rather quickly 
can make aa impressive sight. This effect 
can be enhanced for well-chosen ex¬ 
amples, where some quicker methods are 
applicable. Even in the caKof general ex¬ 
amples where the method employed is not 
really more efficient than the standard 
one; the computations might appear to be 
fast, since the demonstrator would have 
a lot more practice than the people in the 
audience. An objective asKssment of the 
methods from the point of view of overall 
use; can only be made by comparing how 
many digital calculations are involved in 
working out various examples, on an 
average, and in this respect the methods 
of fast arithmetic do not show any mark¬ 
ed advantage which vrauld offset the in- 


convemence inoicaieo earner. 

The various observations in the book 
can. however, be put to some uk ir 
teaching in schools. Fintly, they have ar 
evident recreational value. They may be 
used suitably to enable children to enjoy 
mathematics. It would be more ap- 
pro|»iate to do so by higbighting along 
the w^ the underlying principles, rathei 
than UK them as a series of tricks. 
Ultimately, it is the understanding that is 
more important than the transient cxdto 
ment that nuy be derived (and channell¬ 
ed for wroiu purposes). Perhaps it needs 
to be eihimasis^. however, that this 
pedagogical uk also has a Umited scope 
and it is. important not to be carried away 
by the motivated propaganda in this 
regard. It may be mentioned that some 
well known mathematicians such as P L 
Bhatnagar have made sane pertinent 
observations on the possibilities and scope 
of such uses. 

It is shocking to see how much people 
driven by misguided notions are able tc 
exploit the Indian society’s urge for relf- 
assertion. One could hardly have imagin¬ 
ed that a bcx>k which is transparently not 
from aiv ancient source or of any great 
mathematkai significance would one day 
be passed off as a storehouse of some an¬ 
dent mathematical treasure. It is high time 
the saner elements joined hands to 
educate people on the truth of this so- 
called Vxiic mathematics and prevent the 
UK of public money and energy on its pro 
pagarion, beyond tire liqpted extent that 
may be deserved, lest the intellectual and 
educational life in the country get vitiated 
further and result in wrong attitudes tc 
both history and mathematics, especially 
in the coming generation of children. 
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Managerial Pilgrimage to Indian Ethos 

N R Sheth 

Muia{{erial Transformation by Values: A Corporate Piilgrimage by S K 
Chakraborty; Sage Publications, New Delhi 1993; pp 215, Rs 195. 


S K CHAKRABORTY is a distinguished 
cnanagement scholar, tracher and consul¬ 
tant. He is also a citizen on a clear-headed 
social mission. His mission is to establish 
the supremacy of ancient Indian psycho¬ 
logy and philosophy as means for trans¬ 
formation of m|jiagerial behaviour and 
attitudes in order to resolve the rapidly 
growing pressure of personal uid social 
conflicts afflicting the performance and 
peace of people responsible for the per¬ 
formance of. their enterprises. The 
author’s learnng, wisdom and exposure 
to the realities of Indian corporate and 
executive performance for over two 
decades havedeepiy anguished him about 
the incrrasingly evil effects of con¬ 
sumerism, greed, corruption and rat-race 
for personal power and control on the 
mindsets of managers and consequently 
on their executive effectiveness. These are 
symptoms of a “degenerate conscious¬ 
ness” which needs urgent transformation. 
Chakraborty is well acquainted with the 
wide spectrum of philosophies, appro¬ 
aches, methods and techniques developed 
in the western society and countries like 
Japan to de^ with the human problems 
of industrial civilisation. He is convinc¬ 
ed that the rationalistic-Iiberalistic value 
system of the west would not provide a 
durable means for the transformation of 
managerial values in the Indian context. 
He is impressed by the recent history of 
Japanese management philosophy and 
practice which have combined western 
technology and indigenous values with 
positive effects cm both corporate perfor¬ 
mance and nanagerial happiness. In this 
background, Chakraborty has developed 
a firm belief that the degenerate con¬ 
sciousness of the Indian manager can be 
transformed in the right direction only by 
promoting the acceptance of the Indian 
spiritual ethos. The mission built on this 
prognosis has resulted in half a dozen 
books aimed at integration of managerial 
effectiveness and Indian values. 

The book under review is the latest ad¬ 
dition to the author's remarkable labour 
of love. It is. however, unique in the sense 
thm it contains documentation of Chakra- 
borty’s involvement in a process of 
managerial transformation in a single 


organisation, the Bombay-based Godrej 
and Boyce (GBL). The Godrej lineage, 
promoters of GBL, hold a high reputa¬ 
tion for their humanistic and philan¬ 
thropic values and management style. As 
the company moved towards its century 
in 1977, it found itself increasingly under 
pressure of market forces and careerist 
managers from professional schools with 
self-centred behavioural traits as against 
tiK traditional Godrej ethos of humanistic 
service. Hence the promoters wanted to 
reinforce the value of the old culture as 
a part of their overall strategy of respon¬ 
ding to the changes in thek business en¬ 
vironment. They decided to launch a 
management development effort in 
human values in tandem with their accep¬ 
tance of the new approach of total quali¬ 
ty management (TQM) in the context of 
integrated resource management. Mean¬ 
while, they learnt about Chakraborty’s 
mission and work and invited his help in 
their plans for education in human values. 
For the ‘missionary’, this was a godsend 
opportunity to undertake a holistic exer¬ 
cise in managerial transformation by 
values in an enterprise. The professional- 
intellectual aspect of his involvement was 
passionately dominated by the sacred 
spirit which gave the mis.sion and the 
book under review the purifying sub-title 
“corporate pilgrimage”. 

The Ingredients 

The pilgrimage was intended to provide 
the subjective aspect of T<^. It would 
help the company manageis to develop a 
quality of mind to raise both their effec¬ 
tiveness at work and happiness in Ufe. The 
programme began with a three-day work¬ 
shop in early 1990 for top managers 
followed by three separate modules at 
quarterly intervak for top and senior 
managers and one compact four-day 
module for junior managers. Participa¬ 
tion of executives in this programme was 
invited on a voluntary basis at the senior 
levels and by nomination by bosses for 
the junior categories. By the end of 1991 
each departmental head “had aligned 
around himself a fairly large number of 
juniors who were imparted the trans¬ 
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formation-by-values principles and pro¬ 
cesses”. Two separate workshops were 
also held for office-bearers of the 
workers’ unbn and those of the staff 
association. The company had further 
planned to identify some executives who 
would take special interest in the consul¬ 
tant’s mission to serve as catalysts to sus¬ 
tain the process of transformation of the 
quality of mind in GBL on an ongoing 
basis. 

The main ingredients of the programme 
in the first module included a serene 
physical environment, mind-stilling exer¬ 
cises, the superiority of the higher 'self 
over the ubiquitous egoistic self and ex¬ 
posure to the Indian value concepts of 
guna, karma and samskara. The second 
module focused on leadership and team¬ 
work with special emphasis on the in¬ 
terpersonal values of love, self-restraint, 
respect for others, compassion, etc. The 
third module was devoted to management 
of stress, counselling and communication 
with the aid of Upanishadic and later 
spiritual models of achieving work effl- 
dency without mental stress and building 
a <lielping relationship with colleagues. 
Between modufes, the partidpants were 
asked to hold fortnightly meetings with 
a leader appointed for each meeting by 
rotation. 

The company’s Human Response 
Development (HRD) department invited 
written feedback from senior managers at 
the end of the second module of the pro¬ 
gramme. The feedback is almost euphori¬ 
cally positive about the importance of 
Indian values in transforming the quali¬ 
ty of life in personal behaviour and 
organisational roles. Minor doubts and 
questions raised by a few executives were 
regarding the commitment to human 
values at the top management level and 
the perceived gap between practice and 
precept. 

The group leaders who conducted fort¬ 
nightly meetings between modules were 
expected to share their experiences with 
the consultant and seek his guidance by 
mail. Thirty-three sets of exchange of let¬ 
ters between Chakraborty and the group 
leaders have been reproduced in a sepa¬ 
rate chapter. This correspondence refl^ 
what the author calls the process of in¬ 
stitutionalisation of the chosen values in 
GBL management. For the most part, the 
letters state how happy and enriched the 
participants in group meetings felt by 
practice of mind-stilling exercises and 
discourses pn the Indian values as en- 





’Shrined in the author’s previous writings. 
A few executives were sceptical about 
whether their acceptance oi the right 
values would yield results in the long run 
in view of the ^rvasive debasement of 
human character in the wider environment. 

Further feedback was sought by the 
consultant from the execiaives when he 
met them for the second and third 
modules. The responses obtained from 
participants indicated'high progress in the 
form of change of behaviour in the right 
direction. Between the second and third 
modules, the already high rate of trans¬ 
formation moved up further. The only 
variable which recorded decline in pro¬ 
gress was ‘team leader support' which 
meant that the internal leaders for group 
meetings could not provide the catalyst 
role as effectively as they were expected 
to. Thirty per cent of the participants in 
the second module withdr'*w from the 
third. 

ASStS.SMENT 

The company and the consultant 
planned a comprehensive assessment of 
the transformation-by-values programme 
at the end of third module. An indepen¬ 
dent researcher was hired for this purpose 
to avoid the risk of distortions underlying 
internal assessment. Seventy-three execu¬ 
tives were interviewed on their learning 
experiences in the programme. Typically, 
those who found the programme less rele¬ 
vant or were more sceptical about its 
practical use were in the 31-40 age group, 
had formal education in technology with 
management, were in the middle-manage¬ 
ment category and came from families 
with inclination towards Indian values (as 
against tnose who came from westernised 
families). The westernised group found 
the programme largely relevant but not 
very useful, while the value-based group 
found it more useful but less relevant. 

The quantitative analysis of the inde¬ 
pendent evaluation of the programme is 
supplemented by a qualitative analysis 
which consists of extracts from the in- 
depth interviews with 35 executives and 
60 offiM-bearers of the workers’ union 
and staff association. Once again,these 
narrations bring oat a predominantly 
positive and euphoric fe^ack on the 
various facets of the programme leading 
to an overall impression of well-rooted in¬ 
stitutionalisation of the Indian values in 
GBL. A few respondents expressed scep¬ 
ticism or cynicism about the practical 
long-term usefulness of the transforma¬ 
tion programme because of its perceived 
incompatibility with the internal or exter¬ 
nal environment of GBL. 

Finally, in June 1992, the company’s 
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HRD department circulated a question¬ 
naire to over 600 persons who had parti¬ 
cipated in the programme over a period 
of more than two years. The purpose of 
this study was to obtain a picture of the 
participants’ orientation towards the pro¬ 
gramme. The feedback was overwhelm¬ 
ingly in favour of the programme, 
suggesting remarkable success of the 
pilgrim’s mission. The vast majority ex¬ 
pressed faith in the ideals of the pro¬ 
gramme, though it stimulated them to 
transform their own value and wanted 
it to be an ongoing process. The only 
modestly discordant note was struck by 
the fact that a relatively smaller propor¬ 
tion of managers noticed improvement in 
the quality of interface among peers and 
subordinates and superiors. 

As I mentally travelled with Chakra- 
boity on his sacred mission to transform 
the values of GBL managers, I under¬ 
stood his mounting sense of pleasure and 
satisfaction with the involvement and 
positive feedback from managers at 
various stages of the transformation ef¬ 
fort. With his characteristic wisdom, the 
author has blended the zeal of the mis¬ 
sionary with the spirit of scientific in¬ 
quiry. Continual feedback on the progress 
of the mission was sought from the cor¬ 
porate pilgrims. A lot of concern was 
shown about the need for objectivity of 
the feedback which was also subjected to 
a good measure of statistical probing for 
inter-item and periodical variations. The 
missionary was also awaie of the dif¬ 
ficulties in translation of the various 
values sought to be imparted to the cor¬ 
porate pilgrims. “A very high degree of 
sincerity and tenacity, supported by a 
deep aspiration for the higher and nobler, 
are essential. No one from outside can 
trigger them—except by offering some 
glimpses or flashes. One needs to essen¬ 
tially awaken from within, with external 
inspiration playing only a catalytic role” 
(p 61). 

'Samskara ’ Syndrome 

This indeed is the crux of the problem 
of transformation of (or by) values. Any 
mission for such transformation is pre¬ 
dominantly conditioned by the innate 
tendencies and desires (samskaras) of the 
pilgrims. In the present case, an impor¬ 
tant factor contributing to the reported 
success of the mission was the congenial 
corporate samskara represented by the 
cherished values of the founding family 
whose members occupied the status and 
esteem of owiKr-managers. They provid 
ed a well-worshipped samskara model to 
all managers and workers. This model 
probably provided plenty of fertile 


ground to yield a high degree of success 
to the mission as documented in the bbok. 

The documentation is, however, punc¬ 
tuated by evidence of unwelcome re.sult$. 
There was a continuing concern about the 
value of transformation in One enterprise 
in the midst of visible rapid degeneration 
of human character. Some people also 
wondered if the transformation process 
could be sustained all over the organisa¬ 
tion over a long period of time. There was 
some awareness that the hope of achiev¬ 
ing high quality of management by trans¬ 
formation of values was utopian. There 
were signs to suggest that while Chakia- 
borty’s image and credentials inspired 
most participants in the programme to be 
positively inclined to the transformation 
effort, their enthusiasm slowed down 
considerably during follow-up exercises 
in his absence. Also, fewer people 
volunteered for the third module in com¬ 
parison with the second. Not many 
managers felt enthused to continue the 
mind-stilling exercises. Not many could 
recall the main concepts of the Indian 
value system in a year’.s'time. Of course, 
such evidence does not disappoint the 
missionary. He is confident that the in¬ 
culcation of the new values received by 
the pilgrims would act upon their beha¬ 
vioural and attitudinal structure and pro¬ 
duce good results in time. A missionary’s 
march to his utopia is characteristically 
ennobled by euphoria. GBL managers 
need a lot of psychological and social 
fortitude to sustain the missionary’s spirit 
of pilgrimage within the psychedelic con¬ 
tours of the degenerate world around 
them. 

What can people and organisations 
which do not possess the samskara 
syndrome of GBL learn from its pilgri¬ 
mage? Obviously, if thry were inclined to 
try the GBL pattern of transformation by 
values, they would face an uphill task of 
greater magnitude than GBL. Perhaps the 
irony of managerial transformation by 
value is that it is relatively more intrac¬ 
table during the process of implementa¬ 
tion and more dubious in its outcome in 
those organisations which are relatively 
more muddied by degeneration of values 
and hence more in need of transforma¬ 
tion. We need many Chakrabortys to face 
this challenge in the spirit of nishkama 
karma. Their missions should he both 
guided by high idealism and fully ground¬ 
ed in its execution. They should take 
disappointments and failures in their 
stride and march on. For degeneration of 
values and attempts to transform them 
have been an integral part of human 
society since its infancy. They will con¬ 
tinue in the same fashion as long as you 
and 1 can foresee. 
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Islam and Women's Rights 

Shabana Makani 

Women and Islam: A Historical and Theological Enquiry by Fatima 
Memissi translated by Mary Jo Lakeland; Kali Publications. New Delhi. 1993; 


pp 228, Rs 22S. 

FATIMA MERNISSl, a professor of 
sociology at the University of Rabat, 
Morocco is a strong campaigner for a re¬ 
interpretation of the Islamic texts vis-^vis 
tlw sutus of women. In this book she ex¬ 
amines and reassesses literary sources like 
the Koran, the Tqfsir of Tabari (a com- 
mcnuiry of the Koran), the Hadith of al- 
Bukhari and al-Nasai, biographies of the 
Prophet and of the Companions, treatises 
on the causes of revelations, namely, 
Asbab al nuzu! by al-Nisaburi and Lubab 
a! nuqul fi asbab al-nuzul by al-Suyuti, 
treatises on the Koranic verses like the 
nasikh and the mansukh by scholars like 
Qauda Ibn Di'ama ai-Sadusi, Ibn Hazm. 
Ibn al Jawzi, Ibn ai-Barizi. The treatises 
are concise summaries of dozens of 
volumes of commentary and are usually 
in just one volume. The value of the 
sources used here cannot be under¬ 
estimated and Muslim intelligentsia will 
not question the validity and urgency of 
the principal step urged by Fatima 
Mernissi, namely, the re-opening of the 
door of free interpretation. Indeed, this 
door should never have been deemed clos¬ 
ed. Human society is dynamic; the need 
of guidance both by formulation of prin¬ 
ciples and by regulation of conduct, is 
constant. To declare the door of inter¬ 
pretation sealed is to force a rift between 
the ever-growing need for change and the 
slate guidance which must, in time, widen 
into a gulf too bruad to be bridged. The 
result would be frustralioa 
in the first half of the book entitled 
'Sacred Ibxt as Political Weapon' the need 
for such reinterpretation comes across 
strongly. In the four chapters ‘The Muslim 
and Time’, ‘The Prophet and Hadith’, ‘A 
Ihidition of Misogyny’ (in two parts) the 
author defines a Muslim as belonging to 
a theocratic state. “What the individual 
thinks is secondary for the definition... 
Being Muslim is a dvil matter, a national 
identity, a passport, a family c^e of laws, 
a code of public rights” (pp 20-21). The 
author highlights the almost indissoluble 
entwinement of religious ideas and 
political considerations in the examples of 
al-Bukhari and al-Afghani. The hadith 
“those who entrust their affairs to a 
woman will never know prosperity” is 
stated in al-Asqalani's 13th volume and is 
based on al-Bukhari’s Sahih. This hadith 
is a sledgehammer in the hands of those 
who want to exdutte women from politics. 


She wonders how the three concepts nor¬ 
mally considered independent of each 
other, the relationship to time, the rela¬ 
tionship to power and the relationship to 
fcmaleness, become connected as a 
discourse on identity. And above all how 
the identity crisis present in both men and 
women becomes transformed by authois 
(like al-Afghani) obsessed with the pa.si 
into a uniquely male problem? Answers 
to these questions might facilitate the 
understanding of those feelings which 
impel al-Afghani and other scholars to 
take up their pens and write books about 
the necessity of excluding women from 
politics (p 2ix A fairly recent example of 
the denial of political rights to women in 
the name of scriptural injunctions is that 
of Benazir Bhutto. It may be recalled that 
a section of the clergy mounted a cam¬ 
paign against her when she led her party, 
Pakistan People’s Party, in the struggle 
against Zia ul-Haq’s military regime. 

The author explains in peat detail the 
painstaking manner in which the hadith 
were collected and compiled (pp 42-45). 
But of special interest is A’isha’s refuta¬ 
tion of some hadiths. One can read 
among al-Bukhari’s ‘authentic’ hadith the 
following one: “Three things bring bad 
luck: house, woman, and horse!’ Al- 
Bukhari did not include other versions of 
this hadith, although the rule was to give 
one or more contradictory versions in 
order to show the readers conflicting 
points of view and thus to permit them 
to decide for themselves about practices 
that were the subject of dispute: However, 
there is no trace in al-Bukhari of A’isha’s 
refutation of this hadith: “They told 
Aisha that Abu Hurayra was asserting 
that the Messenger of God said; ‘Three 
things bring bad luck! house, woman and 
hors^ A’isha responded; “Abu Hurayra 
learned his lessons very badly. He came 
into our house when the Prophet was in 
the middle of a sentence. He only heard 
the end of it. What the Prophet said was: 
‘May Allah lefutr the Jews; they say three 
things bring bad luck; house, woman and 
horse”’ (pp 75-76). A number of such 
examples have been cited in the First part 
and hence it is axiomatic that free inter¬ 
pretation must keep pace with changes in 
the pattern of human life and thought. 

With the wideniag inieltectual horizon, 
coinciding with territorial expansion and, 
at least partially, caused by it, the pro¬ 


blems to be coped with cover an ever- 
widening range. They touch every aspect 
of the Islamic way of life that is, the 
minutiae of its ritual, its religious secular 
and social practices. In the course of 
development, hadith assumed a function 
far iKj^nd the scope of its earlier stage. 
Instead of being merely the repository of 
past usages and traditions as a guide to 
correct behaviour, it became the instru¬ 
ment for introducing or repudiating in¬ 
novations. Theological, philosophic; 
religious, legal and social disputes were 
fought by way of hadith. It thus became 
a weapon in the hands of proponents and 
adversaries. But the unbiased study of the 
history of religion shows that both the 
Koran and the hadith call upon its 
followers to move with the times—indeed 
these who assert that women in Muslim 
states cannot be granted full enjoyment 
of human rights are simply betting on our 
ignorance of the past, for their argument 
can never convince anyone with an 
elementary understanding of Islam’s 
history. The author, therefore, surmises 
“we Muslim women can walk into the 
modern world with pride, knowing that 
the quest for dignity, detnocracy, and 
human rights, foi full partidpation in the 
political and social affairs of our coun¬ 
try, stems from no imported western 
values, but is a true part of the Muslim 
traditidn” (preface p viii). 

The second part of the book entitled 
Medina in Revolution: The Three Fateful 
Years consists of six chapters, namely, the 
Hijab, the Veil, the Prophet and Space; the 
Prophet and Women, Umar and the Men 
of Medina, the Prophet as Military 
Leader, the Hijab Descends on Medina. 
Chapter V provides an insight as to how 
the hijab, the veil was introduced. The 
fuqaha (religious scholars) speak of "the 
descent of the hijab”. This expression 
covers two simultaneous events that take 
place in completely different realms; on 
the one hand, god’s revelation to the pro¬ 
phet, which is in the intellectual realm; 
and on the other hand, the descent of a 
cloth ‘hijab’, a material object, a curtain 
that the prophet draws between himself 
and the man (Anas Ibn Malik) who was 
at the entrance of his nuptial chamber, 
(p 85). Ample historical evidence portrays 
women in the prophet’s Medina raising 
their heads against slavery and violence 
to join as equal participants, in the 
making of their Arab history (instances 
cited in the chapter VII pp 125-40). The 
same chapter contains a very interesting 
resume on the wives of the prophet 
(pp 115-25). Specially pertinent is the 
question of Umm Salama. “Why”, she 
.asked the prophet one day, “are men men¬ 
tioned in the Koran and why are we not?” 
After divine revelation the prophet said: 



“O people! Allah has said in his book 
‘Men who surrender unto Allah, and 
women who surrender, and men who 
believe and women who believe... Allah 
hath prepared for them forgiveness and 
a vast reward’* (p JI8). Tliis is a clear proof 
that Allah speaks of the two sexes in terms 
of total equality as believers and it is not 
sex that determines who earns his grace, 
it is faith and the desire to serve and obey 
him. Umm Salaraa’s concan was shared 
by the women of Medina. Sura 4 entitled 
‘An-Nisa’ (Women) conuins the new laws 
regarding their status. 

Chapter 10 ‘The Hijab Descends on 
Medifui’ analyses the reasons for purdah. 
Women, whatever their status, were being 
harassed and accosted in the streets. 
Women were, therefore, enjoined by the 
prophet to behave modestly and not to 
flaunt their beauty. In particular, Muham¬ 
mad’s wives were reminded of their sutus 
as ‘Mothers of the Believers’ and required 
to talk to strange men from behind a 
‘hijab’. In the Koran this term is used for 
a ‘partition’ dividing the house. In the 
course of post-Koranic development, 
partly as protection in war disturbed areas 
the hijab was generally accepted and 
segreagation and veiling acquired the 
character of binding laws; gradually they 
were interpreted as demanding complete 
severance of women’s activities from th(»c 
of men. 

The author categorically mentions, 
“When I finished writing this book I had 
come to understand one thing; if women’s 
rights are a problem for some modern 
Muslim men it is neither because of the 
Koran nor the prophet, nor the Islamic 
tradition, but simply because those rights 
conflict with the interests of a male elite. 
This elite faction is trying to convince us 
that their egotistic, highly subjective and 
mediocre view of culture and society has 
a sacred basis...islam was not sent from 
heaven to foster egotism and mediocrity. 
It. came to sustain the people of the 
Arabian desert lands, to encourage them 
to achieve higher spiritual goals and 
equality for all..!’ (Preface p ix). 

For a reinterpretation of the Islamic 
texts vis-a-vis the jxisition of women the 
author analyses the sociological, 
economic and cultural-anthropological 
trends. She has painstakingly researched 
into the primary sources for the necessary 
clarifications concerning the issue at hand 
and discusses debatable and polemical 
problems without bias in favour or agaimt 
them. She has a penetrating comprehen 
sion of the well-springs of Islamic culture 
and is not writing as an apologist foi. but 
as an impartial student of Islam, nor is 
she currying favour with any side but only 
aspires to honesty in her interpretations. 
She may not always please theologians 


and ‘fuqaha’ but her understanding of the 
problems of M uslim women compel her 
to state the truth according to her best 
judgment and ability. Due credit must also 
be given to Mary Jo Lakeland for her ex¬ 
cellent translation. The language is neither 
laboured nor pedantic but lucid and 


preci.se: The book is a must for ail in¬ 
terested in the position of women in Islam 
and will serve to clarify several misconcep¬ 
tions. It will be a handy source material 
for research scholars by virtue of its data, 
free interpretation and methodical 
presentation. 
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SPECIAL ARTICLES 


Communal Representation in 
Tamil Nadu, 1850-1916 

The Pre-Non-Brahitiin Movement Phase 


P Kadhakrishnan 

Though communal representation and reservations are often identified with the non-brahmin movement and 
the Indian Constitution respectively, the evolution of the non-brahmin movement itself was preceded by certain 
intricate and elaborate processes of over half a century. These processes had a direct bearing on communal represen¬ 
tation and reservations at the ideational and pragmatic levels as functional imperatives of the colonial 
administration. 

Central to the discourse on communal representation and reservation of this period, the related administrative 
process and the non-brahmin response to these were the statistics collected from time to time. These made the 
non-brahmins and the British officials increasingly aware of the structural cleavages in .south Indian society of 
brahmins veisus non-brahmins, Hindus versus Muslims, and so on. Such awareness in turn sharpened these cleavages, 
pitted the non-brahmins against the brahmins and gradually paved the way for the non-brahmin movement. 


DESPITE its pejorative overtones as com¬ 
munal countapoise, communal appease¬ 
ment, minorityisro, and so on [Krishna 
1939; Rage 1982], communal repiesentation 
in India is often identified with the non¬ 
brahmin movement, and its reformulation 
reservations with the Indian Constitution. 
But, analogous to the growth of the back¬ 
ward classes (Radhakrishnan 1989; 1990], 
these had begun to evolve from at least 
the mid-l9th century.' 

In fact, conanunal representation and 
reservations were integral even to pre- 
British Indian society in the sense of the 
numerous social closures operated by the 
caste system.^ However, the context of 
this paper is not these indigenous incar¬ 
nations, but the categories introduced by 
the British. 

No doubt, to begin with these cate¬ 
gories were a continuation of the pre- 
British ones. That was only in keeping 
with the British endeavour to create an 
overarching administrative machinery 
reflecting the established structure of the 
courltry [cf Rige 1982: 7], and its related 
concern Tot incorporating into its colonial 
framework, the traditionally well-entren¬ 
ched, and 6om its viewpoint, the strate¬ 
gically placed, social groups, as its com¬ 
pradors (cf Irschick 1986: 6]. That ex¬ 
plains the following directive of the Com¬ 
mittee of Public Instruction, Madras, to 
the district officers, soon after its appoint¬ 
ment in March 1826: 

[r]he Committee wish it invariably to be 
kept in mind, that no measures can be 
pursued whatever other advantages they 
may offer, which are at variance with the 
customs and prejudices of the people 
Such obstacles must be carefully avoided. 


Every measure must, as much as possible 
be divested of the odium of innovation; 
and be such as to induce the people to go 
along with the government in the under¬ 
taking (Public, Sundries, Vol 145). 

That also explains this committee’s 
educational efforts through the ‘principal’ 
or ‘respectably connected’ inhabitants, 
that is, brahmins and other high castes 
'hrahminnisproximi’; and preference for 
brahmin teachers in the schools establish¬ 
ed since 1826. The British emphasis of 
about half a century thence on the educa¬ 
tion of this ‘influential class' should also 
be seen in this light [see Government of 
Maharashtra 1982: 403-4]. 

In fact, the British attempts to go along 
with this class long preceded its educa¬ 
tional effort.s. As early as in 1814 the 
C ourt of Directors had ordered exclusion 
of Indian Christians, then mostly of the 
‘untouchable’ castes, from certain offices 
such as of ‘munsilT, 'vakil’, and law of¬ 
ficer in Bengal presidency, and also of 
‘sudder amcen’ (civil judge), and Cavalry 
in Madras presidency (see Public Despat¬ 
ches from England to Fort William, No 8, 
February 2, 1831). 

in 1831 the Court of Directors did con¬ 
vey the inexpediency of such exclusion and 
their belated realisation that the British 
religious neutrality in India did not require 
placing by law converts to Christianity in 
a less advantageous situation than others. 
In 1846, in response to a request from the 
sheriff of Madras for sanction to select 
peons from among the pariahs to be 
employed in the grand gaol indiscrimi¬ 
nately with those of other castes, the BOR 
reaffirmed this principle: 


The sheriff is informed that upon the prin¬ 
ciple laid down in the Honourable Court’s 
dispatch number eight of 2nd February 
1831, the government do not recognise 
caste, or any religious di-stinction as a 
ground of civil disability and all cla.sses 
or castes are therefore alike eligible to 
offices for which the Head of an office 
may consider them qualified, and their 
employment advantageous to the public 
interests (BRP, April 21, 1845, and 
April 23, 1846). 

But, it wa.s‘onc thing to reaffirm a prin¬ 
ciple and quite another to redeem it. And 
therein was the British dilemma. One in¬ 
stance of this dilemma was the inability 
of the Board for College and Public 
Instruction, Madras, established in 
December 1826, to decide on an applica¬ 
tion it received in 1833 from a pariah boy: 
I he Board... have not felt it right to decide 
of themselves whether a person of this 
class shall be ad.niiiled as a scholar, in con¬ 
sequence of the strong repugnance evinc¬ 
ed by the native headmasters to give in¬ 
struction to Pariahs, and the knowledge 
that Hindoos of ca.ste would consider their 
piejudices, interfered with, svere Pariahs 
taught in the same classes, with them- 
selve.s... (Public ('onsultaiions, vol 618, 
January 24, 1834) 

The Madras government whom the 
board approaihed sought the views of the 
Bombay and Bengal governments. The 
result of this correspondence could not be 
traced.' But, the fate of the pariah boy 
could not have been any different from 
that of a mahar boy w'ho sought admis¬ 
sion to a Dharwar school in 1856. Rejec¬ 
ting his petition, despite the May 1854 
order of the Court of Directors that "no 
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college or ichooi menJy on the ground of 
caste” (CO 329 Home (Education), 
March 17,1919), the Bombay govemmem 
wrote: ^ 

There can be no doubt that the mahar 
petitioner has abstract justice in his side; 
and government trust that the prejudices 
which at present prevent him from availing 
himself of existing means of education in 
Dharwar may be ere long removed... But 
government ani obliged to keep in mind 
that to interfere with the prejudices of ages 
in a summary manner, for the sake of one 
or few individuals, would probably do a 
great damage to the cause of education. 
The disadvantage under which the peti¬ 
tioner labours is nq|/ one which has 
originated with this government, and it is 
one which government cannot summarily 
remove by interfering in his favour, as he 
begs them to do (Government of 
Maharashtra 1982; 339-40]. 

Underlying the contradiction thus 
evident brtween the professed neutrality 
principle and its practice were the 
British perceotions of the caste-based 
structures of pown and privilege, and 
its related patronage politics. It is with 
these perceptions and practices in 
Madras presidency and their effect on 
south Indian society that this paper is 
concerned in the context of the British 
curbs and counterpoises agaihkt brah¬ 
mins. and concessions for and concilia¬ 
tion of Muslims, and the efforts of 
other non-brahmin groups to take ad¬ 
vantage of these manoeuvres. 

I 

Brahminti and British 
Administration 

It is now a well established fact that 
as the ‘ritualistic supermen’ and literati, 
combining in them both sacral and tem¬ 
poral powers, brahmins had dominated 
pre-British Indian society. Dubois, a 
French missionary who speKt about 30 
years in India mostly in the Tamil 
regions, since a couple of years before 
the fuscillades of the French revolution, 
had remarked in the early 1800s that 
"the rule of all the Hindu princes, and 
often that of the Mahomedans, was, 
properly speaking, brahminical rule, 
since all posts of confidence were held 
by brahmins” [Dubois 1982: 4-5, 
289-90]. 

With their scribal background 
brahmins were the first to realise that 
under the colonial dispensation English 
education was the key to government 
employment and literate professions. 
Therefore, through their eager acquisi¬ 
tion of such education, as Dubois 
observed, they perpetuated their 
predominance under the British rule as 
well. 


enough to work their way into favour with 
the great European Power that now 
governs India. They occupy the highest 
and most lucrative posts in different ad¬ 
ministrative boards ud government of¬ 
fices, as well as in the judicial courts of 
the various districts. In fact there is no 
branch of public administration in which 
they have not made themselves indispen¬ 
sable [Dubois 1982: 290-91]. 

This predominance is more clearly 
brought'out by Suntharalingam: 

As the European collector was often over¬ 
whelmed with multifariouirduties, it was 
the ‘sheristadar’ who attended to the 
onerous details of revenue collection and 
accounts, settling the annual assessment 
and authorising remissions. In the eyes 
of the rural community, the sheristadar 
was the ‘real administrator’ who controll¬ 
ed the sole channd of access to the col¬ 
lector'... As the chief executive ofneet of 
the taluk containing a few hundred villa¬ 
ges, the tahsildar discharged revenue, 
judicial, and polio; duties unto the super^ 
vision of the... collector [Suntharalingam 
1980:18]. 

lb begin with, the key positions were 
held by Mahratta brahmins.^ a miniscule 
group.* By the mid-19th century they 
along with the other, especially Ifamil, 
brahmins, controlled the entire district ad¬ 
ministration:^ In the whole of Madras 
presidency brahmins accouited for about 
90 per cent of all the ‘huzur’ (chief) 
sheristadars, 87 per cent of all the ‘nalb’ 
(deputy) sheristadars, 73 per cent of all 
the tahsildars, and 78 per cent of all these 
positions taken together (Table 1).' 

However, by this time the government 
itself realised the danger of its exclusive 
reliance on brahmins (cf Irschick 1986:6], 
and began to check their monopoly in 
public service and weaken their family 
connections, a vital link to such monopoly 
and their established lines of patronage. 

Curbs on Employment 

The first attempt in this direction was 
in the 18S0s. The revenue establishment 
in Nellorc district was then controlled by 
as many as 50 brahmins, all from the same 
family, and the collector could transfer 
only two of the 49 relations of naib 


after the BOR*s order. On ascertaining this 
the governor wrote in 1853: 

Whatever may be the aptitude of the 
members of this family for the public ser- 
viM; and whatever may be the family dif¬ 
ferences, or disputes bMween themselves, 
it is evident that the Head of the office— 
the European officer—must be almost 
powerless to detect and punish fraud or 
wrong on the part of the members of this 
family, and, as a necessary consequence; 
he will be powerless to protect the people 
against the extortions or oppressions of 
the family (BRP, December I, 1833; 
Match 9, 1834). 

The governor felt that people would not 
bring forward complaints, and seek pro¬ 
tection against wrongs done by members 
of this family while they see them occu¬ 
pying so many important posts and all the 
younger members introduced into office 
gradually rising to higher posts. So, he 
desired the BOR to take immediate steps 
for effectively abating and remedying the 
evil by transferring Vencataramaniah, and 
other brahmins, and debarring the collec¬ 
tor from advancing, without the BOR’s 
permission, the junior members of the 
same family beyond their existing grade 
unless by transfer to other districts. The 
governor also wanted the BOR to examine 
the statements of relationship among 
public servants in other districts, and 
adopt similar action should one or two 
families were found engrossing the greater 
portion of the appointments. The result 
was a Standing Older of the BOR (BSO); 

Collectors should be careful to see that the 
subordinate appointments in their districts 
are not monopolised, by the members of 
a few influential families. Endeavour 
should always be made to divide the prin¬ 
cipal appointments in each district among 
the several castes. A proportion of the 
tahsildars in each district should belong 
to castes other than the brahman, and it 
should be a standing rule that the two 
chief revenue servants in the collector’s 
office should be of different castes. 

In the following years the BOR remind¬ 
ed the collectors of this order which they 
also tried to enforce. Thus, in 1866-67 the 
Tinnevelly collector reported that in that 
district the ‘influences for evil’ of the 


Tabli I: Composition oi Di.vtrkt Administration, 1855 


Caste/< 'omniu nity 

Huzur 

Sheristadar 

Naib 

Sheristadar 

Thhsiidar 

Total 

No 

Per 

Cent 

No 

Per 

Cent 

No 

Cent 

No 

Per 

Cent 

Mahratta brahmins 

17 

81.0 

20 

52.6 

117 

47.6 

154 

50.5 

Other brahmins 

2 

9.5 

13 

34.2 

68 

27.6 

83 

27.2 

Non-brahmins 

2 

9.5 

3 

7.9 

45 

18.3 

50 

16.4 

Muslims 

— 

— 

_ 

— 

13 

5.3 

13 

4.3 

Indian Christians 

— 


2 

5.3 

3 

IJ 

5 

1.6 

Total 

21 

100.0 

38 

100.0 

246 

100.0 

305 

100.0 


Source: Tabulated from Suntharalingam 1980; 18. 
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native omcials had grown fu- beyond his 
power to grapple with. The BOR ordered 
the surrounding collectors to assist him by 
arranging for transfers, in this case, of the 
Pillais, a non-brahmin upper caste, with 
whom every office in the district was 
“crowded” (BRP 607. March 12. 1886). 

Shortly thence. W R Cornish, census 
superintendent of Madras, reported that 
the “brahmanical element” was strong in 
all higher offices in the dvil departments 
open to Indians, that in every department 
there were representatives of this “great 
class” [Government of Madas 1874:134), 
and that the brahmins’ contempt for the 
lower classes was in itself a serious bar to 
their usefulness in official life: 

If (he brahmans ically'iepiesented the feel¬ 
ings of their countrymen, and had any 
sympathy with, or desire for, the moral 
and material improvement of the peoples 
outside their own small section of the 
community, no great harm would arise 
from their employment in the service of 
the state; but it is sufficiently notorious 
that, as a class, the brahmans care mostly 
for their own advancement, and that they 
have no desire R> see the lower classes 
educated or improved in social position. 
Cornish counselled the government that 
politically it was not to its advantage to 
view every question connected with the 
progress of the country through “brahman 
spectacles”, and that its true policy would 
be to limit their numbers in official posi¬ 
tions and encourage a larger proportion 
of non-brahmin Hindus and Muslims .so 
as to allow no .special pre-eminence or 
great preponderance of any particular 
caste. 

In 1886 the BOR itself described its ef¬ 
forts to enforce the BSO as necessarily fit¬ 
ful. constantly neutralised, at the best but 
partial, and always subject to the persis¬ 
tent counteracting process of officials 
struggling to letum to their own surroun¬ 
dings. It also mentioned that while there 
was a “natural combination’ amongst all 
native officials tc help eaah other by 
mutual accommiKlation. there was no 
such understanding among the several col- 
fectors (BRP 607, Match 12. 1886). 

As illustration the BOR mentioned that 
in Cuddapab as many as 48 posts were 
monopolised by just one family, and the 
whole district was in the hands of "cliques 
of relations, mmifying through all bran¬ 
ches of the administration”, making it 
“most difficult, and often impossible to 
unravel the truth from the network of in¬ 
terested falsehood with which it is entangl¬ 
ed and overlaid, while defalcation, etc, is 
the natural outcrop of such protective in¬ 
fluences”. As Bellary was suffering from 
the same causes and its huzur sheristadar 
D Krishna Rao was found to be surround¬ 
ed by officially employed connections to 


a degree incompatible with public interest, 
the BOR mdered his tnuisfer to Cuddapah 
and his similarly circumstanced brother- 
in-law, deputy tahsildar A Lakshmana 
Rao, to Kurnool. The BOR noted that 
Coimbatore was similarly hampered, and 
so doubtless were the other districts in 
varying degrees (cf Washbrook 1977; 
36-37). Its account of the state of affairs 
in Ihnjore needs elaboration. 

Following loss of crops caused by the 
1884 rains and floods, the liinjore collec¬ 
tor proposed in 1885 remissions to the ex¬ 
tent of Rs 8 lakb. As this sum was far in 
excess of the remissions granted till then, 
the government deputed H S Thomas, a 
member of the BOR and an ex-collector 
of Ihnjore closely familiar with the area 
and its subordinate bureaucracy, to ascer¬ 
tain if such heavy remissions were really 
called for. His investigations revealed that 
nearly half the amount claimed was frau¬ 
dulent and the outcome of a well-orga¬ 
nised conspiracy by officials interested in 
obtaining remissions on their and their 
relations’ lands, together accounting in 
value for more than a hundred lakhs of 
rupees. Following this scandal the govern¬ 
ment dismissed 19 officials (13 brahmins, 
four pillais,-and two naidus—another 
non-brahmin upper caste), awarded lesser 
punishments to six others (four brahmins 
and two pillais), and called upon four 
others (all brahmins) to state how, when 
scrutinising the ‘jumraabundy’ (annual 
revenue settlement) accounts they passed 
them as correct and failed to bring to 
notice the numerous fraudulent entries 
(GO 122 Revenue, February i5, 1886; cf 
Washbrook 1977: 38 39). 

As a prelude to these illustrations the 
BOR had dwdt on the grave consequences 
for the admirastiation from two causes; 
First, "the accumulation of many public 
offices in the hands of relatives of a few 
influential families, lending naturally to 
the formation of strong cliques for the 
benefit of those families necessarily at the 
expense of others and of the state” Se¬ 
cond, the intensification of such personal 
interests “by the possession of landed pro¬ 
perty in the district in which thejmono- 
polising families hold office, such landed 
property necessarily implying influence, 
as well as interests generally mimical to 
those of the state by which they arc 
employed so that officials are naturally 
under strong temptation to be at the hean 
the guardians of their own personal and 
family interests in preference to those of 
the public” (BRP 607, March 12, 1886). 

The BOR was unequivocal in its con¬ 
clusion that it was better for the state 
materially, and such officials momlly, to 
have their sphere of duty outside the cir¬ 
cle of such temptations, and that this 
could be arranged only by employing 


them in districu other tnan those m wntch 
they were subjixt to such influences. Ac¬ 
cordingly, it directed the collectors to sub¬ 
mit returns of the properties and relation¬ 
ships of all officials on salaries exceeding 
Rs SO a month, that is, of posts involving 
magisterial authority. 

While acknowledging the excellence of 
the BOR’S objective the governor held that 
it had exceed^ its powers, and ordered the 
withdrawal of its proceedings, expressing 
at the same time his willingness to con¬ 
sider any otha proposal. When the BOR 
insisted that its proposal was the best 
practical solution, he rejected it in toto on 
the ground that the necessity for whole¬ 
some transfers was not made out and the 
BOR’s scheme could not be so modified 
as to render it both effective and inno¬ 
cuous (GO 77 Revenue, January 30,1899). 

In 1890 while working out the Provin¬ 
cial Civil Service scheme, the Madras 
government modined fiec competition for 
posts of deputy collectors for enabling it 
to apooint one-third of the vacancies by 
selection from persons of proved merit 
and ability. As this had no effect on the 
brahmins, in 1896 it limited appointment 
of deputy colleaors by opoi competition 
to one per year for correcting their com¬ 
munal distribution [Sunthaialingam 1980: 
125). 

By this time instances of the use of 
family connections by revenue ofneiais 
had assumed scandalous proportions 
One indication of this was a write up in 
The Hindu of August 17, 1892, on the 
relationship between Krishna Rao, and 
Lakshmana Rao (both of the Beilary 
fame), and a number of other officials 
Fbliowing this, the BOR caBed for a com¬ 
plete list of the relations of these officials 
in public service in the district. Finding 
that a state of things similar to what 
necessiuted their transfer from Bellary ex¬ 
isted in Anamapur (then separated from 
Beilary district) als<^ the BOR cancelled 
its earlier proceedings tran.sferring to 
Anantapur Krishna Rao from Cuddapah 
and l.akshmana Rao from Kurnool and 
ordered for the exchange of the former 
with the huzur sheristadar of Cuddapah 
and the latter with the tahsildar of 
Koilkunlla in Kurnool (004519 Revenue, 
October 17. 1892). 

PRtPONRl-RANH- IN HlGHfcR EDUCATION 

No doubt, brahmin preponderance in' 
public service was a reHection of that in 
higher education. Reviewing the results of 
the 1870-72 Matriculation and First Arts 
(FA) examinatiuns, the MPAR for 1871-72 
recorded that “(tihe percentage of 
brahmins, always immense, has increased, 
while that of other Hindus has greatly 
fallen off’. The situation was much the 
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iS^SI (tcorded (he educational statistics 
as “curious, illustrating the energy with 
which brahmins arc endeavouring to keep 
(he lead in the higher education”. The PIR 
for 1881-82 revealed that for the FA and 
BA examinatbns combined there was one 
candidate for every 12S brahmins in the 
presidency as against one candidate for as 
many as 3,888 Other Hindus, 11,984 
Muslims, and 447 Indian Christians. The 
PIR also recorded that the vast prepon¬ 
derance of brahmins in the Arts course 
was highly creditable to thdr ability and 
energy. The DPI’s regret then was that 
they were little prone to adopt callings of 
a scientific or practical character. 
Howe\«r, in the PIR for/i882-83 he wrote: 

I rejoice to have to now to record a change 
in the brahmin students, which promises 
well for the country and for the future, in¬ 
fluence and position of the brahmin com¬ 
munity. The Civil Engineering College, the 
Medical College, and the School of Agri¬ 
culture,... are attracting to themselves 
brahmin students in rapidly increasing 
numbers whilst the growing partiality of 
BA students for the science course is an 
indication of the same spirit. 

By this tim^ when the government had 
determined to employ only men of 
acknowledged educational attainments in 
higher branches of public service and 
there was keen competition for appoint¬ 
ments, only about one-third of the 
graduates had gained entry into public 
service (PIR 1882-83). In view of this, the 
PIR for 1882-83 recorded that i| was 
hopeless to expect Europeans, Eurasians, 
or Muslims to contend on equal terms 
with Hindus (read brahmins) whose pro¬ 
gress at school or college was more rapid, 
and proposed reservation of appointments 
for the various classes. The government 
concurred with the DPI, but postponed 
its decision to further Consideration. 

Sensing the strong netus between 
English education and governDnent em¬ 
ployment, by 1888 the education depart¬ 
ment began to express its concern about 
the disproportionate distribution of 
higher education as well. For instance, the 
PIR for 1888-89.recorded the unequal 
distribution of higher university education 
among- the different sections of the 
population as certainly a matter fur regret, 
and an anomaly which demanded the 
serious attention of all interested in the 
progress of the country. 

However, it was only in the 1900$ that 
any action was initiated, that too in the 
limited context of the College of 
Engineering, Madras.’ Of the students 
admitted to this college about 92 per cent 
in 1899, and 79 to 93 per cent during 
l9(X)-03 were brahmins, though their 
population in the presidency was only 
about 3 per cent (Ikble 2). 


Biss> aiuM —gHM pavTaMwav 

for admitting four qualified Europeans/ 
Eurasians and three Muslims annualijt 
even if they were not within (he first 15 
qualifled candidates. In view of the 
brahmin prepondeianoe, the DPI, college 
principal, and the education department 
ofndals favoured reservation for non¬ 
brahmin castes as well (see Educational 
GOs 244-43 of May 25, and 544 of 
December 9, 1903). But, A G Cardew, 
education secretary, felt that brahmin 
preponderance was a case of the survival 
of the fittest, and that it was not shown 
that brahmin was less fit for engineer’s 
duties than non-brahmin Hindus, while it 
was proved that he was more intelligent 
He, therefore, wanted to see if there was 
any suffident reason for deliberately 
preferring the “less intelligent class”. 

Responding to Cardew, the Coimbatore 
(x>lleaor credited the brahmins with more 
brains; the Nellore collector rated them as 
the best worken, on the average more in¬ 
telligent than others, and “not a whit 
more dbhonest”; the Bellary acting col¬ 
lector remarked that “the brahmin is as 
a rule clever and can be made to do good 
work”, and did not “consider it necessary 
to make admission of men of other castes 
more easy”; the south Canara acting col¬ 
lector favoured them more eloquently; 

If other castes are as good as brahmins 
then there is no particular object in giv¬ 
ing them “most favoured” treatment. If 
they are not (and I believe they are not), 
then you are deliberately laying yourself 
out to get an inferior article.. (A]pparently 
the idea is to convert a son of free trade 
into a modified form of protection; as an 
encouragement to vaisyas and sudras to 
move out of their hereditary groove it 
might be useful. Intellectual work always 
has been moiV or less the property of the 
brahmin “guild” and I dont consider the 
preponderance of brahmins... undesirable 
except insofar as it indicates a stagna¬ 
tion in the intellectual activity of other 
castes. 

The remaining officials were against 
brahmin preponderance: The Vizagpatam 
collector reported that sudras made ex¬ 
cellent engineers, and wanted to increase 


remarked that the “clannish natuitf of the 
brahmins was an obstacle to the “senior 
local man” exercising proper supervision 
over them. The Madurai acting Collector 
expatiated that “an engineer has generally 
a lot of camping and knocking about to 
do”, that "though aif Aiyangar will, as a 
rule, adapt himself to this life, an Aiyar 
will not and tends sooner or later to get 
lazy”, and that “the non-brahmin, though 
his brain work is worse, is generally better 
than either at knocking about and handl¬ 
ing coolies” The Ganjam collector record¬ 
ed that “brthmins are good in an office, 
but not so useful in,the hard out of door 
life that an engineer should iead” and that 
“besides, if brahmins get such a monopo¬ 
ly the subordinate posts will be filled with 
their relations or caste men..”. The Iknjore 
acting collector complained that brahmins 
consuntly neglected their duties for per¬ 
forming religious ceremonies. The Tfkhi- 
nopoly collector conveyed that “in the 
event of any underhand or dishonest prac¬ 
tices obtaining among the subordinates... 
brahmins form a clique which it is very 
difficult to break down”, and that “non¬ 
brahmins and Mussatmans can be more 
easily found out, because they have fewer 
friends and more enemies*. 

Virtually all the officials consulted were 
Europeans. As most of them were for let¬ 
ting in other castes more freely, in 1903 
the government enhanced the admissions 
to the college from 13 to 20 an year, and 
ordered induction of not less than 23 per 
cent of the candidates from non-brahmin 
castes (GO 544 Education, November 9. 
1903). 

Though brahmin preponderance in 
higher education continued even after this 
order, it was only since the late i920s that 
the government made any serious attempt 
to reduce il. 

Further Curbs on Empioyment 

It was, however, continuing with its ef¬ 
forts to curb brahmin monopoly In public 
service. Thus, in 1904 the BOR obtained 
from the collectors a statement of the 
castes of all employees in superior service. 


TaBI r 2. hlVC.tNEERINt. SrilIMNt\ BV CASrb/COMMUMTY 


Year 

Brahmins 

Other Hindus 

M usiims 

Christians 

Total _ 
No Per 
Cent 

No 

Per 

Cent 

No 

Per 

Cenj 

No Per 
Cent 

No 

Per 

Cent 

1899 

II 

91.7 


_ 

_ 

! 

8.3 

12 

too.o 

•900 

it 

78.6 

1 

7 1 

.. , 

2 

14.3 

14 

1000 

190! 

13 

86.7 

— 

— 

I 6.7 

1 

6.7 

IS 

100.0 

1902 

13 

86.7 

I 

67 


1 

6.7 

IS 

100.0 

1903 

14 

93.3 

— 


- - 

1 

6.7 

IS 

100.0 

Total 

62 

87.3 

2 

2.8 

1 1.4 

6 

8.4 

71 

100.0 

Population 


3.1 


86.1 

6.4 


2.7 


98.2 


Note ■ Christians include buropeans/Eurasians; population as per 1901 Census. 
Source: GO 544 Education, November 9, 1903. 
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that it. on monthly salaries of Rs 15 and 
above,*** in the revenue offices in the 
districts. As the brahmin-non-brahmin 
ratio was 70:30. it instructed the collec¬ 
tors to vmtch the recruitment of non¬ 
brahmins for ensuring more fair distribu¬ 
tion of appointments. That year, in the 
uniformly introduced district establish¬ 
ment list of revenue officials, the BOR 
provided a column to show the caste/sea 
of each subordinate for enabling the col¬ 
lectors to sec how far the BSO was enforc¬ 
ed (GOs 792 Revenue, July 25,1904; 2491 
Revenue, August IS, 1911). 

In 1909, the BOR informed the Regis¬ 
trar of Co-operative Societies that “not 
more than one half of the total number 
of superior appointments in an office 
should ordinarily be held by brahmins, the 
other half being at least the due share of 
non- brahmin Hindus, Indian Christians, 
Muhammadans, and Eurasians”, finding 
that the proportion of brahmins did not 
show any substantial dimunition, in the 
following year the BOR asked the registrar 
why he had not followed its instructions 
and why the power of making appoint¬ 
ments shall not be withdrawn from him. 

It also ordered that until the proportion 
of brahmins was reduced to nearly 50 per 
cent of the total strength he should ap¬ 
point fully qualified non-brahmins in 
preference to brahmins (GO 2357 Revenue, 
July 16. 1910). 

By this time brahmin preponderance 
had also become a threat in the Bombay 
presidency. The Bombay government 
regretted in 1910 that its principle, record¬ 
ed in 1881 and reaffirmed rqieatedly, that 
in distributing public patronage endea¬ 
vour should be made to secure a due ad- 
nuxture of the various races/castes, had 
remained practically a dead letter, and 
that this was particularly so in the cen¬ 
tral division and in the Marathi speaking 
districts of the southern division of the 
presidency where brahmins continued to 
secure by far the largest proportion of 
government posts in all departments and 
,in all grades of service. It also reported 
that brahmins showed bitter hostility 
towards the British, that there had been 
no seditious movement in which they, 
especially chitpavans and desasthas, had 
not taken part, and that it had difficulty 
in depending on their loyalty. It felt that 
the danger of their disaffection was 
greater in the “great imperial services” 
such as of the posul, railways, and the 
telegraphs, where the harm which the 
subordinates with little supervision had 
“special facilities for doing, by spreading 
the taint of disloyalty”, was incalculable. 

The Madras government’s reaction to 
Bombay's predicament was lukewarm. In 
the public Apartment one official recalled 
the "strange tales" he had heard when on 


the west coast, of an adjoining Bombay 
district where a native collector had fill¬ 
ed the district with his relatives, his ‘duf- 
fedar’ (personal peon) even being a firs 
cousin. He concluded that Bombay 
government evidently had good cause for 
alarm. As of Madras, he expressed his 
confidence that the BOR was exercising 
“constant vigilance". 

Another official accused the Bombay 
government of clearly convicting itself of 
“extraordinary supineness” in having 
omitted, despite the "startling warning” 
of 1897, including the murder of two 
British officials by chitpavan brahmins, to 
take effective measures to prevent the 
predominance of a single caste. As of the 
conditions in Madras he reasoned thus: 
The real danger against which action 
should... be concerted... is not against the 
predominance of brahmins, who |have| 
not been shown to be specially disaffected 
towards the government and who after all 
[are] unquestionably, on the average, the 
most efficient portion of the community, 
but against the tendency towards the prac¬ 
tical exclusion from the higher offices of 
the state of those portions of the com¬ 
munity, especially the Muhammadans and 
the Eurasians, who are least able to com¬ 
pete with the rest of the population in the 
severe struggle imposed by our examina¬ 
tion system. 

Accordingly, he wanted the government to 
make some allowance for the “inferior ef¬ 
ficiency” of Muslims and Eurasians, take 
up seriously the question of promoting a 
fair proportion of them to the rank of 
deputy tahsildars, tahsildars and district 
munsiffs. 

A third official expressed his view 
against the monopoly of any single caste: 
[W]hen an office consists largely of one 
caste... faults and even serious offences are 
concealed and members of other castes are 
shut out of employment. The first is bad 
for efficient administration and leads to 
corruption and the transfer of power from 
the hands in which it should lie to the 
hands of inferior public servants. The 
second... is unfair to the excluded com¬ 


munities and must create discontent 

among them. 

Stating that "there is always an ill- 
defined apprehension about what the 
future may have in store in the way of 
.sedition”, he stressed that like the class 
regiments to prevent collusion and detect 
seditious or mutinous coniplinciet, there 
was need for quasi-class estabiishmetits. 
He also noted that while in the higher 
ranks of public service there mast “always 
be a high preponderance of brahmins, 
since they are by far the most intellectual 
class, yet it is important to prevent that 
caste, or any other caste gaining a 
monopoly”. 

The BOR’s scrutiny of the state of af¬ 
fairs prompted by the Bombay missive 
again revealed the predominance of brah¬ 
mins: They held 57 to 76 per cent jobs in 
different departments, and about 69 per 
cent of all the jobs, though they were 
only about 3 per cent of the population 
(Table 3). 

in the light of this preponderance the 
BOR again asked all the departments to 
adhere to the BJiO. In view of the difficul¬ 
ty in getting qualified candidates, the chief 
presidency magistrate even proposed the 
creation of a recruitment bureau for dif¬ 
ferent grades and clas.ses of appointments, 
though the government dropped it as 
unfeasible (GO 1561 Public, Dumber 19, 
1912). 

Following the 1909-10 Morley-Minto 
reforms, the first major step towards In- 
dianisation of the administration, in 1911 
the government of India desired the pro¬ 
vincial government.s to secure in their ser¬ 
vices adequate representation of the 
various classes. On its part, the Madras 
government called for statistics from all 
heads of departments on the distribution 
of the various classes in public service. In 
that connection the BOR reported that it 
was scrutinising the annual lists of per¬ 
sons recommended by the collectors for 
posts of tahsildars and deputy tahsildars 
to check the preponderance of brahmins 
by securing suitable non-brahmins from 


TMJit 3: On-iciAis ii> Cash/(.' oMMU'NiTV. 1911 


Depart meni 

Brahmins 

Non-Brahmins 
No Per 
Cent 

M usiims 

No Per 
Cent 

Christians 

Ibial 

No 

Per 

Cent 

No 

Per 

Cent 

No 

Per 

Cent 

Revenue 

4106 

70.1 

1324 

22.6 

214 

3.7 

213 

3.6 

5857 

i00.0 

Judicial 

178 

62.7 

78 

27.5 

to 

3.5 

18 

63 

284 

100.0 

Salt. Abkari and 











customs 

613 

56.8 

284 

26.3 

45 

4.2 

138 

12.8 

1080 

100.0 

Public works 

397 

72.7 

88 

16.1 

8 

1.5 

53 

9.7 

546 

100.0 

Education 

440 

75.7 

56 

96 

32 

5.5 

53 

9.1 

581 

100.0 

Total 

5734 

68.7 

1830 

21.9 

309 

3.7 

475 

5,7 

8348 

100.0 

Population 


3.2 


87.4 


6.6 


2.8 


100.0 


Note Non-Brabmini include others (1.8 per cent); Christians include Europeans/Eurasians 
(0.1 per ccnil; populaSion a.s per 1911 Census. 

Soune: GO 1561 Public. December 19, 1912. 


Economic and Political Weekly July 31, 1993 




(Mher districts if the district did not have 
a sufficient number of them. It also men¬ 
tioned that having found in 1910 that 
brahmin preponderance was marked in 
some districts, it informed the district 
authorities that it would decline to place 
any more bridiniins on the list of such 
districts, unless the collectors had taken 
every possible means to find suitable non¬ 
brahmins for inclusion in the lists. 

However, the government’s scrutiny of 
the revenue establishment list corrected up 
to January I, 1911 revealed that in no less 
than 10 out of the 24 disiricLs the BSO was 
on that date apparently disregarded. Ex¬ 
pressing its lack of confidence in the care 
taken by the BOR to avoid the dangers 
arising from the concentration of an un¬ 
due number of posts in a district in the 
hands of a single caste or a single family, 
it advised the BOR to institute an enquiry 
in all districts (GO 1763 Revenue (Confi¬ 
dential), June 9, 1911). In a related GO it 
also declined to concur with the BOR that 
“differeni sects ol brahmins may safely 
be regarded... as constituting different 
castes”, and held that “[i]nspiie of the ex¬ 
istence of rivalries... there is reason to 
believe that they will unite in their 
opposition to the preferment of men of 
Other, and in [the BOR’s] view, lower 
castes”. Therefore, it insisted on maintain¬ 
ing as strictly as possible the rule that the 
men doing duty in the appointments of 
sheristadar and head clerk shall not be 
of the same caste (GO 2491 Revenue, 
August IS, 1911) 

In a note on provincial services 
prepared for the Royal Commission on 
Public Services, appointed in pursuance 
of the Morley-Minto reforms, the Madras 
government reported in 1913 that all the 
officers appointed after the competitive 
examinations of l893-9y were, with one 
exception, brahmin.s, that of the total 
deputy collectors in the presidency they 
accounted for 53 per cent in 18% and 55 
per cent in 1912, and that in the judicial 
branch in 1912, 15 (83.3 per cent) of the 
18 permanent sub- judges, and 93 (73.8 
per cent) of the 126 permanent district 
munsiffs were brahmins. Slating that as 
a consequence of their extraordinary abili¬ 
ty in passing examinations, it was prac¬ 
tically certain that they would always or 
at least for many years, obtain ail or near¬ 
ly all the appointments thrown open to 
competition, it observed that such a 
monopoly was not advantageous to the 
administration both because of the pre¬ 
ponderance of this one class and because, 
the large proportion of them recruited will 
leave it no opportunities for rendering 
justice to the other classes. Therefore, it 
recommended that the proportion of 
brahmins .shall not exceed 50 |ser cent (GO 
202 Public, Febfuary 12, 1913; also 


Arooran 1980: 37). 

Parallel to and reinforcing these efforts 
to reduce the representation of brahmins 
were those to increase that of Muslims. 

II 

Muslirm and British 
Administration 

The resentment of Muslims again.st 
their political dispossession by the British, 
their lack of social integration with non- 
Muslims, and failure to participate in 
English education and its material 
benefits, the belated British efforts to 
draw them into its patronage network, 
and other related issues have all been con¬ 
cerns of several works [Ahmed 1981; 
Coupland 1942; Hasan 1985; Hunter 
I872|. Suffice to say that though in 
Madras presidency, where Muslims were 
not too large a group and their sense of 
hurt, loss of pride, and discord with the 
Hindus were not too deep [cf McPherson 
I%9: 401], as a follow up to viceroy 
Mayo’s resolution of August 7, 1871 on 
Muslim education, in a memorandum of 
July 29, 1872, governor Hobart IsRd down 
what turned out to.be a major policy on 
Muslim education and employment for 
over the next four decades. 

Restating Mayo’s views, Hobart regret- 
led that Muslims should have passed, 
from intimate association with the British 
in the governance of territories they once 
ruled, into almost absolute political in¬ 
significance, and should have been 
superseded in that association by “races” 
whom they had subjugated and consi¬ 
dered very inferior to themselves. He saw 
this as injurious to the most vital interests 
of the empire, and reasoned thus: 

The exclusion of any class, by any other 
fault than its own, from political power 
to which other classes are admitted, and 
lor which it is not disqualified, is oppos¬ 
ed to the general principles of political 
.science. When the class excluded has a 
character and history such as of the 
Muslims, the temptation to disaffection 
and conspiracy against the state is ex¬ 
ceedingly strong. The state, in losing the 
services of Muslims, loses the services of 
men possessing some peculiar qualifica¬ 
tions for the business of government, 
which are probably more valuable than 
those possessed by the “races” which have 
supplanted them. One of the principal ob¬ 
jects of according Indians a participation 
in the governance of India is that th^ may 
be interested in its stability. This object is 
all the more important in the case of a 
class who.se power for good or evil is 
greater than that of any other in the 
country. 

Hobart attributed the Muslim aliena¬ 
tion to the long absence of the demand 


for Muslim functionaries in the depart¬ 
ments of the administration requiring 
legal knowledge, because of the replace¬ 
ment of Muslim law and the languages in 
which it was conveyed by English law and 
the English language throughout India; 
and to very few Muslims qualifying 
themselves for public service. He felt that 
the first cause was beyond the govern¬ 
ment’s control, while the second could be 
modified or removed. Accordingly, he 
considered the reasons which prevented 
Muslims from qualifying for public ser¬ 
vice. namely, their impression that the 
government was disinclined to admit them 
to public employment and their objection 
on religious or other grounds to its educa¬ 
tion, and how these could be eliminated. 
He explained that the impression of the 
Muslims about the government did not 
arise from any prejudice on its part, that 
qualified Hindus were more eager and 
ambitious aspirants to public emplc^ment 
than'qualified Muslims, and that the 
former usually presented themselves in the 
“van of the crowd of candidates”, while 
the latter were relegated to the background 
(GO 288 Education. October 7, 1872; 
Suntharalingam 1980: 254-56; also cf 
Ahmed 1981: 133-140). 

PRfcFfcRfcNTIAI. EMPlOYMtNI 

Hobart’s memorandum was followed 
up by a circular on his anxiety to see that 
Muslims participated in public service 
more proportionate to their numbers and 
intelligence, and that the claims of those 
Muslims who satisfied the prescribed tests 
should be specially considered when fill¬ 
ing up vacancies. The circular also called 
for statements of Muslims employed in 
various offices on salaries exceeding Rs 10 
a month, with the name of the person, his 
salary, and designation, vernacular langu¬ 
ages with which he was acquainted, nature 
of the tests passed, and any other desiraUe 
information [Saraswathi 1974: I07-8J. 

in the years since I8'’2 the government 
called for periodic reports from its of¬ 
ficials on the special efforts required for 
giving qualified Muslims a fair share of 
public employment. In keeping with the 
government of India’s directive following 
the recommendations of the 1882 Educa¬ 
tion Commission, in 1885 it also directed 
the accountant general to furnish on 
Septembet 15 every year details on the ex¬ 
tent of Muslim employment in govern¬ 
ment for inclusion in the annual MPARs 
(EP 507, August 14,1885). The PiRs also 
devoted a section to such details. 

The information obtained from these 
sources revealed the continuing under¬ 
representation of Muslims, and over¬ 
representation of b/ahmins: for a popula¬ 
tion of 6.4 po cent. Muslims 'were only 


■son 
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2.7 per cent of the offtciab in 1881, despite 
an increase of 12.5 per cent over the 
preceding decade. For a population of 3.7 
per cent, brahmins were 60.2 per cent and 
almost the same proportion as in 1872. 
Though by 1886 the representation of 
Muslims had increased it was mostly in 
posts on salaries not exceeding Rs 10 a 
month: In 1886 Muslim officials on 
salaries not exeeding and exceeding Rs 10 
were 24.6 per cent and 4.2 per cent respec¬ 
tively, whereas the corresponding figures 
for brahmins were S.2 and SS.I 
(11ible4)." 

Though the 1886 statistics dividing of¬ 
ficials into two salary categories of not 
exceeding and exceeding Rs 10 were insuf¬ 
ficient for ascertaining the distribution of 
appointments and the future returns were 
to show the number of each class employed 
in the various upper grades separately, the 
BOR again direr^ the coU^ors to in¬ 
troduce as many Muslims into public ser¬ 
vice, consistently with the effidettcy of their 
offices and the claims of the other classes 
(GO 12% Revenue, March 1, 1887). 

EDUCATIONAI ADVAN<'feMKI>n 

Meanwhile, the government was also 
monitoring its policy .since 1872 on Muslim 
education. The MPAR observed in 1871-72 
as of “deserving note” that a Muslim ob¬ 
tained the BA degree for the first time in 
the history of Madras Univmity, in 1877- 
78 that in matriculation the advance was 
most, marked among Muslims, and in 
1887-88 again as of “deserving note'’ that 
anothei Muslim obtained the BA degree; 
while the PIR observed in 1887-88 that few 
things were more enoruraging in the history 
of education in the presidency than the ap¬ 
preciable advance Muslim education was 
making year after year. 

These observations were not without ex- 
aggeraton: For a po|Hilation of 6.4 per cent, 
Muslims were only 1.8 per cent of the total 
matriculates from 18S8 to 1890,0.9 per cent 
of the total Arts and professional graduates 
from 1861 to 1890, arid 1.5 per cent and 3.8 
per cent of the total students in 1891 under 
higher and secondary education respectively. 
In contrast, for a population of 3.7 per cent, 
the corresponding figures for brahntins were 
60.2,66.6,66.5 and 42.5. Though nowhere 
near brahmins, it was only in primary 
education that Muslim representation was 
close to thdr population percentage 

In a numerical sense, however, the 
observations were not without signi¬ 
ficance, especially since the 1890s: While 
Muslims had only 503 matriculates and 
21 Arts and professional graduates over 
the preceding three decades, the corres¬ 
ponding additions were tv 248/56,462/76, 
and 978/59 during the years 1891-1900, 
1901-10, and 1911-16 respectively. This in-¬ 


crease was mainly a reflection of that in 
the numberjof students untkr higher and 
secondary education, from 57/1275 in 
1891, to 87/2353 in 1901, to 103/5519 in 
1911, to 200/7114 in 1916 (Tables 5-7), that 
is. just on the eve of the launching of the 
non-brahmin movement. 

This numerical increase led to the emer¬ 
gence of an incipient class of English 
educated Muslims in south India, who, as 
Suntharalingam has observed, were either 
absorbed into the administration oi 
became lawyers, doctors, journalists, oi 
teachers [Suniharaiingam 1980: 2561. 
class had linkages with similar classes in 
the rest of India, through migration of 
wealthy and well-educated professionals, 
as for instance, from Calcutta to Madras; 
oiganisations like the National Muham¬ 
madan Association founded in Calcutta 
in 1878 for drawing government’s atten¬ 
tion to the socio-educational needs of the 
privileged Muslims (Ahmed 1981: 36-37); 
all-India Muslim educational conferences, 
themselves a part of educated Muslims’ 
efforts to mobilise public opinion for theii 
action programmes [Ahmed 1981: 152]; 
and the British perception of Indian 
Muslims as an all-India ensemble as 
reflected in its educational and employ¬ 
ment policies since the 1870s. Such linka¬ 
ges gave this new class a semblance of 
pan- Indian identity, especially in the face 
of an emergent Hindu nationalism through 
all-India and provincial organisations like 
the Indian Nationai Congress and the 
Madias Mahajana Sabha which heighten¬ 
ed the consciousness of educated Muslims 


of then own poUtiod efTeiencss and minori¬ 
ty status [Suntharalingam 1980: 253-256). 

Though not very effective in leadership 
and mobilisation, this class tried to ar*. 
ticulate the aspirations of the Muslim 
community. Numerous associations were 
formed for ihis purpose, often with over¬ 
lapping objectives and the same persona¬ 
lities. OI these at least five deserve men¬ 
tion here: 

First, the Anjuman-i-lslamiah of 
Madras founded in 1876 for remitting 
money through the lUrkish Relief Fund 
launched for helping the Muslim brethren 
in Turkey, embattled by the 1877 Russian 
aggression. After its dormancy for a while 
following the termination of the war in 
1878, its activities since 1881 centred on 
regional issues like ventilating the grie¬ 
vances of Muslims, reforming the castorm 
and usages detrimental to their progress, 
and establishing good fellowship among 
them and with other communities. Accor¬ 
ding to Suntharalingam, by July 1884 the 
Anjuman had about 500 members on its 
rolls, two schools to educate Muslim 
youth up to the middle level, and an Urdu 
paper, Utifaq. Second, the Madra.s braiKh 
of the Central National Muhammadan 
Association formed in 1883 as a “proper 
channel" foi Muslims to communicate 
with the government and for the socio¬ 
political and intellectual improvement of 
the community. Third, the Board of 
Muhammadan Education in the same 
year for maintaining a boarding house at¬ 
tached to the Madra$a-i-Azam for the 
secular and religious education of at least 


fABlt 4: OflKIM.SBV SAIARY ANOCASlr/COMMUNItV 


Salary/Year B rahmin s Other Hindus ^i)!r!****n*. 



No 

Per 

Cent 

No 

Per 

Cent 

No 

Per 

Cent 

No 

Per 

Cent 

No 

Per 

Cent 

Rs 10 or less 











1872 

62 

32.0 

118 

60.8 

4 

2 1 

10 

52 

194 

100.0 

1881 

72 

36.9 

109 

55,9 

6 

3 1 

8 

4 1 

195 

100.0 

1886 

649 

5.2 

8531 

68.1 

3081 

24.6 

268 

2 1 

12529 

100.0 

Above Rs 10 











1872 

3105 

62.6 

1479 

29.8 

122 

2.5 

257 

5.2 

4%3 

100.0 

1881 

3168 

61.1 

1623 

31.3 

139 

2.7 

255 

4.9 

5185 

100.0 

1886 

3517 

55.1 

2078 

32.6 

265 

4.2 

522 

8.2 

6382 

100.0 

Rs 11 to 49 











1872 

2583 

64.1 

1212 

30.1 

97 

2.4 

140 

3.5 

4032 

100.0 

1881 

2623 

62.1 

1337 

316 

117 

2.8 

150 

3.5 

4227 

100.0 

Rs 50 to 149 











1872 

398 

57.1 

1% 

28.1 

22 

3.2 

81 

11.6 

697 

100.0 

1881 

407 

56.5 

220 

30.6 

19 

2.6 

74 

10.3 

720 

100.0 

Rs 150^ 











1872 

124 

53 0 

7! 

30.3 

3 

1.3 

36 

154 

234 

100.0 

1881 

138 

58.0 

66 

27,7 

3 

1.3 

31 

13 0 

238 

100.0 

Total 











1872 

3167 

61.4 

1597 

31.0 

126 

2.4 

267 

5.2 

5157 

100.0 

1881 

.3240 

60.2 

1732 

32.2 

145 

2.7 

263 

4.9 

5380 

100.0 

1886 

4166 

22.0 

10609 

56.1 

3346 

17.7 

790 

4.2 

18911 

100.0 

Population 











1871 


.t.5 


88.9 


59 


1.7 


100.0 

1881 


37 


88.0 


64 


1.9 


100.0 


Note : Other Hindus inrinde Buddhisis/Jams; Christians include kuropeans/burasians. 
Sources-. BKP 1318, May 1883: GO 12% Revenue, March I. 1887. 
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200 Rodent Muslims at a time. Fourth, 
the Anjuman-i-Mufidi-Ahla-i- Islam esta¬ 
blished in 1884 for furthering the interests 
of the Muslims by approaching the 
government on matters affecting their 
rights and privileges, and promoting their 
loyalty and attachment to the government 
and the throne. It was managing a tech¬ 
nical school and a workshop, and since 
1903 was in receipt of an yearly grant of 
R.S 5,000 from the government. Fifth, the 
Central Mahomedan Association launch¬ 
ed in 1886 at the iastance of C D Maclean, 
collector of sea customs and chairman of 
the Mahomedan educational endowment 
fund for unifying other Muslim associ¬ 
ations. 

. Humayun Jah Bahadur'^ was presi¬ 
dent, and Mahomed Abdulla Badsha, a 
wealthy merchant, was treasurer of the 
first and second; Mir Ansaruddin, presi¬ 
dency magistrate, and Mohamed Ishak, 
assistant government agent at Chepauk 
(Madras), were vice-presidents of the se¬ 
cond; Ahmad Mohidin, a member of the 
prince of Arcot's staff, Syed Abdur 
Rahman, a Bengal Muslim qualified as 
barrister in England and practising in the 
Madras High Court, and Mohidin Sheriff, 
a doctor at a Triplicane (Madras) hospital 
were secretaries of the first, second, and 
third; governor Wcnlock was patron, and 
prince of Arcot was vice-patron of the 
fourth; and Lt Col TO Underwood, 
l^ymaster, Carnatic Stipends, was presi¬ 
dent, and Syed Mahomed Nizamuddin, a 
lawyer of the Madras High Court, was 
secretary of the fifth [Radhakrishnan 
1990: 512, SI9; Saraswathi 1974: 126; Sun- 
tharalingam 1980: 250-53*, Educational 
OOs 480 of July 7, 1893, and 977 of Oc¬ 
tober 25. I9l3j. 

The articulation by these and other 
associations, often limited to government 
patronage, was through the provincial 
councils, Muslim press, petitions and 
memorials. 

PROVlNCiAL COUNCIt S 

Of these, the provincial council started 
in 1862 under the 1861 Indian Councils 
Act. was probably the least effective. In 
the transactions of the council the 
nominated members, far outweighed by 
officials, had hardly any say, and the 
nominations were innocuous “honours" 
Haunted by some of the local notables on 
whom the governor fancied to confer 
them. The meetings were also few and far 
between, not exceeding a do/en times a 
year, arbitrarily convened by the governor 
(Krishnaswamy 1989: 2-7; Markandan 
1964: 12-13). The observation of the 
Madras Almanac that during Humayun 
Jah Bahadur’s long tenure in the council 
from 1867 till his death in 1893 it could 


hardly remember a single occasion when 
he took an active part in its promdings 
[Markandan' 1964: 12], echoes the 
hollowness of such nominations. 

Though the 1892 Act was an improve¬ 
ment over the 1861 Act, the provincial 
council under it was still a far cry fiom 
a representative institution, and interpella¬ 
tions by Muslim nominees were few and 
far between. Some exceptions were those 
by Vellore Mohamed Sheriff in 1896-97, 
and Gulam Mohamed Sahib Bahadur in 
1898-99 [Markandan 1964; 88-90]. Depen¬ 
ding on its expediency the government ex¬ 
plained its action in response to certain 
interpellations such as on Muslim educa¬ 
tion and employment; and declined to 
comply with certain others such as for 
reservation in public service for qualified 
Muslims, for inquiring iitto individual 
claims of Muslim graduates for advance¬ 
ment in higher ranks, and for appoint¬ 
ment of a committee of members of 
leading Muslim associations in Madras to 
report upon Muslim employment. Inter¬ 
pellations which embarrassed the govern¬ 
ment were invariably disallowed." 

Muslim pRtss 

The Muslim press was relatively more 
effective. In 1887 the Central Muham¬ 


madan Association, Madras presicten^, 
made two suggestions for securing larger 
employment of qualified Muslims in 
public service. One was the preparation of 
a list of Muslims seeking employment in 
government service The government ad¬ 
vised the Association that it would fur¬ 
ther its cause by preparing the list itself 
and forwarding directly to the heads of 
departments. The other was for furnishing 
information of vacancies to the editor of 
Muslim Herald for free publication. 
The government commended this to the 
heads of departments (GO 677 Education, 
December 7, 1887). 

A decade later the editor of Muham¬ 
madan brought to the government’s notice 
that though the Muslim Herald had 
agreed to publish free ail advertisements 
for Muslim candidates, the matter was 
dropped after a while. He felt that though 
heads of departments might have been in¬ 
clined to comply with government orders, 
want of information about qualified 
hands was coming in the way. In view of 
this, he also offered to publish free all 
advertisements requiring Muslim candi¬ 
dates. The'government commended this 
also to the heads of departments (GO 100 
Public, February 4, 1897). 

Shortly thence, the Muhammadan of 
March II and 14,1901 made a furore over 


Tabu 3; Mairicui aiis by C'Asre/CoMMUNiry 


Casle/Communily 

1858- 

1870 

1871- 

1880 

1881- 

1890 

1891- 

1900 

1901- 

1910 

1911- 

1916 

Total 

Hrahmms 

1385 

4937 

10453 

9182 

16038 

18085 

60080 


33.5 

61 3 

60.6 

64.9 

65.3 

60.6 

62.3 

Other Hindus 

624 

1910 

4176 

2869 

5389 

7643 

22611 


24.1 

23.7 

24.2 

20,3 

22.0 

25.6 

23.5 

Muslims 

41 

119 

343 

248 

462 

978 

2191 


1.6 

1.5 

2.0 

1.8 

t.9 

3.3 

2.3 

Christians 

540 

1086 

2244 

1810 

2636 

3109 

11425 


20.8 

13.5 

13.0 

12.8 

10.7 

10.4 

11.9 

Others 

_ 

1 

27 

29 

24 

24 

105 


— 

0.0 

0.2 

0.2 

0.1 

O.S 

0.1 

Total 

2590 

8053 

17243 

14138 

24549 

29839 

96412 


100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


Note : Christians include Europcans/Eurasians. Ihble excludes figures for 1904-1905. 
Sounes: Tabulated from the University of Madras, Calendar for 1922; COM 1874: 195. 


Tabi I 6; Arts aijd Prcwessionai GRAUUAxrs by Castl/Community'* 


Casie/Community 

1861- 

1870 

1871- 

1880 

1881- 

1890 

1891- 

1900 

1901- 

1910 

1911- 

1916 

Total 

Brahmins 

36 

298 

1197 

3565 

4568 

4365 

14029 


58 1 

63.3 

67.8 

70.5 

71.4 

65.7 

68.8 

Other Hindus 

9 

81 

352 

910 

1173 

1512 

4037 


14.5 

17.2 

19.9 

18.0 

18.3 

22.8 

19.8 

Muslims 

— 

1 

20 

56 

76 

59 

212 


— 

0.2 

t.l 

1.1 

1.2 

0.9 

1.0 

Christians 

17 

89 

191 

524 

569 

703 

2093 


27.4 

18.9 

10.8 

10.4 

8.9 

10.6 

10.3 

Others 

— 

2 

5 

4 

10 

, 6 

27 

, 

_ 

0.4 

0.3 

0.1 

0.2 

0.1 

O.i 

Total 

62 

471 

1765 

5059 

63% 

6645 

20398 


100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


.Vorc ' Christians include Europcans/Eurasians. 

Source. Tabulated from the University of Madras, Calendar foi 1922. 
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a suggestion to withdraw all concessions 
to the Muslims. The suggestion was by 
Rev E Sell, chairman of the executive 
committee of the council of aided educa- 
tion, Madras presidency, made at the 
anniversary of Harris High School, 
Mangalore. Speaking geneially. Sell aver¬ 
red, he could not see any in4>rovcmcnt in 
Muslim education, that too despite very 
special and peculiar privileges, and called 
for the most earnest attention of the 
leaders of the Muslim community. In that 
context he observed that "[a] favoured 
class is apt to become a lethargic one^’ and 
as such “the quickest method of rousing 
their interest and energy would be to 
abolish all special concessions and privi¬ 
leges”. 

Condemning Sell’s suggestion, in a 
memorial to t he governor the Muslims of 
Mangalore town pleaded that the time to 
accept it had not come, that their younger 
generation deserved some more conces¬ 
sions as a “backward class", and that 
those already granted were inadequate and 
unequal to what their Hindu brethren 
were enjoying since the organisation of 
public service. Their spedhe requests were 
for some suitable Anglo-Hindustani 
schools with superior management and 
low fee for the education of the Muslims 
of Mangalore district, and to confer on 
them some responsible posts such as of 
deputy collector and lahsUdar. In view of 
what it felt as too many concessions 
already offered, the government declined 
to do anything more (GOs 37 Education, 
January 27,1900; SS2 Education, Septenn- 
ber 30. 1901). 

Petitions and Memoriai.s 

Of all the means of Muslim articula¬ 
tion petitions and memocials were the 
most effective. Of these only a few are 
discussed here. 

At the all-India level, in an 1882 memo¬ 
rial to viceroy Ripon, which the Educa¬ 
tion Commission of that year reported as 
by far the most important of all the 
memorials from Muslims (GOI 1883: 
496-97), the National (redesignated as 
“Central National” since 1883) Muham¬ 
madan Association, one of the most ef¬ 
fective Muslim political pressure groups 
of the late 19th century (Ahmed 1981: 163- 
64), deplored the “decayed” position of 
Indian Muslims and the circumstances 
which prolonged it. These, according to 
the memorial, were the substitution of 
Persian with ^glish or the vernacular as 
the official language; resur^ption during 
1828-46 of the revenue free grants which 
under the Muslim rule were generally 
made to men of learning for charitable 
and pious purposes, and the 1864 order 
that English alone should be the language 


of examination for the more coveted ap¬ 
pointments in the subordinate civil service. 
Of the poor representation of Muslims in 
public service it observed: 

It has been to no purpose,., that for the 
last twenty years the Musalmans have 
made strenuous efforts to qualify them¬ 
selves to enter the lists successfully with 
the Hindus, for, with every avenue to 
public employment already jealously 
blocked by members of a different race, 
it is almost impmsible fot a Muhammadan 
candidate to obtain a fooling in any 
government office. The various orders, 
issued from time to time, that a proper 
regard should be paid to the claims of 
Musalmans had practically became inope¬ 
rative |GOI 1883: 497). 

This memorial was fully reported upon by 
the provincial governments and discussed 
by the Education Commission (GO 507 
Education, August 14, 1885). As Ripon 
left India before he could deal with it, his 
successor, Uufferin, after considering it 
and other related material, reaffirmed his 
“lively interest” in the advancement and 
well-being of the Muslim community in 
India, and laid down the foDowing policy: 
It IS the earnest desire of the supreme 
government to treat all classes of her ma¬ 
jesty’s subjects in India with absolute im¬ 
partiality, and see all alike benefiting by 
the protection, the patronage and the 
assistance of the suite (GO 507 Education, 
August 14, 1885). 


In an 1888 rocmoiial, recalling the one 
of 1882, the association again drew the at¬ 
tention of the viceroy to the difficulties 
under which Muslims generally laboured 
in obtaining a just recognition of their 
claims to a proper share of government 
patronage, despite government’s repeated 
expre.vtion of goodwill. Forwarding a copy 
of this nicmorial to the Madras govern- 
mcivt, the gorernment of India reaffirmed 
its policy laid down in 1885 (GO 577 
Education, September 27, 1888; 57 Educa¬ 
tion, fiebruaiy 1, 1889).'* 

At the regional level, an 1886 petition 
by the Anjuman-i-lslam of Salem called 
tor conferring on Muslims the newly sanc¬ 
tioned appointments of income tax clerks 
in the collectoratcs, their divisional of¬ 
fices, etc. The government replied that it 
had decided to employ only men from the 
permanent establishment for income tax 
work, and that in filling up the temporary 
vacancies thus created due consideration 
will be given to the orders already issued 
regarding Muslim employment. At the 
same time, it ordered the preparation in 
all departments of statements of the en¬ 
tire number of officials from the highest 
to the lowest grades employed m public 
service under the classes brahmins, other 
Hindus, Muhammadans, native Chris¬ 
tians, and Europcans/Eurasians. Officials 
who.se salary did not exceed Rs 10 a 
month were to be shown separately, while 


Tabu 7: Scmoiarsby CA.sii/C’oMMUNnY ANi>SrA(.>r or Instriktion*’ 


Stage/Year 

Brahmins 

Other 

Hindus 

Pancha- 

mas 

Muslims 

Chris¬ 

tians 

Olhert 

Total 

Higher 

1891 

2961 

992 


67 

417 

13 

4450 


66.5 

22.3 

— 

1.5 

9.4 

0.3 

100.0 

1901 

3207 

798 

5 

87 

405 

5 

4307 


71,2 

17.7 

0.1 

1.9 

9.0 

0.1 

100.0 

1911 

4012 

1121 

— 

103 

559 

6 

5801 


69.2 

19.3 

— 

1.8 

9.6 

0.1 

100.0 

1916 

6432 

1956 

2 

200 

%2 

13 

9565 


67.2 

20.4 

0.0 

2.1 

10.1 

0.1 

iOO.O 

Secondai y 

1891 

I42S4 

10919 

313 

1275 

6667 

128 

33556 


42.5 

32 5 

0.9 

38 

19.9 

0.4 

100.0 

1901 

26961 

19723 

255 

235.3 

10095 

49 

59436 


4J.4 

33.2 

0.4 

4.0 

17.0 

0.1 

100.0 

1911 

45124 

40544 

280 

5519 

18712 

157 

110336 


40.9 

36,7 

0.3 

5.0 

17,0 

0.1 

100.0 

1916 

S9I33 

59546 

724 

7114 

23074 

301 

149892 


39.5 

39.7 

0.5 

4.7 

15.4 

0.2 

100.0 

Primary 

1891 

73433 

376832 

21420 

65598 

48912 

1363 

587558 


I2.S 

64.1 

3.6 

11.2 

8.3 

0.2 

100.0 

1901 

73399 

417199 

S2II8 

69281 

56007 

3542 

671546 


10.9 

62.1 

7.8 

10.3 

8.3 

0.5 

IOO.O 

1911 

93813 

675859 

71737 

97396 

82851 

7394 

1029050 


9.1 

65 7 

70 

9.5 

8.1 

0.7 

100.0 

1916 

109333 

902072 

119628 

129576 

95347 

8865 

1364821 


8.0 

66.1 

8.8 

9.5 

7.0 

0.6 

100.0 

Population 

3.2 

70.2 

16.4 

6.3 

2.4 

1.4 

IOO.O 


Note : Scholars in number and percentage. Christians include Europeans/Eurasians. Others 
include “aboriginrs” and unspecifi^ groups. Eapulaiion perceniages as per 1891 Census. 
Source: liibulaied from the PIRs of the respective years. 
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ntenud and inferior servants like 'punkah* 
(fan) pullers, scavengers, and members of 
the police and village establishments were 
to be excluded (see GOs 43 Education, 
January 30,1883; 3433 Revenue, June 10, 
1886; and 415 Education, July I, 1886). 
The statistics available from these and 
related returns have already been discuss¬ 
ed in the context of Table 4. 

The December 1901 Muhammadan 
Educational Conference of Southern 
India passed a resolution for recognition 
of Hindustani as an official language in 
departmental examinations on the ground 
that its exclusion from the list of recognis¬ 
ed languages was operating against the 
Muslims who wished to enter government 
service. The resolution was forwarded to 
the governmment by the president of the 
Muhammadan Educational Association 
of Southern India (GO 645 Education, 
October 17, 1902). 

A 1907 address to the viceroy by the 
Aiijuman-i-Mufid-i-Ahla-i-lslam, the 
Muhammadan Educational Association 
of Southern India, and the Madras presi¬ 
dency Muslim League started in 1908 as 
the provincial branch of the All-India 
Muslim League founded in 1906 
{McPherson 1969: 387; also GO 977 
Education, October 25,1913], represented 
that one of the questions in which 
Muslims like other Indian communities 
feh keenly interested concerned their posi¬ 
tion in government service Stating that 
the status of the Muslims was no 
means such as to satisfy their legitimate 
expectatiorts, it pointed out that there were 
several properly qualified yoking men who 
could not find suitable openings (GO 263 
Public, April 3. 1907). 

Prompted by this address the Madras 
government considered from various 
angles the measures taken since 1872 for 
Muslim advancement. Finding that 
Muslims held 14.1 per cent of all the posts 
in superior service in 1907-08, it observed 
that they could not complain of not hav¬ 
ing a fair share of such posts. However, 
since superior service included a large 
number of ill- paid posts, the statistics 
also showed that they had considerably 
less than their proportionate share of 
higher appointments: The percentages of 
appointments held by them on yearly 
salaries of Rs 250-500, Rs 500-1,000, 
Rs 1.000-2,500. Rs 2,500-5,000, and 
Rs 5,000 and above were 4.7,4.3, 5.4,4.1, 
and 1.2 respectively. To bring out this in¬ 
adequacy more clearly the government 
argu^ that out of a 100 posts arith¬ 
metically due to them they held only 73 
on salaries of Rs 250-500, 67 on 
Rs 500-1,000. 84 on Rs 1,000- 2,500,63 on 
Rs 2,500-5.000. and 18 on Rs 5,000 and 
above. However, it also noted that this 
arithmetical inadequat^y was not for want 


of official favour, and showed that the 
figures available of those qualified and 
those holding appointments as deputy 
collectors, tahsildars and deputy tahsildars 
pointed to the conclusion that Muslims 
were specially favoured (GO 263 Public, 
April 3. 1907). 

In petitions and representations in the 
contoit of the Morley-Minto reforms, the 
Madras presidency Muslim League in¬ 
sisted on conferring on Muslims the right 
to choose their own representatives in the 
provincial council through election instead 
of nomination, and for Muslim represen¬ 
tation on the imperial council. The 
government conceded to these demands 
(sec Public GOs 379 of June 2, and 565 
of August 6, 1909; 1-2 of January 3, and 
78-79 of January 26. 1910). 

The December 1910 All-India Muham¬ 
madan Anglo-Oriental Educational Con¬ 
ference held at Nagpur forwarded a copy 
to the Madras government of its resolu¬ 
tion for fixing a suitable number of 
Muslim students in all classes of schools 
and colleges. As there were then no cases 
of rejection of Muslim students, the 
government did not find it necessary to 
fix their number. However, when the 
Muhammadan Educational Association 
of Southern India forwarded a similar 
resolution in September 1916, the govern¬ 
ment consider^ it impracticable. Its 
reasoning was that even if the colleges 
were induced to set apart a few seats for 
Muslims, Muslim students may not always 
avail themselves of such seats, in which 
case students of other communities who 
would have otherwise been admitted 
would be inconvenienced (see Educational 
GOs 397 of June 21. 1911, and 329 of 
Match 10. 1917). Buttressing the British 
policies towards brahmins and Muslims 
were the pressures from non-brahmin 
Hindus. 

ill 

Non-Brahmin Pressures and 
British Response 

In fact, from almost the beginning of 
British rule non-brahmin Hindus were 
protesting against brahmin dominance. 
An 1840 petition by 32 Rinchalar'^ from 
Salem blamed the East India Company 
for succumbing to the wiliness of brah¬ 
mins by, among other things, conferring 
on them all the responsible public offices, 
and prayed for employment of all classes 
of men alike without distinction {Bower 
1851: 91-95). Similar petitions of the 
subsequent years, though sporadic to 
begin with, gathered momentum towards 
the close of the 19th century. 

One group persistent in its demands 
prior to the non-brahmin movement was 
the Oriyas (also Uriyas). An 1891 memo¬ 


rial by K Adinarayan, K Ramamurti, and 
127 other “principal members” of the 
Vizagpatam district Oriya Samaj stated 
that the absence of their “class” in the 
several offices even to give information of 
any vacancies, and the presence of all the 
head ministerial officers from a different 
sect having no “patriotism” towards them, 
made it difficult for them to get govern¬ 
ment employment. It also stated that 
government orders on distribution of ap¬ 
pointments equally among all classes were 
not adhered to; and that due to the 
“unemployed... and beggarly condition” 
of the few matriculates among the Oriyas 
with no hope of finding employment, 
parents were persuading their children to 
discontinue their education. Citing the 
patronage offered to Muslims they sought 
preference in government employment 
particularly in the Ganjam-Vizagpatam 
districts and the agency tracts. 

Responding to the memorial, the 
government furnished a list of qualified 
Oriyas (14 names submitted by the DPI) 
to the collectors, district judges and some 
other officials, for consideration when 
filling up vacancies; and informed the 
memorialists accordingly (GO 521 Educa¬ 
tion, July 9, 1891). 

Referring to a GO of October 1906 for 
preferring better candidates to certain 
qualified Oriyas, in a letter of the same 
month the Ganjam district Oriya Samaj 
pleaded that though the British policy was 
to distribute its patronage among the dif¬ 
ferent “races” of India, as a result of this 
GO “the advanced races may always carry 
the day and a backward race like the 
Uriyas must go to the wall”, and that the 
required qualifications for public service 
being equal, such a system is “calculated 
to unduly handicap the progress of the 
backward races and give an undue advan¬ 
tage to the advanced races”. It suggested 
nomination of Oriyas for fair representa¬ 
tion in the administration of the district. 
The government expressed its inability to 
do so on the ground that it would dis¬ 
regard the prescribed qualifications for 
appointments in superior service (GO 217 
Judicial, January 31, 1907). 

Persisting with its claim, in May 1907 
the Samaj pointed out that government 
orders for giving preference to Oriyas in 
the Oriya speaking tracts were alwayx 
overlooked, and requested for reservation 
of a certain proportion of the magisterial 
and other high appointmeitts in the dist¬ 
rict “as a means of preventing monopoly 
of loaves and fishes of the state by the ad- 
vaxteed races” While rejecting the request, 
the government suted that steps will be 
taken to employ educated Oriyas as far as 
possible, and conveyed the same to the 
agent to the governor in the .Ganjam 
district (GO 1161 Judicial. June 27. ISO?). 
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In a similar address in 1913 the Samaj 
pointed out that Oriyas were not being ap¬ 
pointed to higher posts in the provincial 
civil service and special services such as 
of deputy collector. munsifT, and deputy 
superintendent/circie inspector or police, 
and reiterated its demand for nomination 
of some qualified Oriyas to these posts. 
Stating that of the nine new names for 
deputy collectors eight were brahmins, in 
a note on the address A G Cardew, 
revenue secretary, asked the BOR to sub¬ 
mit some additional names, all of non- 
biahmins, and advised it to have one-third 
of its fresh recommendations each year 
from non-brahmins. The government’s 
reply to the Samaj was that it was ready 
to do all in its power to encourage Oriyas 
in public service when possible to do so 
(GO 22 Public, January 5, 1914). 

A brief look at some of the other peti¬ 
tions and memorials of this period should 
give a better idea of the non-brahmin 
perception of themselves, of brahmins, 
brahmin dominance, and the British 
administration: 

An 1896 petition by T Tiruvengaia 
Mudaliar and 14 others, on their own 
behalf and purportedly also on behalf of 
the "dumb masses” of Anantapur district, 
deplored that the composition of the per¬ 
sonnel of the district was against the letter 
and spirit of the “wholesome'’ BSO which 
was often violated with impunity. It also 
stated that the pernicious control of vir¬ 
tually all the public offices in the distria 
by a "family coach” under the guidance 
of huzur sheristadar Seshagiri Rao was a 
crying evil, disastrous to' public interest 
and dispiriting to the peoplq and that col¬ 
lectors as a class did not trouble them¬ 
selves to look below the surface and ap¬ 
pointed officials on the advice and infor¬ 
mation given by the sheristadar. It urged 
the governor to remedy the evil by, as a 
first step, thuisferring the sheristadar to 
some <Wher district. Acting on this peti¬ 
tion, the BOR asked the collector to 
furnish a list of the relations of the 
sheristadar (GO 4282 Revenue (Confiden¬ 
tial), October 30, 1896). 

While on this petition it may be rele¬ 
vant to note the following statement of the 
education commission drawing upon its 
Madras report: 

(T]he children of peasants (read non- 
brahmin Hindus) have no special provi¬ 
sion made for their education in middle 
schools, and take no advantage of these 
institutions. The only public service ex¬ 
amination in Madras is the middle school 
examination, and theiefoie the door to the 
public service is dosed against the peasant 
proprietary (GOI 1883: 144]. 

This educational backwardness is clear¬ 
ly evident from Thbles S-7: For a popula¬ 
tion of 86.6 per cent, non-brahmin Hin¬ 


dus (including paraiyas and kindred 
classes alias panchamas or the present 
scheduled castes who had not then emerg¬ 
ed as a separate category) accounted for 
only 23.5 per cent of the total matii- 
culates, and 19.8 per cent of the total aru 
and professional graduates from 1858-61 
to 1916, and 20.4 per cent and 40.2 per 
cent of the total students in 1916 under 
higher and secondary education respec¬ 
tively. Even in primary education their 
represenution (74.9 per cent) was below 
their population percentage. 

The education commission had observ¬ 
ed in the context of this backwardness that 
“(tjhc most cfficaciou.s of ail en¬ 
couragements to the spread of education 
is that supplied by the bestowal of public 
appointments upon educated candidates”, 
and that "(u)nfortunately no lever for 
raising education is less systematically ap¬ 
plied”. This observation is also borne out 
by the statistics collected by the govern¬ 
ment in 1872, 1881, and 1886, in the con¬ 
text of Muslim employment. The repre¬ 
sentation of non-brahmin Hindus was 
only about 32 per cent in 1881, and had 
increased only by 4 per cent since the 
preceding decade. Though by 1886 it had 
increased considerably, it was mostly In 
posts on salaries of Rs 10 or less: In 1886 
non-brahmin Hindus were 68.2 per cent 
of the total officials on salaries of Rs 10 
or less, and 33 per cent on salaries ex¬ 
ceeding Rs 10 (Table 4). Reviewing the 
statistics in 1887 the BOR noted that in 
the disproportionate distribution of 
employment non-brahmin Hindus were 
the worst sufferers: 

These have suffered from no scholastic 
disadvantages in having to learn through 
the medium of a foreign language, and 
their disparity Ic brahmins must be at¬ 
tributed in pan to their not having yet 
oveitaken the great lead which centuries 
of past education has naturally given to 
the brahmin, and in part to their largely 
embracing the agricultural classes, which 
will never enter the competition to any 
great extent. 

Accordingly, it drew the attention of the 
collectors to the proportion of offices 
which on a representative basis should be 
held by each class, mentioning at the same 
lime that representative proportion cannot 
be rigidly imposed at once without injury 
to offices, and can only be approached to 
in the course of years (GO 1296 Revenue, 
March 1, 1887). 

An 1897 memorial by the Viswakulo- 
tharana Association, Madras,'" submit¬ 
ting to the gorernor its "Kammala Con¬ 
dition Amelioration Bill” made the 
following observations: 

Kammalas constitute not less than one- 
tenth of the total presidency population, 
but have no seal in the legislative coun¬ 


cil. “[T)o accord to them one U to 
secure them an agency to watch their in¬ 
terests; develop them in different direc¬ 
tions, and establish a good lojal power out 
of the forces within the race”. The exclu¬ 
sion of the country’s vernaculars from the 
work of administration has affected the 
progress oi all classes ot the people. As 
even the commonest nail is imported, the 
Kammalas who were the suppliers of aD 
the local wants are placed in acute pover¬ 
ty. They are most deplorably backward in 
education, and require stipends as a 
necessary incentive for education until 
they receive a due share of public appoint¬ 
ments; and special schools like the ones 
for Muslims and pariahs. High educa¬ 
tional qualifications though not needed 
for ordinary office routine are_ yet 
demanded universally; examination rules 
prescribing such qualifications, the age 
bar. and prohibitive school and college 
fees deter the disabled classes from com¬ 
peting with the predominant class, and are 
a pater't obstruction to the free growth of 
all the interests concerned. Inability of the 
few qualified Kammalas to obtain decent 
situations in public service has nipped in 
the bud the hope of the community’s 
future in a matter of vital consequence to 
its rise. Each class has its "sacr^ right” 
to a share in pqblic service. In the Accoun¬ 
tant General’s office out of every 14 can¬ 
didates selected ten are brahmins, and 
nepotism and intrigue are in full play. 
Its most eloquent expression was its 
resentment against brahmin prepon¬ 
derance: 

One class, by undue preponderance in the 
public service absorbs the vast resources 
coming from the sweat of all classes and 
set apart for that service; (his places it in 
a position to educate itself, and it again 
absorbs such o (her resources of the coun¬ 
try, set apart for public instruction. Public 
monies are thu s doubly locked up and, for 
want of legitimate use, fail to exert (heir 
i^encrating influences on all the ctm- 
tributing classes (GOs 970-71 Public, 
July 20, 1897). 

In 1902 the Acharis (Kammalar) of Tin- 
nevelly district pointed out that public ser¬ 
vice was fully and sfcilfulh’ shut out to 
them through the particular and peculiar 
revenging spite of the brahmins, and that 
surrounded by them the British officials 
were being entirely misled (GO 112 Educa¬ 
tion, March II, 1903). 

A 1910 memorial of the “teading 
representatives” of the Lingayat com¬ 
munity and of the all-India fifth Lingayat 
conference held at Bcllary in Decem^r 
1909, submitted to the government by 
M Basava iya. High Court vakil. Beliary, 
observed with “extreme regret” the 
specially backward condition of the 
lingayats in English education and 
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representation in public service. The 
memorial requested the gcwernment to en¬ 
courage and improve their education, 
offer concessions, and appoint them in 
responsible positions in the revenue, 
judicial, and other branches oS public ser¬ 
vice. As a climb-down, against its earlier 
request for three seats in the Madras 
legislative council which the government 
had turned down, the memorial requested 
for one seat. 

The public department termed as mis¬ 
nomer the lingayats’ claim as a "depress¬ 
ed class", inasmuch as in the pamphlet at¬ 
tached to the memorial they had claimed 
themselves as superior to brahmin.s, and 
their religion as an improvement on the 
Vedas. Its reply to the memorialists was 
that government was not prepared to show 
special favour to members of any parti¬ 
cular sect in public service disregarding 
their fitness, and to reconsider its earlier 
decision against lingayats’ separate repre¬ 
sentation in t he legislative council (CO 
660 Public, July 28, 1910). 

One group which has not figured in the 
discussion of non-brahmin Hindus is the 
"depressed classes”, comprising mostly the 
panchamas and partly the "hill tribes”. 
Even as late as 1916, for a population of 
about 16.4 per cent their representaiion 
was virtually nil in higher education, only 
less than I per cent in secondary educa¬ 
tion, and about 8.8 per cent in primary 
education (Table 7). With such educa¬ 
tional backwardness they could not have 
had any significant representation in 
public service either. Nor could they have 
made any serious claim for*such represen¬ 
tation as they were ill- equipped to fill im¬ 
portant government posts. That probably 
explains the absence of any mention of 
them in the statistics on government 
employment. 

Meanwhile, most of the petitions for in¬ 
clusion in the backward classes list for 
educational concessions, eqKcially after 
the introduction of half-fee conces.sion in 
1892 had also urged for representation in 
public service More often than not, the 
education department considered them 
favourably for inclusion in the list 
(Radhakrishnan 1990; 512-13). Their claims 
for representation in public service were; 
however, overlooked. This could have been 
because either the petitions were not 
directly for such representation, or the 
petitioners were not articulate enough as 
pressure groups. However, this situation 
began to change since 1917 when a vocal 
and well organised pressure group ap¬ 
peared on the .scene. An understanding of 
this change anticipates a close look at the 
non-brahmin movement which is beyond 
the scope of this paper. 


IV 

Conclusion 

Though communal representation and 
reservations arc often identified with the 
non-brahmin movement and the Indian 
Constitution respectively, the evolution of 
the non-brahmin movement itself was 
preceded by certain intricate and elaborate 
processes of over half a century. These 
processes had direct bearing on communal 
representation and reservations at the 
ideational and pragmatic levels as func¬ 
tional imperatives of the colonial ad¬ 
ministration. 

The imperatives were both tactical and 
moral. On the tactical side were considera¬ 
tions of the stability and legitimacy of the 
British administration, as evident from its 
attempts to draw on its side first the “in¬ 
fluential class”, and later the “alienated 
class”; its apprehension of corruption, 
nepotism, favouritism, administrative in¬ 
efficiency, and the undermirang of British 
authority by the administrative domi¬ 
nance of the “influential class”, and 
belated attempts to prevent such domi¬ 
nance; and its fear of the poor represen¬ 
tation of the “alienated class” as injurious 
to the most vital interests of the empire. 
On the moral side was a seemingly abiding 
concern for rendering justice to the 
disprivileged sections of the^ society 
through attempts at communal represen¬ 
tation and reservations on the ground that 
they could not compete on equal terms 
with the “influential class", and the related 
dilemma to strike a balance between equi¬ 
ty and efficiency. 

As the imperatives were often incom¬ 
patible with each other, they resulted in 
contradictions. Examples are the failures 
of the administration to ensure its profess¬ 
ed neutrality principle because of its ex¬ 
clusion of the lower castes for fear of 
alienating the “influential class”; to 
honour its policy of absolute impartiali¬ 
ty because of its special treatment of “the 
alienated class” for fear of its disaffection; 
and to stick to its repeated assertions 
against communal representation and 
reservations because of their ad hoc intro¬ 
duction as part of its patronage politics. 

The long interface of this period bet¬ 
ween the colonial administration and the 
local society created in the non-brahmin 
segments an increasing awareness of the 
close nexus between English education 
and government employment, their own 
disprivileged position in both compared 
to the brahmins, and the role of British 
administration as a great dispenser of 
patronage. The recurrent themes in such 
interface were inferior versus superior 
races, backward versus forward races, ad¬ 


ministrative stability, and distribution of 
government patronage. Each group was 
concerned with its own claims and refer¬ 
ence to others was not for any concern for 
overall social justice or equality, but for 
only justifying its own claims. There was 
also no composite category of non¬ 
brahmins as used in the context of the 
subsequent non-brahmin movement. 

While all groups were eager to have a 
share of the government patronage, only 
one group was equipped itself for doing 
so through competition by mastering 
English though this language was as alien 
to it as to all others. Other groups merely 
sought protection. This was especially .so 
in the case of Kammalar, who for several 
centuries maintained a struggle for a 
higher place in the social scale than allot¬ 
ted to them by the brahminical authority 
[Maclean 19^. 229], though unlike the 
brahmins they hardly made any effort for 
competition for the material and socio¬ 
cultural benefits under successive rulers. 

1b conclude; central to the discourse on 
communal representation and reservation 
of this period, the related administrative 
processes, and the non-brahmin response 
to them were the statistics collected from 
time to time These made the non-brah¬ 
mins and the British officials increasing¬ 
ly aware of the structural cleavages in 
south Indian society of brahmin versus 
non-brahmins. Hindus versus Muslims, 
and so on. Such awareness in turn shar¬ 
pened these cleavages, pitted the non¬ 
brahmins against the brahmins, and 
gradually paved the way for the non¬ 
brahmin movement. 


Abbreviations 

BOR = Board of Revenue 

PRB = Board of Revenue Proceedings 

BSO - Board of Revenue’s Standing 
Order 

DPI = Director of Public Instruction 
GO = Government Order 
GOi = Government of India 
GOM - Government of Madras 
GOMa = Government of Maharashtra 
MPAR = Madras Presidency Administ¬ 
ration Report 

PIR = Public Instruction Report 
Notes 

|Unle« specified otherwise the GOs and other 
proceedings cited arc of the GOM, consulted 
at the Tamil Nadu archives. This paper is part 
of a larger study of backward classes and leser- 
vaiions. The author is grateful to Malcolm 
S Adiseshiah and S Neelakanian lor their com¬ 
ments on Its draft.] 

I Krishna’s contention that the origins of 
communal representation “are to be sought 
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in the growth and strength of the Indian Na¬ 
tional Congnss-and the need for a policy 
of counterpoite by the government against 
the Confess’* [Krishna I939;37jis true only 
for representation in iwlitics and not in 
public service; the main concern of this 
paper. 

! The oft-quoied episodes of such closures are 
from Ramayana about Rama beheading 
Shambuk for his 'tapasya' (penance), an 
austerity prohibited to shudras; and from 
Mahabharala about Drona mutilating 
Ekalavya's thumb for learning archery even 
after he declined to teach him owing to his 
‘low birth’. 

I In this connection it is relevant to note that 
admission of 'untouchable' students in 1851 
to the Madras High School (of the Madras 
University) established in 1841 was strong¬ 
ly condemned ^ the caste-Hindus, with 
some withdrawing their wards, and one 
Hindu member resigning from the Univer¬ 
sity Board { see Suntharalingam 1980: 
58-61]. 

I O'hanion has observed that in 1851 “when 
the Board of Education, after much heart- 
searching. had decided that it could not ad: 
mit mahar boys to government schools”, 
Dnyanodaya, then the most important mis¬ 
sionary periodical of western India.“pro¬ 
tested bitterly against this deference to a set 
of social riiles that took no account of in¬ 
dividual qualities”, and that this case was 
the subject of a long correspondence of the 
Bombay government [O'hanion 1985; 72, 
also 66. 70], 

I Sunthandingam has explained this monopo¬ 
ly by their recruitment into the revenue ad¬ 
ministration since the i6th century when the 
deccani incursions into the Ikmil and Teiugu 
regioru gathered momentum; and the eager¬ 
ness of early British officiais to use their 
expertise in creating the district administ¬ 
rative framework (Suntharalingam 1980: 
19-20]. 

S Going by the 1901 Census, of the 11,98,914 
brahmins in Madras presidency mahratta 
brahmins along with konkani and lulu 
brahmins (all cla^fied under ‘Others’) were 
8.8 per cent of the brahmins, whereas the 
percentages of Thmil, Teiugu, Oriya, 
Canaresc; and Malayalam brahmins were 
34.7, 36.4. 10.7. 7.8 and S.6 respectively 
(Covernmenl of Madras 1902, XVA(2): 
156). 

I Elusions were nambutiri brahmins of 
Malabar, and Vydiki brahmins of northern 
ciicars, who fw a long time spurned English 
education [see Suntharalingam 1980; 113]. 

S Dash in the tables throughout the paper 
indicaies nil. 

3 This college was then only a feeder to public 
service, with admissions to it regulated by 
government’s need for engineers. 

) In theory, the requirement for this service 
was a pass in matriculation or upper secon¬ 
dary examination in Tirst class, and in a test 
in hand-writing and dictation. In practice, 
some of the higher appointments were 
restricted to persons of higher educational 
attainments. Thus, only those who had 
piused the first arts were admitted to the 
criminal judicial tests prescribed for the ap¬ 
pointments of tahsildars or inspectors of 
police; and non-graduates could not ordi¬ 
narily become deputy collectors, as only 
graduates coiild appear for the higher 
grades revenue test (see PIR 1886-87; MPAR 
1901 - 02 ). 

II Figuies for 1872-81 were mostly for posts 
on salaries of R$ II and morn whereas those 
for 1886 covered virtually all the posts on 


Ji% 31. 


Salaries of Rs 10 and less. The formation 
of Ananiapur district and the large addi¬ 
tions since 1881 to the estaUishmenis of the 
Sail Commissioner, the Foiest Conservator, 
etc, also added to the 1886 figures (see GO 
12% Revenue, March I. 1887). 

12 Figures are for Bachelor of Arts, Law, 
Medicine/Surgery, and Civil Engineering. 
Master of Arts, and Law; Doctor of 
Medicine, and law; and Liseiitiaie in 
Medicine/Surgery, Sanitary Service, and 
Teaching. 

13 Table excludes education department's 
‘special schools' and institutions riot 
recognised by it. 

14 Humayun Jah Bahadur, a descendant of 
Tipu ^Itan, bom and educated in Calcutta, 
was settled in Madras as a wealthy notable 
with large landed and business interests [see 
Suntharalingam 1980: 251]. 

15 For some of these interpellations, see Public 
C>Os 323 of March 14, 1899. 3% of April 
5. 1899, 629-30 of June 9, 1899, 1401 of 
December 22. 1899, 1407 and 1409 of 
December 23, 1899. 

16 Following this reaffirmation, for encourag¬ 
ing their entry into medical service the 
Madras government reserved for Muslims 
a certain number of stipendiary appoint¬ 
ments in the medical amnmtice grade (see 
GO 507 Education. August 14, 1885). 

17 l^nchalar or viswa brahmins rue ironsmiths, 
carpenters, brasiers, masons, and gold¬ 
smiths, commonly called Icammalar in 
Tamil Nadu and Kerala, kamsalas in 
Andhra Pradesh, and panchalas in Siouth 
Kanara. [see Bowr 1851; 91-95; Maclean 
1989; 229; WSsshbiook 1975; 162-64]. 

18 The crmimissioner of police reported in 
August 1897 that this rusociation held only 
one meeting since its inauguration in 
December 1894, attended by about 80 kam- 
malas who resolved to forward to parlia¬ 
ment a memorial signed by every goldsmith 
and carpenter in Madras, and to start a 
Tkmil paper Visvaguru as soon as sufficient 
funds were forthcoming (see GO 528-29 
Public, May 9. 1899). 


Referencea 

Ahmed, Rafiuddin(l981): The Bengal Muslims, 
1871-1906: A Quest for htentity. New Delhi, 
Oxford University Press. 

Arooran, Nambi K (1980); Tamil Renaissance 
and Dnvidian Nationalism, 1905-1944, 
Madras; Koodal Publishers. 

Bower. H <1851); Essay on Hindu Caste, C^sdeut- 
ta; Calcutta Christian Tract and Book 
Society. 

Coupland. R (1942); The Indian Emblem, 
1833-1935: Report on the Constitutional 
Problem in India, Part 1, LoiKkm; Oxford 
University Press. 

Dubois, Abbe J A (1982); (first published 1906); 
Hindu Manners, Customs aiul Ceremonies 
(tr by H K Beauchamp), Delhi: Oxford 
University Press. 

Government of India (1883): Report of the 
Education Commission, Vol I. Calcutta; 
Government Priming. 

Government of Madras (1874): Report of the 
Census of the Madras Presidency, 1871, 
Vol I, Madras: Government Press. 

—(1883): Report of the Imperial Census of 
1881, Operations and Results in the Presi¬ 
dency of Madras, Vol I. Madras. Govern¬ 
ment Press. 


1993 


—(1893): Census of India, 189!, XIV, Madras 
Tables, Madras, Nfadras: Gavemment Press. 

-(1902): Census of India, 1901, XVAH), Im¬ 
perial Tables, Madras, Madras; Government 
Press. 

--<1912): Census of India, 1911, Xllfiil Imperial 
and Ptwincuil Tables, Madras' Goverrunent 
Press 

Government of Maharashtra (1982); Dr Baba- 
saheb Ambedkar: Writings and Speeches, 
Vol 2, Bombay: Education Department. 

Hasan, Mushirul (ed) (1985); Communal and 
Pun-lslamic Bends in Colonial India, New 
Delhi; Manohar Publications. 

Hunter, W W (1872): The Indian Musalman, 
London; Trubner and Ca 

Irschick, Eugene F (1986); Tariul Revivalism in 
the 1930s, Madras: Cre-A. 

Krishna, K B (1939): The Problem cf Minorities 
or Communal Representation in India, 
iurndon: George Allen and Unwin. 

Krishnaswamy. S (1989); The Role of Madras 
Ijegislaiure in the Freedom Struggle, 
1861-1947, New Delhi; Indian Council of 
Historical Research. 

Maclean. C D (ed) (1989) (first puULshed 1885); 
Manual of the Administration of the 
Madras Presidency^ Vol 2. New Delhi: Asian 
Educational Services. 

Markandan, K C (1964): Madras legislative 
Council: Its Constitution and Working 
between 1861 and 1909, New Delhi. K C 
Chand and Company. 

McPherson, Kenneth (1969): ‘The Social 
Background and Politics of The Muslims 
of Tkmil Nadu. 1901-1937’, Indian Economic 
and Social History RrvieH 6(4), Deoembec 

O’hanion. Rosalind (1985); Casu^ Conflict, and 
Ideology: Mahatma Jotirao Phule and Law 
Caste Protest in Nineteenth Century 
Western India, Hyderabad: Orient 
Longman. 

Page, David (1982): Prelude to Purliliotv The 
Indian Muslims anif the Imperial System rtf 
Control, 1920-1932, New Delhi: Oxford 
University Press. 

Radhakrishnan, P (1989): ‘Backward CUsses 
in Tamil Nadu; 1872-1988’ MIDS Work¬ 
ing Paper, No 98. 

—(19%); ‘Backward Classes in Ikmil Nadu: 
1872-1988', Economic and Political Week¬ 
ly, XXV(IO), March 10. 

—(in press): ‘Backward Classes Movemems in 
Ihmil Nadu’ in N N Srinivas(ed); Caste in 
Contemporary India, New Ddhi; Penguin 
India. 

Saraswathi, S (1974); Minorite in Madras 
State: Group Interests in Modem Politics, 
Delhi: Impex India. 

Suntharalingam, R (1980): Politics and 
Nationalist Awakening in South India. 
1852-1891, Delhi: Rawat Ihibiications. 

Wishbrook. D A (1975): ‘The Developmem of 
Caste Organisations in South India, 1880 
to 1925' in C J Baker and D A IMashbrook, 
South India: Political Institutions and 
Political Change: 1^0-1940, Delhi, The 
MaciAillan Company of India. 

—(1977): The Emergence ef Provincial Pohtics: 
The Madras Presidency, 1870-1920 New 
Delhi: Vikas Publishing House. 





CENTRE FOR DEVELOPMENT STUDIES 

Ulloor, Trivandrum 695 011 

The following publications of the Centre are available for sale. 

1. Limits to Kerala Model of Development by K. K. George, Centie for Development Studies, 
IVivandrum, 1983, pp 137; Price Rs. 60, Pa|>crback. 

2. Rural Household Savings and Investment: A Study of Some Selected Villages by P. G. K. 
Panikar, Centre ft>r Development Studies, TVivandrum, 1993, pp- 114; Price Rs. SO, Paperback. 

3. Essays in Federal Financial Relations by 1. S. Gulati and K. K Geoige, Oxford and IBH, New 
Delhi, 1988. pp. 172; Price Rs. 82, Hardback. 

4. Bovine Economy in India by A. Vaidyanathan. Oxford and IBH, New Delhi. 1988, pp. 209; Price 
Rs. 96 

5- Land Transfers and Family Partitioning by D. Rajasekhar, Oxford and IBH, New Delhi, 1988, 
pp. 90; Price R.v. 66, Hardback. 

6. Ikends In Private Corporate Savings by N. Shanta, Centre for Development Studies, IVivandrum, 
1991, pp. 90; Price Rs. 25. Paperback. 

7. Coconut Development In Kerala: Ex-Post Evaluation by D. Narayana, K. N. Nair, P. Sivanandan, 
N. Shanta and G. N. Rao, Centre for Development Studies, Trivandrum, 1991, pp. 139; Price Rs. 40, 
Paperback. 

8. Health Status of Kerala by P. G. K. Panikar, C. R. Soman, Centre for Development Studies, 
Tt’lvandrum, 1984, pp. 159; Price; Hardcover Rs. 100, Softcover Rs. 75. 

9. Ecology or Economics in Cardamom Development by K. N. Nair, D. Narayana and 
P. Sivanandan, 1989, pp. 120; Price Rs. 75, Hardback. 

10. The Pepper Economy of India by P. S. George, K. N. Nair and K. Pushpangadan, 1989; pp. 88; 
Price Rs. 65, Paperback. 

11. The Motor Vehicle Industry in India by D. Narayana, 1990, pp. 99; Price Rs. 65, Paperback. 

12. Caste and the Agrarian Structure by T. K Sundari, 1991, pp. 175; Price Rs. 125, Paperback. 

Titles 1-8 are available directly from the Centre and 9-12 ate available from M/s Oxford and IBH Publishing 

Co., 66, Janapath, New Delhi 110 001. . . 

For obtaining copies of the publication available with the Centre, please send D/D in favour of Centre 

for Development Studies, payable at IVivandrum. (Please add Rs. 14 towards postage for each title. Postage 

will be paid by the Centre for purchasc.of minimum 4 titles.) 

DiucnM 


ISM 


Economic and Poliiical IjMsckiy July SI. IH9 



Future Trade and Exchange Rate Policy 

for India 

Vijay Joshi 
1 M U Little 

The authors propose a trade policy for India which would be much less protective than the spectrum of customs 
duties envisaged for 1997-98 by the Chelliah Committee. The Committee's proposals, they argue, are not only 
too protective (and hence biased against exports} but also much too complex. 


I 

Trade Policy in the Lung Run 

BY the long run we mean that enough 
time has elapsed for a restructuring of 
production to have occurred without 
serious hardship. If any protection or 
other subsidisation of particular activities 
remains, it is because there are good social 
reasons for special encouragement of such 
activities. 

We assume that there are no balance of 
payments reasons for trade taxes. Sound 
macro-economic fiscal and monetary 
policies, together with a flexible exchange 
rate, ensure the maintenance of a viable 
of'crall balance with foreigners. This is 
further discussed in Section IV below. 

We take it also to be agreed that the 
continued use of quantity controls over 
imports or exports for either balance of 
payments or protective reasons is ruled 
out. Their use in an emergency or a trade 
dispute is not ruled out. Nor, of course, 
is the prohibition or regulation of trade 
in certain services or commodities fur 
reasons of defence, health, or morality, 
excluded. 

It is useful to think of trade policy as 
part of public finance' indeed, given the 
provisos made above, trade policy boils 
down to the question of how trade should 
be taxed or subsidised. Obviously trade 
taxes and subsidies cannot be considered 
apart from other taxes and subsidies, and 
from the social utility of public expen¬ 
diture in general. At present, Indian trade 
taxes amount to about 4.0 per cent of 
GDP. ana about 50 per cent of the cif 
value of imports (the latter figure is easi¬ 
ly a world record). Toui consolidated 
government revenue is about 20 per cent 
of GDP. Suppose foj the sake of argu¬ 
ment concerning orders of magnitude that 
in the long run there will be a comprehen¬ 
sive VAT of IS per cent which is also 
charged on all imports. Suppose also that 
the abolition of quotas and customs duties 
results in a rise in imports from^the pre¬ 
sent 10 per cent of GDP to 13.3 per cent. 
Then the VAT on imports yields 2 per cent 
of GDP (13.3 per cent x IS/lOO), imply¬ 
ing a switch of tax on imports to other 
taxes of about 2 per cent GDP. There 


is no doubt that such a switch is feasible. 
There is plenty of room in India for 
broadening the base of indirect domestic 
taxation (preferably by a VAT which could 
be and should be extended to services); 
and also for raising direct tax revenue Ad¬ 
mittedly the division of responsibility for 
the design and collection of taxes between 
the centre and the states, and the division 
of the revenue raises serious political pro¬ 
blems. Nevertheless, it can be concluded 
that in the long run, there is no general 
revenue reason for trade intervention, that 
is for higher taxes on imports or exports 
of a commodity than on domestic 
production.' 

This brings one to the ancient subject 
of protection. Protection normally in¬ 
volves favouring domestic sales over ex¬ 
port sales.' The standard reason for this 
is improving the terms of trade (since we 
have already ruled out any revenue 
reason). It is a.s.sumed that there is nothing 
to be gained on the import side (India is 
too small a part of the world market for 
any commodity, for one to presume other¬ 
wise). There could be a rea.son for a few 
specific export taxes (but probably only 
if this was co-ordinated with other coun¬ 
tries). The only further terms of trade 
reason for any protective tariff would be 
to allow for some generalised inelasticity 
of foreign demand: note that if this is the 
reason agriculture should be as much pro¬ 
tected as industry, and that all sectors of 
industry should be equally protected.'' 

But what about the various asserted 
reasons for protection of manufacturing 
on grounds of externtd economies, or fac¬ 
tor price distortions? No one in the past 
30 years has seriously undermined the fin¬ 
ding of J Bhagwati and V K Ramaswami 
that domestic taxes and subsidies, not 
trade taxes, are the optimal way of cor¬ 
recting domestic distortioas.' Yet many 
may feel that there is still a fiscal problem 
in implementing an optimum system of 
subsidies and taxes. However, if a subsidy 
to an industry is justified by some distor- 
tion,.then it surely cannot be optimal that 
domestic consumers of the product 
should pay the whole cost of the subsidy 
(the tariff method) rather than general 
taxation including taxes on other polluting 


industries; or a reduction in other expen¬ 
diture. But a low tariff combined with 
both production and export subsidies 
might perhaps be justified. The tariff 
revenue would pay a small pan of the sub¬ 
sidisation, with general taxation and a 
reduction in other government expen¬ 
diture paying for the rest. 

In Little (ibid) the extreme case was 
analysed in which, apart from imports, 
manufacturing was the on/> source of tax¬ 
ation, while its product also gave rise to 
positive externalities. Ignoring the exter¬ 
nalities there should be an optimal and 
equal rate of taxation of both production 
and imports (e g, a VAT with exports ex¬ 
empt). Introducing the externalities would 
result in both a tariff and a reduction in 
the VAT'' (‘relative' subsidi.saiion) and a 
subsidy on exports. Revenue and other 
government expenditure would fall. It was 
concluded that “this seems to be the atom 
of truth left in the protection argument'*. 
It was thought to be an atom because the 
general beneficial externalities of industry 
were doubted, becau.se taxes on manufac¬ 
turing arc not the only source of revenue, 
and because other expenditures should 
not be sacro.sancl. 

At this point in the argument it should 
be noticed that some protection is accord¬ 
ed by a VAT; that is. all industrial and ser¬ 
vice enterprises too small to be econon)i- 
cally VATabIc are protected both from im¬ 
ports and from larger enterprises, if. sup¬ 
posing that all imports would pay VAT, 
as suggested, unprocessed domestic agri¬ 
cultural products (except maybe the out¬ 
put of large plantations and timber 
estates) were VAT exempt, that would 
result in some effective protection for 
them too. 

We leave it as an open question whether 
there should be a low protective customs 
duty on top of VAT. If it was at all signifi¬ 
cant, it would be desirable to retain the 
apparatus of designating certain units as 
exporters that could import free of 
customs duty. Otherwise a major and 
desirable industry such as diamond pro¬ 
cessing might go under to competition 
from some other developing country. If 
the customs duty was as low as say S per 
cent, this tiresome administrative com- 
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plication of exempiton& might, however, 
be dispensed with. 

Wt still have m>t addressed the question 
of the desirability of an active governmen¬ 
tal industrial policy, and whether protec¬ 
tion of the don\pstic market is a necessary 
part of such a policy. There is a running 
ddMte on this issue, especially in relation 
to the amazing industrial revolution that 
has occurred in the past 30 years in South 
Korea and Ihiwan.^ We do not have the 
space or time to comment in depth on this 
issue, which is currently being examined 
by the Wbrid Bank. (But one of us has 
visited a good many firms and talked with 
planners in both South Korea and 
Ihiwan.) We believe that government was 
very important in creating the ‘export 
oriented’ economy in which exporters 
operated under virtual free trade condi¬ 
tions, and had the assurance that govern¬ 
ment would see to it that there were many 
profitable export opportunities by main¬ 
taining a competitive exchange rate (or, 
when it threatened to become over-valued, 
providing compensating incentives), and 
in general both bullying industrial leaders 
to export and honouring them for it. 

But we do not believe that the ‘heavy’ 
industries that government (in particuls^ 
President Park) especially promoted from 
around 1973 played a leading role in 
Korea’s success. Korea had already ex¬ 
perienced a decade of astonishing growth,' 
manifestly based on exports of clothing 
and other textile products, footwear and 
hats, cutlery and tools, and light electrical 
equipment and instrumenu. 

The believers in active industrial policies 
most often mention Hyundai’s shipbuild¬ 
ing and cars, petrochemicals, and steck 
and they talk of crraiing comparative ad¬ 
vantage Steel is now inlemationally com¬ 
petitive in Korea, but the main steel com¬ 
pany (Posco, the only important state 
enterprise in the industries mentioned) has 
had low financial returns throughout its 
2B-year life despite heavy subsidisation of 
its non-traded inputs, including the real 
interest rate which has been negative 
throughout most of its life It has also 
received protection (the import tariff on 
steel was 25 per cent until recently). But 
subsidisation has been more important 
than protection, since some three quarters 
of its output has been either exported or 
sold at world prices to downstream users, 
principally shipbuilders and motor car 
producers.* Shipbuilding likewise has 
achieved international competitiveness, 
though at least until very recently it en¬ 
joyed a subsidised interest rate, and pro¬ 
bably still does. One of us visited Hyun¬ 
dai’s shipbuilding and heavy machinery 
works at Ulsan three years ago, and was 
amazed at their technological progress. 
However, huge investment errors had been 


made, and a top manager disclaimed 
economic success.* Nor has any Korean 
economist that we know of claimed that 
Hyundai’s cars, the Pony and the Excel, 
whose export sales have been subsidised, 
have contributed much to Korea’s 
economic success. As for the 
petrochemical industry, it remains very 
high cost, and exists only as a result of 
heavy protection. 

Of course, Korea was well advised to 
'trade up’ in terms of skill and capital in¬ 
tensity as she reached full employment 
and as savings rapidly rose as a propor¬ 
tion of GDP. It could be and was argued 
that without government targeting, she 
would not have made this transition."* 
Counterfactuals are irrefutable. But it 
should be noticed that Taiwan has pro¬ 
gressed from early success with labour- 
intensive manufactures with much less in¬ 
dustrial targeting than Korean, while 
Hong Kong has none. However, it is cer¬ 
tainly true that the investment inspired by 
Korean government in the 1970s, even if not 
socially very profitable, was not the 
disaster that it was in many developing 
countries in Africa and Latin America." 

India’s situation is very different from 
Korea’s in the early 1970$. Korea then had 
very little heavy industry. India now has 
long experience in all branches of heavy 
industry. Korea was governed by a power¬ 
ful single-minded autocrat who had no 
difficulty in imposing his policies. India 
is a federal democracy, with a bureaucracy 
that has shown no aptitude for master¬ 
minding an efficient industrialisation. 

if nevertheless the Indian government 
decides that it should try to promote par¬ 
ticular industries, we would finally plead 
with it to do this by subsidisation which 
docs not discriminate against exports 
rather than protection. Although Korea 
certainly protected the home market, sub¬ 
sidisation was often more important than 
protection; certainty, for example, in the 
case of steel and shipbuilding. Subsidies, 
however, need to be continuously review¬ 
ed and justified to ensure that th^ do not 
get out of hand, like the fertiliser sub¬ 
sidies. They should, as far as possible, 
relate to speci fic externalities, for exam¬ 
ple training and the acquisition of 
technical and scientific skills in the case 
of relatively high technology industries. 

A form of protection of the home 
market not so far mentioned is the use of 
export prohibitions or taxes, to drive down 
the domestic price of inputs below the 
world price for the benefit of manufac¬ 
turers using those inputs. Hides and skias 
may be the prime example. In a muddled 
way such restrictions are sometimes sup¬ 
ported as inaeasing domestic value add¬ 
ed. All such restrictions should go. If 
manufacturers do not pay the full value 


to the economy of thdr inputs, their value 
added Is a mirage from a social point of 
view. 

We are now in a position to sum up our 
proposed design for long run trade policy 
As already emphasised this can only be 
stated in the context of indirect taxation 
in general; 

(1) There should be to permanent trade 
restrictions, except for reasons of safe¬ 
ty. health or morality. 

(2) A uniform VAT should apply to every¬ 
thing including ail imports, excluding 
only the following: 

(i) all unprocessed agricultural pro¬ 
ducts, except those of plantations 
and estates; and 

(ii) all productive enterprises with a 
turnover less than some limit to be 
determined; these exceptions would 
be VAT exempt (rather than zero 
rated). 

(3) There should also be high excise uxa- 
tion of the normal ‘demerit’ items— 
alcohol, tobacco, gasoline, and such 
othns as may be easily enough taxable 
while also claiming attention on 
grounds of health, external disecono¬ 
mies, or that they are consumed only 
by the wealthy. Such excises would, of 
course, be matched by countervailing 
duties on imports. 

(4) The above implies some effective pro¬ 
tection only for agriculture and small- 
scale activities of the order of, say. IS 
per cent. The question remains of 
whether there should be some further 
protection either of manufacturing or 
agriculture, or both. Since the logic of 
such further indi.scriminate protection 
is to allow for some general slight 
negative elasticity of world prices with 
respect to Indian trade, it should apply 
to neither or both. We suggest a 
general duty of no more than 10 per 
cent on all imports. If it was as low 
as S per cent, it might be all right to 
dispense with all import tax exemption 
for exporters, which would be a con¬ 
siderable administrative advantage. 

(5) Any special promotion of particular 
industries should be by subsidy. Pro¬ 
tection of the domestic market by 
tariff should not be necessary for this 
purpose. 

II 

A Compariaon of Our Sug^eationB 
with Thone of the Chelliah 
Committee** 

The Chelliah Committee presents a 
tariff profile to be achieved 1997-98. 
This is not necessarily a final target, in 
the Final Report, Part II (para 12.8) it is 
recognised that some of the suggested 
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mt«« are high relative to (Mher developing 
and developed countries, but it is argued 
that lower rates in the medium term would 
be inadvisable. “The situation can be 
revised during the next decade.” We feel, 
however, that a final design should be sug¬ 
gested and welcomed by the government. 
Industrialists need to plan for many years 
ahead, far longer than the 3-4 year 
horizon of the Cheiiiah Committee. 

The committee suggests customs duty 
rates of 3, 10, 13, 20, 23 and 30 per cent, 
with 30 per cent to be applied to consumer 
goods as and when they are delicensed. 
We assume that countervailing duties 
equal to the rate of excise or VAT impos¬ 
ed on domestic production would be on 
top of such customs duties so that the 
above rates compare with our suggested 
simple rate of say 3 per cent on all 
imports. 

Our long run design and that of the 
medium term Cheiiiah plan differ great¬ 
ly. First consider the average height. In ad¬ 
vising high protection (and the implicit 
rates of effective protection proposed are 
very high, not only in relation to those 
suggested by general reasoning, but also 
in relation to most developing countries 
now, and in relation to the historical levels 
that once prevailed in the now ‘in¬ 
dustrialised’ countries), the Cheiiiah 
Committee refers to such 'inherent disad¬ 
vantages' suffered by Indian industry as 
“gerKral incfTiciencies in the economy 
such as higher interest costs, power cuts, 
lack of efficient infrastructure and 
cascading types of State and local taxes”. 

These are strange reasons for ad¬ 
vocating protection, especially in the tong 
run. Apart from higher interest costs 
which may be no distortion (even if true!), 
these inefnc(jencies arc domestic distortion 
that should be dealt with by domestic 
reform.'^ But even in the interval during 
which they persist, there is no reason for 
favouring domestic sales ova export sales 
which the Cheiiiah tariff certainly does, 
despite the advocated retention of ‘ad¬ 
vance licensing’. 

Despite its stated belief in moderation 
and simplicity the Cheiiiah Committee 
still advocates seven rates of nomirul 
customs duty. This is surely too complex 
for the long run and invites wasteful rent- 
seeking activities. Industry cannot be 
reliably divided into seven groups 
distinguished by their varying net exter¬ 
nal benefits, thus meriting seven different 
degrees of encouragement. Externalities 
are not in fact mentioned by the Cheiiiah 
Committee as reasons for protection. The 
disadvantages that an mentioned as 
reasons certainly do not impinge upon 
different industries so differently as to 
justify a range of effective protection from 
3 pn- cent to 100 per cent or mote. (The 


SO per cent nominal protection for con¬ 
sumer goods might well amount to effec¬ 
tive protection of 100 per ceht, or more 
in some cases.) 

Part of the reason for suggesting so 
many rates seems to have been acceptance 
of the principle that higher stages of 
manufacturing should have higher rales 
of nominal protection than lower stages. 
But this is a totally unprincipled princi¬ 
ple. for it has no foundation in economic 
principles. It is, of course, a fallacy that 
a higher stage of production must have 
higher nominal protection than a lower 
stage in order to achieve the same level of 
effective protection. Identical nominal 
protection yields identical effective pro¬ 
tection at all stages. 

It is, however, almost universal that 
higher stages of production get higha 
protection. It is easy to see how this comes 
about. The belief in industiialisalion as 
the road to riches, and in protection as the 
obvious stimulus to industrialisation, im¬ 
plies that manufactures should be pro¬ 
tected, but not the hewers of wood and 
drawers of water who supply materials 
(and anyway materials were often mainly 
imported). It follows quite naturally that 
the more processed is a good, the better 
it is to make it (and the ’higher’ the 
technology the better!). Now only that, 
but the makers of intermediates face the 
countervailing power of the makers of 
Final goods, while the consumers of the 
latter are mostly unorganised and impo¬ 
tent. The fact that almost every country 
has institutionalised the fallacy in all this, 
is not a good reason for following the 
herd. The main argument given by the 
Cheiiiah Committee for not endorsing a 
single low rate of customs duty is that only 
Chile has done so (with much success in 
recent years). 

There are certainly good reasons for 
having several rates of duty in an interim 
period of adjustment. It is clear that the 
Cheiiiah Committee to some extent 
calculated in the manner of old-fashioned 
tariff commissions which enquired into 
domestic and cif costs, and tried to Find 
a rate of duty which would bridge the gap 
to the’ extent of permitting at least the 
more efficient domestic units, or a 
’representative Firm’, to make a normal 
proFit. These tariff commissions did not 
dream of any need for radical adjustmem 
or restructuring. This approach is indeed 
necessary for the adjustment period: in¬ 
dustries must be effectively protected to 
the degree required to avoid any drastic 
loss of output or employment, but not 
ova protected. Multiple rates and changes 
in the assignment of industries to par¬ 
ticular bands in the tariff spectrum may 
also be necessary in the reform paiod to 
sec that desired rates of effeaive protec- 


tkm for one industry can be msuntained 
when changes (reductions) are made in 
supplying industries But it is an approach 
which in the long run denies the validity 
of all the work of the past 30 years on op¬ 
timising the benefits to be derived from 
trade. 

The Cheiiiah Committee recognised in 
principle the advantages of simplicity. 
Seven rates of duty with a large reduction 
in cxcmption.s is a great simplification 
compared with the present amazing com¬ 
plexity. But it still leaves plenty of room 
for lobbying and corruption to determine 
which rate should be applied to particular 
industnes and products—to no purpose ex¬ 
cept perhaps to benefit the customs ad¬ 
ministration itself. Much further 
simplification is appropriate for the final 
design. 

Before leaving the long run or Final ob¬ 
jective pattern of customs duties, we 
should say something more about con¬ 
sumer goods. First, it should be recognis¬ 
ed that there will be no balance of 
payments reason for excluding them (and 
allowing their production in India often 
at high cost and with little saving in 
foreign exchange). Given the exchange rate 
regime that we are assuming there can be 
no enduring or chronic shortage of 
foreign exchange (for that implies an ova- 
valued real exchange rate). What otha 
reasons can there be? In general none. 
Why should India be self-sufficient in 
consumer goods, rather than anything 
else? Or, indeed, self-sufficient in 
anything? The reason why consuma 
goods should not be banned are strong 
(quite apart from the ethical argument 
that consumers' choice should not be 
restricted except for some very good 
reason). The guarantee of a home market, 
often with very limited intanal competi¬ 
tion, has proved to be a recipe for high 
cost production and lack of innovation. 
Permitting import competition en¬ 
courages that absorption of intanational 
standards of design and quality, which b 
essential for thriving exports. It is a 
tragedy that India was by-passed in the 
massive supply of consumer goods from 
developing countries to world markets. 

Ill 

The Transition 

Some progress has been made. In the 
l98Bs there was some liberalisation of 
quota restrictions on intamediate and 
capita! goods. This was combined with 
tariff increases to increase revenue. Serious 
reform began in July 1991. The crisis was 
such that the emergency import controls 
already in force had to be continued, but 
notice was given that they would be 
removed as soon as possible. The max- 
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iiniiiii impon atiiy wu reauceo irom sw 
per deni to ISO per cent, and duties on 
Oif^ goods were slightly reduced. The 
rupee was devalued by 22 per cent and ex¬ 
port subsidies were removed. 

The reforms were deepened in February 
* and April 1992. The emergency import 
controls had already been abolished. Im¬ 
port licensing and quotas were now 
eUminaied for most capital goods and raw 
materials. A single negative list remained 
consisting mainly of consumer goods. 
There was some reduction in the list of 
canalised imports. The maximunt tariff 
came down from ISO per cent to 110 per 
cent, and tariffs on most capital go^s 
were reduced from 80 per cent to 55 per 
cent, and to 25 per cent for capital goods 
used by exporters. Some export restric¬ 
tions were removed. In the budget of 
February 1993, tariffs on project imports 
and capital goods were reduced from 55 
per cent to 35 per cent, and there were 
various other reductions for materials and 
components. There was some further 
pruning of export restrictions (but the 
main ones still remain). The Chelliah 
Committee Report received the im¬ 
primatur of the government. 

Tlw Chelliah Committee envisaged that 
their proposed reforms could be com¬ 
pleted by 1996-97 or 1997-98 at the latest. 
The average tariff rate (excluding counter¬ 
vailing duties) would be reduced to about 
23 per cent from about 50 per cent, pro¬ 
bably leaving it still higher than any other 
country, except may be Myanmar. It seems 
that the committee considered that in view 
of the fall in the real exchange rate, these 
falls in protection could occur without 
pain. No extensive restructuring of 
organised industry would be required; 
although there might be some pressure 
towards cost reduction it could be handl¬ 
ed without many shut-downs or major 
biy-offs of workers. Furthermore, no very 
serious fiscal problem was apparently en¬ 
visaged. The halving of the average rate 
of duty would result in a much lesser fall 
in customs revenue, as the value of im¬ 
ports rose and the composition changed. 
There might even be no fall though this 
was not expeaed. It seems that these tariff 
changes were not considered to be depen¬ 
dent on the institution of the fairly com¬ 
prehensive VAT which the committee 
favoured. Desirable changes in excise taxes 
(and perhaps state sales taxes) and direct 
taxes would easily redress the balance. 
Similarly any disturbance of the share of 
the centre and states in the total tax-take 
would not be large. The committee did not 
mention any possible balance of payments 
problem. 

We agree that trade reform on the scale 
and with the speed envisaged by the 


(.neiiian uommiitce » unnany to present 
any grave economic problems. Certainly 
to date, the committee's own evidence 
shows that even after the 1993-94 import 
duty reduction, the tariff rate of protec¬ 
tion will still be much higher than in 
1986-87, when allowance is made for the 
change in the exchange rate (though, of 
course, impoit quotas were often the cut¬ 
ting edge of protection in the earlier 
period). But since we envisage a much 
more radical trade refoim extending 
beyond 1997-98. with the Chelliah rates 
of trade taxation no more than a mile¬ 
stone on the way, we need to focus on (he 
transition process more explicitly. 

We take it as accepted tint the reform 
should be gradual, allowing time for ad¬ 
justment so as to avoid any serious short¬ 
term loss of production or employment. 
The main arguments for sudden reform 
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position to muster its forces, and the cir¬ 
cumstances that make reform acceptable, 
for example a crisis, will not last. 
Although we think that *big-bang* reform 
must be rejected in India’s drcumslances, 
tite political economy of reform must still 
be respected. All producers, and those 
who influence them, must be convinced 
that (he reforms will succeed, and they 
must also be aware of what the end- 
product will be. Without this, bureaucrats 
and others mil ^ve inappropriate guid¬ 
ance, and producers wiO take inap¬ 
propriate production and investment ded- 
sions, which themselves will hinder and 
hamper the reform and its political and 
economic benenis. This requires both a 
welt defined objective and steady progress 
towards it. A certain momentum has to 
be maintained, or faith in the achievement 
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of the objective will be lost. So although 
grailualness is the order of the day, it must 
not be too gradual. On economic grounds 
also, investment will not be appropriate 
unless the final regime is dear and pro¬ 
gress is both perceptible and correctly an- 
tidpated. For example, there should ^ no 
uncertainty as to how long imports of 
consumer goods are to continue to be 
banned, or about the rate of effective pro¬ 
tection they will be given when no longer 
restricted. 

After the above generalities let us look 
a little more dosely at what should govern 
the rate of progress. It will depend on (I) 
the extent of the restructuring of 
production—both in manufacturing and 
agriculture—that the full exploitation of 
India’s comparative advantage will re¬ 
quire, and the speed with which such 
restructuring can be accomplished 
without undue loss of output or employ¬ 
ment; (2) on the fiscal situation; and 
possibly (3) on the balance of payments. 
Let us discuss these three potential 
limiting factors in turn. 

RfcSTRlJCrtJRINC. 

To date, the changes in tariff protection 
can have required very little restructuring. 
As we have seen, the reduction in tariffs 
has mostly been less than the real devalua¬ 
tion of the rupee.Some manufacturers 
for the domestic market may have felt in¬ 
creased competition as a result of the 
elimination of quotas, but not from tariff 
reductions. Although exports have 
become more profitable, which should at¬ 
tract resources, there thus seems to have 
been as yet no positive push out of the im¬ 
port substituting sectors. This requires 
tariff cuts greater than the real devalua¬ 
tion, 'an adjustment that will have to 
come, and would be significant if our sug¬ 
gestion of very low uniform protection 
were adopted. 

Agriculture has some special features. 
Under our proposed system of taxes, the 
landed price of agricultural products 
would be 20 per cent above the cif price 
(15 per cent VAT and 5 per cent tarifO, 
while domestic raw agricultural products 
would be VAT exempt. Assuming aw^ in¬ 
put subsidies, agriculture would thus also 
have 20 per cent effective protection. In 
recent years the effective subsidisation (or 
‘taxation’) of cereals has been close to 
zero, input subsidies roughly offsetting the 
fact that output prices were less than cif 
prices. The move to an effective import 
tax of 20 per cent would permit the price 
of cereals to rise in the same proportion. 
This would roughly compensate cereal 
farmers fw the rmnoval of input subsidies, 
and it therefore seems quite likely that 
cereal prices would indeed rise by nearly 
that amount. In some years cereals might 


be exported, and the price rise would then 
be still greater (some varieties, for exam¬ 
ple Basmati rice, may be a regular export). 

A higher price for cereals would hurt 
I he poor. Although partly offset by falls 
in the prices of edible oil and sugai, this 
would constitute the most serious 
distributional outcome of liberatisaiicyr. 
it would make a reform of the public 
distribution system, desirable in any case, 
essential. It is well known that a large pan 
of the subsidisation inherent in this 
scheme is wasted in that it does not benefii 
the really poor. It would become a high 
priority on .social and humanitarian 
grounds to devise a better targeted system 
of poverty relief (it should be noted that 
the expenditure saved by eliminating fei • 
tih'ser subsidies could be directed to this 
end). 

India also has a comparative advantage 
in cotton, whose domestic price is held 
down by restricting exports. Exports could 
be increased, and cotton farmers would 
multiply and benefii with a rise in both 
prices and quantities grown. India has a 
comparative disadvantage in edible oils 
and sugar, whose production the govern¬ 
ment has in the past greatly promoted. It 
IS surely perverse that India should grow 
groundnuts and import wheat. Protection 
of edible oils and sugar should be reduc¬ 
ed from around 100 per cent to our stan¬ 
dard 20 per cent over the course of the 
transition period. 'Fhere should be time 
enough to solve (oi at least greatly soften) 
the regional and area problems that may 
ari.se.'' 

It is very difficult to generalise concer¬ 
ning the speed with which manufacturing 
and agriculture should be required to ad¬ 
just. The extent of adjustment will vary 
greatly, as some parts of Indian industry 
will prove to be much more competitive 
than others, when the Tinal' real exchange 
rate comes to be realised. A very high cost 
import competing sector may be given 
more tune than others, if it prepuces final 
consumption goods that does not present 
a serious problem. Licensing may first be 
abandoned in favour of a relatively high 
tariff which is gradually reduced to our 
standard low rate. A slow pace of adjust¬ 
ment is more problematic if the sector 
produces capital goods or intermediates, 
since its relatively high tariff protection 
would require the retention of some tariff 
protectibn for industries using its output. 
This suggests that pressure should be put 
on such industries which would otherwise 
hinder the speed of adjustment elsewhere 

The general process of tariff reduction 
towards a uni form low rate should be to 
reduce all rates proportionately, until near 
the final rate. This is the so-called ‘radial' 
method (adopted by Mexico, for example) 


as opposed to the ‘concertina* method 
(adopted by Costa Rica, for example) by 
which each highest rate is reduced to the 
next highest, by stages. The latter puts no 
pressure on the relatively lowly protected 
until very late in the process.'* While we 
have mentioned the probable need for 
making setme exceptions to a well defin¬ 
ed process of reduction by sta^, th«e 
exceptions should be genuinely excep¬ 
tional—one can imagine the political 
manoeuvres and administrative complica¬ 
tions which could otherwise seriously 
block the whole process. 

Can one sum up by specifying the 
desirable length of the transition period? 
Solely on the grounds of industrial and 
agricultural adjustment to, say. a uniform 
5 per cent protective duty (on top of all 
countervailing duties), it surely has to be 
longer than the four years allowed by the 
Chetliah Committee for its milder pro¬ 
gramme. Shall we say, for the sake of 
argument, seven years—bringing one to 
the next century? But, perhaps, it is too 
naive to suppose that the momentum of 
reform can be kept up for so long. 

Thi- Fisc ai Situation 

Although considerable progress has 
been made in the past two years towards 
a viable fiscal deficit (the central govern¬ 
ment fiscal deficit fell from 8.4 per cent 
of GDP in 1990-91 to 5.3 per cent (revis¬ 
ed estimate) in 1992-93), there is still some 
way to go—the central government fiscal 
deficit should probably be reduced to 
around 3 per cent of GDP which implies 
a small primary surplus. 

The reductions in customs duty rates 
and the revision of other indirect taxes and 
subsidies, and direct taxation, should 
march hand in hand. Since the effects are 
very difficult to predict with any accuracy, 
the fiscal situation will have to be 
monitored from year to year (and possibly 
more frequently). But provided that the 
centre and the states can come to new 
agreements concerning the collection of 
levenues and i heir division, the fiscal pro¬ 
blems surely need not delay the large 
reduction in customs duties that we en¬ 
visage No other country relics on customs 
duties to the extent that India has done 
in recent years. 

Tut, Balanct or Payments 

There is a danger that the current ac¬ 
count deficit, running at about $ 7 billion 
or 2.5 per cent of GDP could frighten the 
authorities into going slow on reducing 
barriers to imports or even raising them 
again—this has been the fate of many 
reform movements. 

But provided the iiscal deficit is further 
reduced, the current account deficit will 
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»rttiiiiy improve There may, however, 
itill be a tag in the sufTidem growth of 
Btports, while imports boom with the 
ecovery of the economy. There should be 
lo letting up on the encouragement of rx- 
3ort$ (the exchange rate is considered in 
he next section). Special measures such 
IS duty free imports for registered ex- 
^ers should be retained until near the 
md of the transition period. There may 
K a case for further borrowing from the 
IMF if it is devoted directly, or indirectly 
ria infrastructural investment, to boosting 
seports. Industrial reform is also very rele¬ 
vant. The easier it is to switch production, 
specially production for the domestic 
narket to exports, the smaller will be the 
XMt of the adjustment, and the less the 
vliance on foreign borrowing. 

A much greater inflow of private 
breign investment would be very helpful, 
xMh in the short and medium run when 
t would reduce reliance on borrowing, 
ind in the longer run when it should help 
x>th to raise the level of productive invest- 
nent and to facilitate the transfer of 
echnology. Provided prices reflect social 
»sts and benenis there is no need lo fear 
hat foreign investment may actually be 
urmful. 

Foreign investors are no different from 
lomestk investors in their need to have 
xMifldence in the validity and sustainabili- 
y of the reform process. Prudent macro- 
iconomic policies, and steady progress on 
he liberalisation front, are both needed, 
n addition, of course, foreign investors 
leed to be assured that they can convert 
heir profits or asset sales when they want 
o. 

VUe believe that India is now creditworthy 
mough to survive a short-term worsening 
>f the current account (which may not oc- 
air), and that the balance of payments 
vill not be an impediment to trade 
eforms the pace of which is governed by 
he need for industrial and agricultural 
estructuring. 

IV 

Hie Exchange Rate and 
Convertibility 

iHt EXC'HANOI- Raik 

Little needs to be said about the ex- 
hange rate since India has already arriv- 
d at a sensible regime. The rate has been 
mined, and l he regime is npw effectively 
I managed float. The rupee is now freely 
onvcrtible at the market rate for current 
.ccount purposes. 

In view especially of the need for a 
apid growth in export receipts the RBI 
nust avoid the temptation of supporting 
he rupee. There will always be some who 
iigue that this must be done to counter 


inflation. Except in (he very short run, in 
cases when there is a need to break infla¬ 
tionary expectations, a policy of trying to 
stop inflation by freezing the exchange 
rate has invariably been disastrous. Fur¬ 
thermore, the theory that a fixed exchange 
rate ensures a non-inflaiionary economy 
in the long run has little or no historical 
support. The world is replete with ex¬ 
amples of inflation under a fixed rate, en¬ 
ding eventually with a maxi-devaluation 
or a new currency: and there arc also ex¬ 
amples of countries with flexible rates and 
low inflation.'^ 

There is no need to fear that the ex¬ 
change rate may fail as an instrument to 
maintain a viable balance of payments— 
provided, of course, that macro-economic 
policy gives it room to operate, that is, that 
there is no large general excess demand for 
domestic output. There is no doubt that 
foreign demand for Indian manufactures 
and many agricultural'products is very 
elastic'* The removal of import controls 
will also have introduced some elasticity 
into the demand for imports, and the 
elasticity will increase when the import of 
consumption goods is liberalised. Remit¬ 
tances also are exchange rate elastic. 

CONVtRTIBII.ITV 

The question remains as to whether the 
rupee should be made fully convertible 

Capital movements contributed to 
disaster in seurral developing countries in 
the late 1970s and early 1980s. It is 
arguable that they never would have oc¬ 
curred if there had not also been foolish 
macro-economic policies. Thus, for exam¬ 
ple, capital poured into Chile when in¬ 
terest rates were high and the government 
guaranteed the exchange rate while infla¬ 
tion continued. When people naturally 
stopped believing the government, it 
poured out. 


But evM with sound macro-economic 
policies, a serious risk can arise as a resuh 
of a weak financial system and inex¬ 
perienced managers. If (as also happen¬ 
ed in Chile) the banking system has a 
portfolio of dubious non-performing 
assets, it may be tempted to borrow 
abroad and pour good money after bad. 
(Foreign lenders can also be very foolish, 
as the late 1970s and early 1980s showed.) 
To prevent a financial collapse, the govern¬ 
ment may then have to nationalise the 
debt, as also happened. Until the bank¬ 
ing system in India has been strengthen¬ 
ed, we think that control should be retain¬ 
ed over the acquisition of foreign assets 
and liabilities residents. This is consis¬ 
tent with giving non-resident Indians and 
foreigners guarantees of convertibility at 
the market rate when they buy assets in 
India. 

V 

Summary 

V/e first consider long-run trade policy, by 
which we mean the policy that should 
prevail when enough time has elapsed for 
(he required restructuring of production 
to have taken place without intolerable 
economic or political disturbance. 

There should be no quantitative impon 
or export barriers except on grounds of 
safety, health, or morality. There will be 
no good reason for trade taxes on revenue 
grounds. It is proposed that there should 
be a low uniform (S-IO per cent) protec¬ 
tive tariff on all imports. Excise taxation 
of domestic production would be extend¬ 
ed to imports via countervailing duties: if 
a VAT were used, it would apply to ail im¬ 
ports, even raw agricultural products 
although their domestic production would 
be exempt (all very small-scale production 
would necessarily be VAT exempt). 

We do nut advocate industrial Uigeting; 
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Wit ii-wme It siiouia oe Dy suWMy and 
not by protection of the domestic market 

The proposed trade policy would be 
much less |»otectionist than the spectrum 
of customs duties envisaged for 1997-98 
by the Chdliah Committee. We argue that 
the committee’s proposals are, for the long 
mn, not only too protective (and hence 
biased against exports) but also much too 
complex. We sec no good reason for seven 
rates of duty, and advocate a single rate 
We believe that the Cheltiah set-up should 
be regarded as no more than a staging 
post on the way to more neutral taxation 
of production and imports. 

We suggest that seven years would be 
long enough for the extensive resttuctur- 
ing implied by our proposed changes to 
occur without haidship. The severest 
distributional effect might come from a 
relative rise in cereal prices. The effect of 
this on the poor should be offset, or more 
than offset, by a reform of the public 
distribution system (or its replacement by 
a better targeted system). 

Neither the fiscal situation nor the 
balance of payments need inhibit the pro¬ 
posed process of reform. The fiscal deficit 
needs to be further reduced. Indeed, it is 
essential for the credibility of the reform 
process that it whould be reduced. Falls 
in customs duty revenue must be more 
than compensated by increases in other 
tax revenue or reductions in subsidies: but 
this is perfectly feasible, the main problem 
being cenlre/state relations. 

We are confident that a viable current 
account will result from sound fiscal 
policies and a flexible exchange rate. But 
the possibility of a worsening in the next 
year or two has to be contemplated. For 
this reason it is important to retain at least 
all the existing export incentives. Although 
we think that India is now creditworthy 
enough for the momentum of trade 
reform to be maintained, a surge in 
foreign direct investment would be helpful 
in reducing the need to borrow (apart 
from longer-run benefits). In this connec¬ 
tion further institutional reforms may be 
in order. But most important for all in¬ 
vestors, domestic and foreign, is the 
credibility of the movement to a liberal 
system: which in turn requires the momen¬ 
tum to be sustained. 

Little needs to be said about conver¬ 
tibility and the exchange rate regime. The 
rupee is now convertible for current tran¬ 
sactions, and the exchange rate regime is 
a managed float. We advise only that the 
Reserve Bank shoufo not support the 
rupee in the name of reducing inflation. 
As for further convertibility, we think that 
controls over outward capital movements 
and foreign boreowing should be retain¬ 
ed until at least the domestic financial 
system has been strengthened. 


Note* 

1 IWniy-iwo years ago ii was slated at the end 
of a lecture ihai “much of what used to be 
thought of as trade theory has been shown 
to be simply public finance: and indeed to 
boil down to such mundane matters as ad 
ministraiive costs”. See I M O Little, ‘Trade 
and Public Finance' (a memorial leciutc for 
V K Ramaswami), Indian Economic 
Review, Vol VI (New Series), October 1971, 
No 2. 

2 A particular reason might possibly arise in 
the case of a commodity where a marginal 
fall in the rate of taxation of production in 
units large enough to be taxed (factories) 
would result in such a transfer of produc¬ 
tion from verv small untaxable units that 
revenue would rise. Although, in that case. 
It would be likely tint lower taxation of both 
imports and domestic production would in¬ 
crease revenue, it is possible that the 
elasticities of substitution would be such as 
to make unequal taxation of impons and 
domestic production revenue maximising 
(note that it could be that a lower rate of 
tax on imports than domestic factory pro¬ 
duction would be revenue maximising). Our 
guess is that this is a rather esoteric and far¬ 
fetched reason for ‘revenue protection’. 

3 An exception is a tariff offset by an export 
subsidy. The domestic consumer then pays 
the cost of subsidising home sales, and the 
government the cost of subsidising export 
sales. 

4 A uniform protective tariff of 10 per cent 
was suggested on these grounds in I M D 
Little, Tibor Scitovsky and Maurice Scott, 
Industry and Trade in Some Developing 
Countries: A Comparative Study, London: 
Oxford University Press, 1970. 

5 J Bhagwati and V K Ramaswami, ‘Dome¬ 
stic Distortions, Tariffs and the Theory of 
Optimum Subsidy*, Journal of Political 
Economy, February 1963, The so-called new 
trade theory, propounded by P Krugman 
and others, calls particular attention to the 
case of internationally oligopolistic increas¬ 
ing return industries (the prime example be¬ 
ing large passenger aircraft), where govern¬ 
ment intervention may help to capture 
supernormal proflts for one country rather 
than another. We do not think this theory 
is very relevant for India. 

6 Alternatively an employmem or training 
subsidy depending on what was the heart 
of the externality. 

7 Prominent reoeni books npre^ing the view 
thjU government should play a leading role 
in industrial development include A 
Amsden, Asia's Next Giant; South Korea 
and Late Industrialisation, New York, Ox¬ 
ford University Press, 1989 and Robert 
Ik^d^ Governing the Market, Princetoir 
University Press, 1990. 

8 See R M Auty, ‘Creating Competitive Ad¬ 
vantage; South Korean Steel and 
Petrochemicals'. Tijdschrifl voor Econ en 
Soc Geografie 82 (1991), No 1. 

9 This i.s supported by R M Auty who has 
written (ibid), “Shipbuilding presents the 
paradox of an industry established as a 
downstream consumer of cheaply priced 
steel which recorded an even more disap¬ 


pointing rmanciat return thait that of the 
basic trigger iiidustry, hut its low return was 
not due to uncompeiitiveness. Rather it 
reflected heavy reliance on export markets 
which underwent an unexpectedly pro¬ 
tracted decline" Wc would add that the in¬ 
itial investment seems to have been rather 
euphoric It catered for the consiniction of 
million ton tankers. 

10 It is now being argued that “the 
bureaucracy's taste for mkro-managemem 
is hindering a necessary resiruauring of in¬ 
dustry”, and it is reported that the govern¬ 
ment will cca.se targeting industrial sectors 
for support and protection. Sec Financkd 
Times Survey, Korea, June 3, 1993. 

11 1-or example^ Argentina, Braril, Cosu Rka, 
Cote d'Ivoire, Mexico, Morocco and Nigeria 
among the 18 countries studied in Ian M 
D Little, Richard N Cooper, W Max Cor- 
den and Sarath Rajapatirana, Boom, Crisis 
and Adjustment: The Maero-economk Ex¬ 
perience of Developing Countries, Oxford 
University Press for the World Bank, 1993. 
It might be added that government interven¬ 
tion in the UK, to promote aircraft and 
atomic enetgy, has contributed much to her 
relative stagnation. 

12 Covernmeni of India. Ministry of Finance; 
Tax Reforms Committee, Interim Report, 
December 1991; Final Report, Pan I. 
August 1992; Final Report, Pan II, January 
1993. 

-13 High real rates of interest are an important 
incentive for promoting a reasonably 
labour-intensive industrial development. 
Government interventions are usually in 
favour of highly capital-intensive industries, 
believed to be infant industries which will 
eventually achieve such economies of scale 
as to satisfy their early subsidisation. If the 
government still wishes to pkk such sup¬ 
posed winners it had best do it by subsidis¬ 
ing interest rates, as in Korean shipbuilding. 

14 See Chelliah, Final Report, Pan II. 
Tables 2.1 and 2.2. 

15 The above paragraphs on agriculture owe 
much to Ashok Gulati and Pradeep K Shai- 
ma, ‘C>overnmeni Intervention in Agricul¬ 
tural Markets: Nature, tmpaa, and ImpHca- 
lions’. Journal of Indian School of PoUtiad 
Economy, April-June 1991: and to Ashok 
Gulati. ‘Reforms in Agriculture: Need and 
Strategy’, NCAER March 1993 processed. 

16 These points are made by Vinod Thomas 
and John Nash, Thade Policy Reform, Ox¬ 
ford University Press for the World Bank, 
1991. This work draws lessons concerning 
the process of reform from the experience 
of the many countries that have instituted 
reforms in the last decade. However, it has 
to be said that countries vary so much in 
many relevani respeas that it is haM to draw 
any general lessons. 

17 On all this see Little, Cooper, Corden and 
Rajapartirana, op cit, especially chapters 6 
and 7. The evidence in India’s case for view¬ 
ing inflation as highly independent of the 
exchange rate is presented in Vijay Joshi and 
I M D Little, India-MacroeconomKS and 
Political Economy 1964-91, The World 
Bank, and Oxford Universily Press, India, 
1993. 

18 See Joshi and Little, ibid. 
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BALANCE SHEET OF THE INDIAN BRANCH 
AS AT 31 MARCH, 1993 


As on As on 
31.3.93 31.3.92 

(Current (Previous 
Vnr) \ter) 

Rs.in 000's Rs.in 000’s 




50,362 
73,731 61,388 

1,944,088 1,638312 

283,117 198,968 

200,322 190,469 


2351.620 2,091.637 


64,966 402.092 


431.114 

357.671 


124,008 

455,921 


1.545341 1,056,363 

29,623 11364 


123305 


2.551. 


m 


41,689 


2,091.637 


1393.799 3379.698 

350,466 92.405 


Nblet to Accounts 17 

Notes and sebeduks to the accounts form an imegrai part of 
the Sheet. 

This is the Baleeice Sheet ideiTed to in our report of even date. 

For and OB behalf of 
P. C. HANSOriA * ca 
Chartoed Accountants 

SdA 

a H. lAPIA 

Ihnaer 

Bonsbay 

Dated: 29 July 1993 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 

ENDED 31 MARCH. 1993 


Schedule 

ifear Ended Ifear Ended 



31333 

31332 



(Cunent 

(Pievimis 



ifear) 

1fear) 



Ra.in00(rk 

i 

.9 

II INCOME 

Interest earned 

13 

339394 

281.765 

Other Income 

14 

30.601 

43325 

TOTAL 


370395 


III EXPENIHTUItE 
interest etpended 

15 

213.325 

IS7.704 

Operating Expenses 

lis 

50315 

42380 

Provisions and contingencies 


88301 

94321 

TOIAL 


351341 

294.605 

Oil PROFIT/(L08S| 

Net Profit for the year 


18354 

31.085 

Profit brought forward 


38399 

34312 

TOTAL 


56.953 

65397 

IV) APPROPRIATIONS 
Thuufer to statutory 
reserves 

Ihmsfer to Provision for 


3351 

6317 

taxation—prior years 

Ihuttfer to Government/ 


Nil 

1.152 

proposed divirlend 


Nil 


Remitted to Head Office 
Balance carried over to 


24368 

19.029 

Balance Sheet 


28334 

38.699 

TOTAL 


56353 

65397 


Notes to Accounts 17 

Notes and sc h edules to the accmiitts form an integral part of 
the Piofit and Lews Account. 

This it the Profit and Loss Accouitt referred to in mu’ report 
of even date 


For Oman InternaiioiHl Bank S.A£luO 
SdA 

R. KRmiNAN 
Chief Manager — InrBa 
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SCHEDULES FORMING PART OF THE BALANCE SHEET 



1 

As on 

As on 


As on 

As on 


313.93 

313.92 


31.3.93 

313.92 


(Current 

(Pievioiu 


(Current 

(Previous 


lhar) 

Hhar) 


War) 

tar) 


SMSB 

Rs.in00(rs 


Rs. in 000’s 

Rs.in000V 

Sffcwhilf 1—Capital 



Scttodule 4—Borrowiiigs 



Capital 

$0,362 

2,000 

1) Borrowings in India 



ladndes an amount of Rs. 2,000^)00 



i) Reserve Bank of India 

203,760 

98380 

(Mf. ended 31-3.92-.IU. IflOajOm 



ii) Other Banks 

41,699 

68,755 

brouglit in tqr way of start up capital 
(Refer note bdow) 



iii) Other Institutions 
and Agencies 

II) Borrowings outside India 

NU 

20348 

TOTAL 

$0362 

2,000 

37,658 

11385 

Note: Amount of deposit kept with the 

Reserve Ba 

nk of India 

TOTAL 

283,117 

198368 

onder Section 11^) of the Banking Regulation Act. 1949 is 

Secured borrowings included in 



Ra. 32A»0.000(RY. Rs. ZSjOOOjOOO). 



I and 11 above—Rs. Nil 






Schedule S—Other Liabilities 
and Praviaions 



1) Statutory Reserves 



I) BiUs Payable 

51342 

16323 

Opening Balance 

22,689 

16,472 

II) Inter-Office Adjustments 



Additions during the year 

3,651 

6317 

(net) 

41,676 

54,481 

31,067 
45395 ! 


26340 

22,689 

111) Intnest accrued 

DeducUons during 
the year 

IV) Others (including Provisions) 

52,623 

97.084 

Hi 

Nil 

TOTAL 

200322 

190.469 


26340 

22.689 

Sdiedule 6—Cash and Balances 
vdtt Reserve Bank of India 



11) Capital Reserves 



1) Catt in hand 



Revaluation Resovc 



(indudtng fmeign currency 



Opening Balance 

Nil 

Nil 

notes) 

2,954 

2.725 

Actions during the year 

19,148 

Nil 

11) Balaiices with 




19,148 

Nil 

Reserve BuJe of India 



Deductions during the year 

. (191) 

Nil 

i) In Current Account 

ii) In otter accounts 

62,012 

l>61 

399367 

NU 


18.957 

fRI 

Nil 

III) Share Premium 

Nil 

TOTAL 

64366 

402392 

IV) Revenue and other reserves 

V) Balance in Profit 
and Loss Account 

Nil! 

28,434 

Nil 

38.699 

Schedule 7—Balances with 

Banks mMi Notwy at Call 
and Short Notice 



TOTAL 

73.731 

61388 

D In India 



i) Balances with banks 



Sehednle S—Depoelis 

1 


a) In current accounts 

409342 

114,752 

j 


b) In other deposit accounu 

Nil 

NU 

A. 1) Demand Deposits 


NO 

ii) Motuy at call and short 



i)Fh)mBanks 

Nil 

notice 



10 Ftom Otters 

582,624' 

242362 

a) With banks 

Nil 

NU 

11) Siwings Bank Deposht 

IIQ 'tan Deposits 

28.449 

13313 

b) With other institutions 

NU 

NU 




409342 

114,732 

O non Banks 

197,924 

265374 

TOTAL 

iO Pimm Otters 

M3S.09I 

1.117361 

11) Outside India 

21372 

9336 



1.638312 

i) In current accounts 

TOTAL 

I,944J088 

iO In other deposit accounts 

NU 

NO 



1,638,812 

KOMonor at c^ and short . 



& 1) Depoate of branches hi IniBa 

R) Dqioitt of brandies 

l,944A>88 

notice 

Nil 

NU 




21,572 

9336 

ouuide India 

NU 

NU 

TOTAL 

TOIAL 


1.638312 

GRAND TOTAL 

431,114 

124308 


i 
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SCHEDULES FORMING RART OF THE BALANCE SHEET 



As on 

As on 


As on 

As on 


31.3.93 

31.3.92 


31.3.93 

314.92 


(Current 

(Previous 


(Current 

(Previous 


Ifear) 

tfear) 


Ytar) 

Year) 



Rs. in 000’s 



Rs. in 000’s 

Schedule •—Lmesliiienla 



Schedule 10 —Fixed Assets 



I) lavatniaiti in India 



I) Premises 



i) Oovenunent Securities 

65.699 

186,659 

At cost as on 31st March 1992 

6,472 

6,472 

ii) Other approved securities 

20,000 

10,000 

Additions during the year 

19,l«) 

Nil 

iil) Shares 

Nil 

472 

Revaluation Reserve 1992 

Less: Provision for 
diminution in invcAments 
iv) Debentures and Bonds 

1,972 

(472) 

1,972 

Deductions during the year 
Depreciation to date 

Nil 

(1429) 

Nil 

(1.079) 



V) Subsidiaries and/or 


1 


5493 

joint ventures 
vi) lleasury bills 

Nil 

270,000 

Nil 

257490 

II) Other Fixed Assets (including 
furniture and fixtures) 








TOTAL 

357,671 

455,921 

At cost as on 31st March 1992 

14,473 

14,235 

11) Investments ouuide India in 



Additions during the year 

1413 

692 

i) Oovemment Securities 



Deductions during the year 

(184) 

(454) 

(including local authorities) 

ii) Subsidiaries and/or 
joint voitures abroad 

iii) Other investmenu 
(to be specihed) 

Nil 

NU 

Depreciation to date 



Nil 

11 

5,531 

6,171 

Nil 

NET BLOCK 

29,623 

11,564 

Nil 

Nil 

Refer Note 1. (v) of Schedule 17— 
Notes to Accounts 








TOTAL 

Nil 

Nil 

Sdledule 11—Other Assets 






GRAND TOTAL 

357,671 

455,921 

1) Inter-Office Adjustments (net) 

II) Interest accrued 

Nil 

38,689 

Nil 

I8,%3 

Sehedule 9—Advances 



III) Tut paid in advance/tax 

A) i) Bills purchased and discounted 

751,056 

551,368 

deducted at source 

Nil 

Nil 

11) Cash credits, overdrafts and 


IV) Stationery and stamps 

Nil 

Nil 

and loans repayable on demand 

;62,817 

299456 

V) Non-banking assets acquired 



iU) Ibnn loans 

431,168 

205,739 

in satisfaction of claims 

Nil 

Nil 

TOTAL 

1,545,041 

1,274,653 

1,056,36.3 

454436 

VI) Others 

84,516 

22,726 

B) i) Secured by tangible assets 
ii) Covered ^ Bank/ 

TOIAL 

123405 

mBm 

Schedule 12—Conllngeat Liabilities 



Oovemment Guarantees 

113,046 

422445 

I) Claims against the bank not 



iii) Unsecured 

157442 

179482 

acknowledged as debts 

Nil 

Nil 

TOTAL 

1445,041 

1,056463 

11) Liability for partly paid 
investments 

Nil 


Q 1. Advances in India 



Nil 

i) Priority sectors 

ii) Public sectors 

iii) Banks 

iv) Others 

116,911 

Nil 

Nil 

1409,359 

94,558 

Nil 

Nil 

839,563 

ill) Liability on account of 
outstatKling forward 
exchange contracts 

IV) Guarantees given on 
behalf of constituents 

656415 

1,503488 

TOTAL 





1426470 

934,121 

a) In India 

b) Outside India 

280,034 

Nil 

4/7,978 

Nil 

II. Advances outside India 



i) Due from banks 

Nil 

Nil 

V) Acceptances, endorsements 

ii) Due from others 



and other obligations 

350,466 

939,457 

a) Bills purchased and 



Vi) Other Items for which 

discounted 

218,771 

122,242 

the Bank is contingently liable 



b) Syndicated loans 

Nil 

' Nil 

a) Liabilities on bills of 



c) Others 

Nil 

Nil 

exchange rediscounted 

Nil 

650,000 

TOTAL 

218,771 

122442 

b) Disputed Income tax 
liabilities pending in appeal 

7,084 

8,975 

GRAND TCriAL 

1,545,041 

1,056463 

TOTAL 

1493,799 


t-—--L 
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SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 



Srhwfair IS—biln«al Earanl 

I) lotemt/dbcomit on 
KhnuKet/bOif 

II) laoame on inwatments 
IIQ lotoot OB batauoes with 

Roem Bank of India and 
other inter-bank funds 
iV) Others 

TOIAL 


iehednle M—Other Incooi 

I) Commission, eatiumgr 
and brokerage 

II) Profit on sale of 


Lets: Lon on sale 
of irmslments 

III) Profit on revaluation 
of investments 
Less: Loss on levaluatioa 
of investments 


IV) Profit on sale of land, 
buildinp and other asseu 
Lew Lon on sale of 


other asKts 

V) Net Profit OB eadiange 


VO Inonmr earned by way of 
dWrlmde cfc from 


andAir joint ventures 
afamad/in India 
VIDNet Lon nooved on invt. 

(ctenifkd as pennanent) 
VnOMiaoeOaaeous Income 

TODkL 


lhar 

Ended 

MardiSl. 

You 
Boded 
March 31, 

1993 

1992 

(Current 

You) 

RcinOOirs 

(Previous 

Ifcar) 

Rs.in00irk 

27S.IS2 

44.908 

221369 

37,087 

17^40 

2,094 

20,660 

2,149 

339.494 

281,76S 

27392 

3S.80I 

M3S 

iO,9S9 

6.604 

10,917 

(169) 

42 

Nil 

Nil 

Nil 

Nil 

NU 

NU 

IS 

39 

NU 

NU 

IS 

39 

3.I6S 

7356 

NU 

NU 

(22) 

NU 

220 

487 

30301 

4332S 



fiehe d nie IS—Interesi 


0 Interest wi deposits 
U) Interest on Reserve Bank 
of India/Iiiicr-bank 
borrowings 

no Others 

TOfTAL 


S c h edu l e 14 —OpemitBg 


I) Pqnnents to and 
provisions for 
emidoyees 

11) Rent, taxes aitd 
lighting 

HI) Printing and 
stationery 

iV) Advertisement and 
puMidty 

V) Depreciation on bank’s 
property 

VI) Director’s and LAB 
member fees, 
allowances 

and expenses 

VII) Auditor^ fees and 
expenses 

(induding branch 
auditors) 

VIII) Law Charges 

IX) Postagen tdegrams, 
telephones etc 

X) Repairs and maintenance 

XI) insurance 

XII) Other Ejqrenditure 

TOTAL 


Ibar 

Hbar 

Ended 

Piwtwl 

March 31. 

March 31, 

1993 

1992 

(Current 

(Previous 

Tear) 

Khar) 

Rs-inOOirs 

Rs.iB00(rt 

147330 

100390 

39,911 

35332 

6384 

2382 

213325 

157.704 


4.940 

SJ»9 

6,489 

5,744 

5.454 

1350 

3379 

2,726 

1 

2354 

2321 

507 

3M 

158 

105 

239 

417 

6312 

6.476 

423 

778 

1392 

862 

I8JK8 

I7J»6 

50315 

42,880 
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8dhe<hde 17 —NoIm iomiag put of die ocoouiiU for the year ended SI Moreh, 199S 

I. Priindpol Aeooontiac PoUeiea: 

i) Ocnenl: 

The Kcompoiiyiag fiiMindal lUUeiiients hwe been prepared on the historical cost basis and conform to the statutory provi- 
skns and practices prevailing in the country. 

ii) Hansacdons involvitig foreign etchange: 

a Monetary asaett and liabilities hawe been translated at the exchange rates prevailing at the close of the year. 

Il Inoome and otpenditUR items have been translated at the exchange rate ruling on the date of the transactions, 
c Profit or lott on forward contracts have been accounted for on an acertud basis, 
ili) Investments: 

In accordance with the Ouiddines issued by the Reserve Bank of India the investmoiti of the Bank have been bifurcated into 
‘Permanent Investmentt—which are normally held upto the date of maturity and ‘Current Investments'—wrhkh need not'be 
held upto the date of maturity. 

In respect of Permanent Investmoits the difference between the redemption value and cost of acquisition of the Investment 
is accrued as profit/loss over the period upto the date of redanption. In reqiect of Current Investmentt other than Heasury 
Bills the tame are valued at cost or marlan value whichever is lower. The proflt/Ioss on revaluation is charged to revenue 
lb conform with the aforesaid Reserve Bank of India guiddines issued during the year, the Bank has adopted the above prac- 
tioe with effect frmn the current year. Deasury BiUs are valued at cost 

The Market value of other Quoted Investments it Rs. 8.92 ctoret (Cost Rs. 8,77 crores). The Market value of Imestmentt 
has been worked out by means of an appropriate capitalisation of yield metlrod. 
hr) Advances: 

a. Provitioa for doubtful advances is based on their classification into ‘performing’ and ‘non-performing’ assets in aocor- 
dahee with Rfsterve Bank of India guidelines. Provision for non-performing assets is made at under 
Sub-standard assets — 109k of net advance 

Doubtfol assets — 100% of the unscoired portion and 20% to 50% of the net secured portion dqxnding on the period 
for which the asset has remained non-performing. 

Lost assets — 100% 

The Bank has, while making the provisions in the manner referred to above; considered the guidelines iuued by the Reserve 
Bank of India with respect to phasing of the aggregate Provisions required over a period of two years ending March 1994. 
The psoviskws so required by the Bank have been made after considering the provisions existing in the books of the Bank 
as at the end of the Previous ¥car. 

b, Provitiont in respect of doubtfol advances have been deducted from advances. 

c Piovisioas have been made on a gross basis. Ikx relief which will be available when the advance is written off will be accounted 
for in the year of write-off. 

d. Interest on advances,dassified as non-performing, hat been credited to Interest Suspense account as qpedfied under the 
guiddines ittiied by the Reserve Bank of India. Advances ate reflected at net of iiuerest suspended. 

V) n»d Assets: 

a. Fined Attett other than Premises have been accounted for at their historical cost. Premisa have been considered at their 
revalued cost. 

b. Laasdiold Premises have not been capitalised. Lease rentals paid during the year have been diatged to revenue account 
c Depredathm has been calculated on a straight line basis to write off the cost of fixed assets over the expected useful lives 

of the assets duly certifled by the management. The prindpal periods used are: 


Premises 

25 years 

Furniture and Fixtures 

5 years 

Equipment 

5 years 

Motor Vefakies 

5 years 

Computers 

5 years 


The depredation on additioos to Fixed Assets made during the ytax has been charged on apro rate basis. The depreciation prodded 
on the above basis is higher than the rtepredation computed in accordance vrith Schedule XIV at the f!ninp«i>i«w Act, 1996. 
d. Depredation on the increase in the value stf the owned premises arising out of the revaluation hu been dteigsd againd 
the Revaluation Reserve over the balance useful life of the Asset. 
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Oman international Bank s a o <. 


vi) Soff Beaefiu: 

Contributions to Gratuity Fund have been mode on an accrual basis on the computation of the management of the Bank. 
A separate Fund for Gratuity has been created which has been recogniseu by the Commissioner of Income-lha. 

2. Net Prnfila: 

The net prorit disclo.^e)i in the Profit and Loss account u after considering: 

a) Provisions for taxes on income in accordance with statutory requirements. 

b) Provision for doubtful advances. 

c) Head Offloe Adnunistrauve Expenses to the extent esumated to be allowable under SecUon 44C of the IncomeIhx Act, I9SI. 

3. Geawnd: 

a. Based on the Aquation Report try an approved valuer appointed for the purposes specified. Office Premises in a C'ommerdal 
Co-operative Society, in Bombay, have been revalued during the year. The increase in value of the premises arising out 
of the Revaluation has been transferred to Ca|»tal Reserves under the head ‘Revaluation Reserve'. 

b. Figures of the previous year have been regrouped/iearranged wherever necessary 

For Oman International Bank SAXIG. 

Sd/- 

R. Krishnan 
Chief Manager—India 


Anditon’ Report on the Indian Branch of the Oman International Bank H.AX>X«. under Section 3B of the 

IUhHmj Regnlation Ara, 19iA.. 

RA have audited the attached Baiance Sheet of the Indian Branch of the Oman International Bank SAjOG. as at 
31 March, 1993 and the relative Profit and Loss Account of the Indian Branch of the Bonk for the year ended on that 
date signed by us under reference to this report. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of 
Sub-Sections 0), (2) and (S) ofSection211 and Sub-Section (3)ofSection227of the Companies Act, 1956, the Balance 
^leet and Profit and loss Account together with the notes thereon are not required to be and are not drawn up in 
accordance with Schedule VI to the Companies Act, 1956. The accounts an; therefore; drawn up in conformity with 
Forms "A” and "B” of the Third Schedule to the Banking Regulation Act, 1949. 

(1) We have obtained all the mformation and eaplanaaon which to the best of our knowledge and belief were necessary 
for the purposes of our audit and have found them to be satisfactory. 

(2) The transactions which hove come to our notice have been, in our opinion, within the powers of the Indian Branch 
of the Bank. 

(3) In our opimon, i»op 0 books of account as required by law have been kept by the Indian Branch of the Bank so 
far as appears from our ramminatiwi of these books. 

(4) The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with 
by this rqmrt are in agreement with the books of accounts. 

(5) In our ofwon and to the best of our information and according to the explanations given to us the Balance Sheet 
and Profit and Loss Account together with the notes thereon give the information required by the Companies Act, 
1956 as amended, in the manner so required for Banking Companies and on such basis the said Balance Sheet gives 
a true and fair view of the state of affairs of the Indian Branch of the Bank as at 31 March 1993 and the Profit 
and Lost Account gives a true and fair view of the profit of the Indian Branch of the Bank for the year ended 
31 March 1993. 

SdA 

H. H. TAPIA 
Partner 
For and on behalf of 

Bombay P- C. HANSOTIA ft CQ 

Dated: 29 .tuly 1993 Chartered Accountants 
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Liberalisation Debate: Some Lareless Mistakes 

Amilava Bose 

This brief note discusses some instances of careless economic reasoning which have marked the otherwise very 
welcome debate among economists on economic liberalisation. 


WHAT is pleasing about the liberalisation 
debate is that so many serious economists 
are participating in a public debate. But 
In spite of this, the debate is marked by 
many instances of careless economic 
reasoning. Some of these are taken up 
here: They deal with various trade liberali¬ 
sing policy shifts. Quite often liberalisa¬ 
tion'is held responsible for effects that 
result from actions that have nothing to 
do with liberalisation. It is very common 
to mix up the consequences of greater ex¬ 
ternal borrowing with those of liberalisa¬ 
tion. In what follows, the first two exer¬ 
cises deal with this kind of confusion. My 
concern in these as well as the other ex¬ 
amples taken up subsequently is only with 
what is expected to happen and why; 
whether the consequences are good or bad 
is quite another mailer. 

Liberalisation and Voiuml ol 
Imports 

Consider first the anxiety that import 
liberalisation will lead to a flood of im¬ 
ports and worsen the trade deficit. But 
this is misplacing the blame. Import 
liberalisation has nothing to do with the 
volume of inqxHis; it addresses a wholly 
different problem: by what device should 
a given amount of foreign exchange be 
allocated across competing daims. Libera¬ 
lisation involves switching from discre¬ 
tionary allocations to market-determined 
allocations. 

On the other hand, the total volume of 
imports will be determined simply by the 
total quantum of foreign exchange itot is 
available; given world prices, ft is certainly 
possible that liberali.saiion leads to more 
of a certain type of import. But then this 
must be matched Iqr a r^uciion in at least 
ane other import.' The country as a 
whole can import only as much as its 
foreign exchange availability will permit. 
This is true regardless of whether the 
allocation of foreign exchange is through 
interventionist instruments such as quotas 
or through market-determined prices and 
exchange rales. 

Notice that in the above, the availability 
of foreign exchange is regaided as a con¬ 
strain' independent of import demands. 
This was not always so. Oik could think 
of the opposite case of an overdraft 
regime,* a situation that is not so incon- 
listeni with India's past. In the overdraft 
regime, the amount of foreign exchange 
borrowed is residually determined by the 


('uuntry's net imports; the causation 
therefore runs from net imports to foreign 
exchange avaQabiiity. What makes for this 
comfortable but dangerously fragile ‘soft 
budget constraint' is the assurance of ex¬ 
ternal finance on demand.' This is 
something that has ceased to be valid for 
India since |990-9I, and yet the implica¬ 
tions that flow from this regime change 
are sometimes lost sight of. 

It is useful to formulate aD this as a pro¬ 
position. Consider a 'small' country for 
which the world prices of the different im¬ 
portable goods are given. Suppose that ex¬ 
port earnings, foreign capital inflows, 
remittances are all exogenously given in 
the short run. Add to this any desired ad¬ 
justments in the level of foreign exchange 
reserves—to make them less precarious or 
less flabby*—and make allowances for 
committed outflows such as loan repay¬ 
ments and interest on outstanding debt. 
What we thereby obtain is tire availability 
of foreign exchange for the financing of 
imports in the short period and clearly the 
amount is given. Take this figure and 
deflate it by an index of the world price 
level of importables. What results is the 
real volume of imports for the given 
pericxl.' Therefore 

Proposition I: In the short run, the real 
volume of imports for a small country 
facing a foreign exchange constraint is fix¬ 
ed and is independent of specific policy 
changes associated with liberalisation. 

I can anticipate one rejoinder to this, 
it may be pointed out that the availability 
of IMF loans is conditional on liberalisa¬ 
tion taking place. Hence both the volume 
of imports as well as our indebtediwss will 
go up as a direct consequence of liberali¬ 
sation. However, the original point stands 
since one can liberalise without taking an 
IMF loan. Or one can liberalise, take 
an IMF loan, and use it only to effect 
repayments. 

iMHUKi DiJtibs AND Domestic Pkicls 

In the context of a flexible exchange 
rate, it is a fallacy to believe that domestic 
firms can be protected by raising tariffs 
or, equivalently, that a reduction in tariff 
rates will lead to a displacement of dome¬ 
stic goods by imports. 'Mt can already see 
why by appealing to Proposition 1— 
reducing tariff rates cannot increase the 
availability of foreign exchange for 
imports'^—but we can go a step further. 
Let us examine the following question: 


Will slashing tariffs make imports less 
costly for the domestic user?* 

Tire answer is that it will not. In a fkxi- 
bie exchange rate system, there is a pre¬ 
sumption that a proportionate change in 
tariff rales will itself induce an offsetting 
depreciation of the rupee so as to leave 
domestic prices exactly unchanged. 

Consicto an economy which imports 
Only one good. The world price in dollars 
is P*. the rupee price of a dollar is e, and 
the world price in rupees is Pf: 

Pf = eP* (I) 

The domestic price of imparts is Pd and 
the tariff rale is t: 

Pd = (Ut)Pf (2) 

The demand for imports is given by a 
demand funaion the main argument of 
which is the price paid by the consumer: 

Q = DfPd,.) (3) 

We have already done the spade work for 
the supply side From Proposition 1 the 
supply of imports is given: 

O =- Q (4) 

where 0 = A*/P*, and A* denotes the 

availability of foreign exchange in dollars. 
A* and P* are constants. 

Now, the intention of liberalisation is to 
let the domestic price of imports be deter¬ 
mined by demand-supply equilibrium: 

D(Pd,.) = Q (5) 

Equation (S) is self-sufficient. It deter¬ 

mines Pd independently of anything else. 
In particular. N is indetrendeni of t. Thus 
changes in tariff rates cannot make im¬ 
ports cheaper or dearer in a flexratc 
regime. How then are these changes ac¬ 
commodated? Combining (I) and (2) we 
find the answer: Since both Pd and P* are 
unaffected, e moves up in proponion to 
the fall in (I -t-1). 

It is not hard to see that this neutrality 
result will hold regardless of the numba 
of importables provided that the tariff 
factors, i e, (I Tti) where ti is the tariff rare 
on the ith import, are changed in the sanK 
proportion." 

Proposition 2: With a flexible exchange 
rate, a proportionate change in the tariff 
factors will not have any short penod ef¬ 
fect on the domestic prices of importables 
for a small country facing a foreign ex¬ 
change constraint. Only the exchange rate 
will depreciate in the same proportion. 

Notice that the proposition would not 
be true in the context of a Hxed exchange 
rate. We would then have to drop equa¬ 
tion (S) above and also do away with one 
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of the variables, viz, t, the oKhange late. 
Consequently N would vary in propor¬ 
tion to (I -ft). 

A number of ctHoilaries to these two 
propositions cm be derived Lei me give 
just two very simple examples. Consider 
first the allegation that liberalisation 
will reduce employment in a demmd- 
oonstrained set up. The claim is that libera¬ 
lisation will expand imports which will 
crowd out an equal amount of domestic 
output. But the first step is wrong, it is not 
liberalisation that cm be blamed for a 
bulge in imports; that must be the result 
of m indmation to live beyond our means 
in a foreign exchange sense.* 

Another very clear implication is the 
following. In a fully liberalised regime, 
the domestic price of imports is essen¬ 
tially determined by export earnings. A 
rise in export earnings makes imports 
cheaper, a fall in export earnings makes 
them costlier. 

Devauuation and Inflation 

The government has introduced many 
changes over the past couple of years. 
However, interventions and controls con¬ 
tinue to exist in several areas. Think of oil 
imports for India. This is under govern¬ 
ment control md the goverrunent also 
fixes the domestic prices of petroleum 
producu. A major objection to letting the 
rupee float freely in the international 
market it that this will cause a devalua¬ 
tion, oil will thereby become costlier and 
that will lead to inflation at home. 

But must this happen? SunKrse the 


g over nm ent decides that it will not change 
the issue price of petroleum products and 
it will continue to import the saqie 
amount of oil and spend the same amount 
of foreign exchange. What then? Will in¬ 
flation have been avoided? 

Surely the government will end up with 
a larger rupee deficit which it will owe the 
Reserve Bank. However, the inference that 
this shows that a cost-push inflation has 
simply been replaced by a demand-puU in¬ 
flation is not correct. This is because the 
larger deficit is merely an accounting 
deficit that has absolutely no impact on 
money supply. The point is obvious since 
the la^er government borrowing is not for 
the sake of making a domestic payment 
The larger rupee deficit will be cancelled 
out by the increase in the rupee value of 
thg fail in foreign exchange icserves on 
count of oil imports so the stock of high 
powered money will be urchanged. 

Of course the increase in the rupee ear¬ 
nings of the exporter will tend to inflate 
money supply. But that will happen ir- 
mpective of whether the government 
decides to raise oil prices or not. On the 
other hand, if the domestic price of 
petroleum products needs to be raised in 
order to generate more budgetary resour¬ 
ces and reduce money creation, then this 
can be done—and in the past has often 
been done—without waiting for the ex¬ 
change rate to first change. Finally, how 
do we know that if more revenues must 
be raised the best way to do so is by rais¬ 
ing the price of petroleum products or 
that this is the optimal way forthe govern¬ 
ment to intervene? 


Liberalisation and Exforts 

There appears to be considerable 
academic scepticism r^arding the aldli- 
ty of liberalisation to induce a significant 
increase in Indian exports. However, the 
evidence cited in support of this scep¬ 
ticism is inconclusive. I will take up only 
one argument here. What 1 wish to ex¬ 
amine is the manner in which a certain 
kind of evidence regarding costs and 
prices is used to conclude that liberalisa¬ 
tion will not help. 

The argument runs roughly as follows. 
There are a number of domestically pro¬ 
duced goods that, even without libe^sa- 
tion, were internationally tost effective* 
or more so, yet exports of these did not 
pick up In some cases, the figures indkaie 
that the Indian exporter should be able to 
undercut and take away market share, but 
this is not happening. Thus the evidence 
suggests it is not profitability that is 
holding us back but the existemx of 
powerful non-economic barriers to India 
entering the global market place In such 
a situation, how can liberalisation or ex¬ 
port subsidies help? 

There may well be entry barriers, 
economic or non-economic, strategic or 
natural. But it is difficult to ima^ne that 
these are universal. In any case it is not 
my intention to settle an empirical point 
here What I feel worth emphasising is the 
fact that there is certainly no contradic¬ 
tion between profit maximisation and the 
evidence regarding domestic costs and 
international prices. The point is an 
especially simple one to communicate 
Though the proFit margin on exports is 


EoonBg^ and Fotitkal Weddy July 31. 1993 


1613 





positive, lh«t on domestic sales may be 
more sa So the domestic firm may choose 
not to export. Indeed, one of the chief 
arguments in favour of liberalisation is 
that an import-substituting regime arti¬ 
ficially bolsters profitability of home sales 
and provides a built-in bias against ex¬ 
ports. This argument suggests that it is 
lack of competition that makes the home 
market stronger for incumbent firms. It 
is easy to illustrate this by using the theory 
of price discrimination. 

Consider a firm that enjoys a monopoly 
in the domestic market. The international 
market for the product is perfectly 
competitive—so there are no entry bar¬ 
riers. The world price is Pf and this is 
given to the firm. Let Q denote domestic 
sales and X denote exports. Domestic 
marginal revenue is given by the function 
M(Q), and domestic marginal cost of pro¬ 
duction 1^ C(Q -4- X). If there are “interior 
solutions”, the profit maximising point is 
where Pf = M(Q) = C(Q +X). We 
assume that imports of this good are pro¬ 
hibited. so X must be non-negative and 
this may preclude an interior solution. Let 
0 solve Pf = Fil(Q). Now if Pf<C(Q) and 
C(.) is increasing, then clearly X = 0 is 
optimal. In this case the domestic mono¬ 
polist chooses not to export because of the 
protected domestic market and the high 
marginal costs of expanding production. 
However, note that unit costs could be 
lower than world prices, i e, Pf >AC{0‘) 
is quite possible. All this is illustrated in 
Fig 1(a), where the thick, broken line RST 
is the horizontal sum of the marginal 
revenues in the two markets. For Pf> 
C(0)t it is optimal to-sell 0 in the home 
market and export an amount X', where 

C(0 + X‘) = Pf. 

The analysis can be made sharper. 
Assume that marginal costs are constant 
and equal to c as long as production is 
strictly below a capacity ceiling, K, but are 
infinite otherwise. Also let ce Pf, to load 
the dice in favour of exports. It is. none¬ 
theless, clear that for K<0>the monopolist 
will choose not to export. Of course for 
the case of large K, the monopolist must 
export since it would always be profitable 
to do so after having exhausted the dome¬ 
stic market, given that production is in¬ 
ternationally “cost effectise”, i e, c<Pf. 
Fig 1(b) illustrates both possibilities, tak¬ 
ing alternative capacities, K1 and K2. 

Liberalisation would affect the picture 
in three ways. First, by allowing a depreci¬ 
ation of the exchange rate, it will cause Pf 
to be raised and this will increa.se the op¬ 
portunity cost of domestic sales. Second, 
it may enable a relaxation of the capacity 
constraint through delicensing. But a 
deeper reason is that by removing artificiat 
barriers to entering the domestic market. 


it will tend to weaken domestic monopo¬ 
lies and narrow the gap between the 
marginal revenues." 

LlBtRAl.lSAl ION AND COMPbTITION 

This leads me lo my last point. Many 
pro-liberali.sers implicitly assume that 
removal of policy-imposed restrictions 
necessarily enhances competition. This is 
patently false. Why should wc assume that 
left to itself the market would always be 
perfectly competitive? It may well result 
in a monopoly and for a variety of 
reasons. One pertinent reason could be in¬ 
creasing returns. I shall deal with this very 
briefly. 

Suppose that the world market for one 
of our imports is monopolised by a gigan¬ 
tic corporation. Production is characteris¬ 
ed by increasing returns that set in after 
a point; there is an initial stretch of cons¬ 
tant costs. The same technology is availa¬ 
ble to home producers. However, the 
domestic country is a closed one, so the 
home producers service only domestic de¬ 
mand. The level of domestic demand is 
not high enough to take production 
beyond the constant cost stretch. But 
world demand is sufficiently high to 
enable operation in the decreasing cost 
region if all production is carried out by 
one firm. 

In such a situation, consider what hap¬ 
pens when the home country opens up. 
We have a unified world market domi¬ 
nated by a single giant producer exploiting 
increasing returns and bringing prices 
down in the home market. Here liberalisa¬ 
tion has in fact eliminated competition. 
The proposition that is at issue here is 
whether, left to itself, the market tends lo 
select the efficient outcome, not whether 
the market invariably decides to be com¬ 
petitive. With increasing returns, efficien¬ 
cy calls for large-scale production. 

Wc have selected this example to also 
highlight one other point. It is sometimes 
argued that the answer to India’s problems 
with costs and inefficiencies lies not in 
trade liberalisation but in domestic libera¬ 
lisation. This will enhance efficiency by 
engendering competition without the 
threat of multinatiotials and other foreign 
firms taking over the market. But inter¬ 
nal liberalisation will be qtate inadequate 
if there are increasing returrs that require 
a scale much larger than can be achieved 
through domestic demand of a poor 
country. 


Notes 

it should Itke toihank Alok Ray and Abhirup 
Sarkar for very helpful discussions.) 

I For reasons of relevance, I am not dealing 
with tied loans whereby more foreign ex¬ 


change is made available provided it is spent 
qn selected kerns. 

2 The term has been borrowed from Hicka, 
who used it in connection with the domesiii 
credit market; see Chapter II of John Hicks, 
The Crisis in Keynesian Economics, Basil 
Blackwell, Oxford, 1974. 

3 The best example of the use of a soft budget 
constraint is the investment demand func¬ 
tion of Keynesian macro-economics. Hen 
there is assured credit for the investor whe 
is not subjected to the rigours of a budget 
constraint. This led to a host of problem: 
for those who tried to derive Nairas’ Law 
in the usual manner by summing up indi¬ 
vidual budget constraints. 

4 This is a slitrpery idea in the context of a no- 
price regime; if they are really nexible, prices 
should move so as to always conven ecisting 
stocks into desired stocks. Concern with the 
level of reserves thus reflects an apprehen¬ 
sion regarding price volatility. For a nice in¬ 
troduction. see Hicks, op cit. Chapter I. 

5 Essentially, this amounts to measuring the 
available stock of foreign exchange at con¬ 
stant prices. 

6 Unless we succuiqb lo the temptation of 
borrowing more from a country which pro¬ 
mises a good loan on condition that we 
reduce tariff rates on their exportables. In 
such cases the fault lies not in liberalising 
but in taking a loan and using it to augment 
imports. 

7 The question is pertinent in the wake of this 
year's budget. The majority opinion ap¬ 
pears to favour an affirmaiive answer. There 
arc ol cuurvL sceptics who point out that 
this might n.M he true this time since there 
have been two simultaneous policy shifts, 
(he other one being the termination of the 
dual exchange rate scheme. Unification of 
the exchange rate, they argue, will ineviubly 
result in a depreciation of the rupee that will 
work in the opposite direaion, so the net 
effect is unpredictable. But our question 
here is different. What will happen aftei tlie 
exchange rate has been unified and given 
lime to settle at its equilibriun level if tariffs 
aic slashed once more? 

8 We are dealing only with the immediate or 
impact effects. The most important thing 
left out is the income redistribution effect 
of a transfer of erstwhile tariff revenues to 
the exporters. 

9 It is possible that (he allocative effects of 
liberalisation may include a change in the 
level of employment, for instance if the 
market reallocates in favour of industries 
with a lower labour intensiiy per unit of 
foreign exchange used. 

10 Of course the analysis nerds to be made 
more complete by bringing in second round 
effects. In particular one would have to cmi- 
sider the fact that if oil prices are kept un¬ 
changed but (hose of other goods arc allow¬ 
ed to rise, then there would tend to be some 
change in the demand for oil resulting from 
the standard substitution and income effects 
foi buyers as well as sellers. 

11 In the fully liberalised case, of course; there 
is no such thing as a separate domestic 
market; it is part of an integrated world 
market. 
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DISCUSSION 


Assessing Economic Reform 

Rajesh Kumar Jha 


MANU SHROFF’S rejoinder (May 8) to 
Oeepak Nayyar’s article ‘Indian liconomy 
at the Crossroads; Illusions and Realities’ 
(April 10) attempts to cover up the essence 
of the economic reform currently under way 
in India at the behest of the multilateral 
funding agencies. The basic inspiration for 
the policy reform comes from the orthodox 
neo-classical school of economics whose 
mouthpieces these agencies—c g, IMF and 
V^fbrld Bank—are. This orthodoxy is charac¬ 
terised by a much greater degree of 
dogmati-sm than is the Marxist one against 
which Shroff speaks in a subtle yet quite 
audible tone. An important issue in this con¬ 
text is that of ‘analytical absolutism’ raised 
by Nayyar, but it is completely evaded by 
Shroff. We will come to this point later. 

Shroff contends that Nayyar’s conclusions 
do not follow either from the evidence cited 
by him or the *toiperience of other countries 
which had embarked on similar reforms”. 
This is a strange assertion because there is 
enough evidence from other countries which 
have undertaken these reforms. This evi¬ 
dence has generated a lively debate in 
academic circles. To cite one example, one 
may mention Rehman Srdihan’s paper 
‘Structural Maladjustment: Bangladesh’s 
Experience with Market Reforms’ published 
in the same issue of this journal as Shroffs 
rejoinder. Sobhan shows that the GOP 
growth rate of Bangladesh declined sharply 
from 7.1 per cent for the period 1972-73 to 
1974-75 to 5.1 per cent for 1975-76 to 1980-81 
and to 3.1 per cent for 1991-92. Bangladesh 
was on the same reform package dictated by 
WB-IMF which India is following today. 
The policy package has not led to any im¬ 
provement in the performance of Bangla¬ 
desh's economy over the period of reform. 
It is worth noting that Bangladesh was in 
a better position to implemoit the reforms 
as it was under military or semi-military rule 
for the larger part of the period of reform 
and was thus less encumbered by non¬ 
economic considerations like public accep¬ 
tance of the reforms which become vital for 
a democratic country like India. The growth 
rate of agriculture in Bangladesh averaged 
4.2 per cent in the 1970s and 1.6 per cent in 
the 1980s. Though in 1989-90 it picked up 
at 7.6 per cent, it fell to 2 per cent in 1990-91 
and 1991-92. The manufacturing sector too 
grew at 2.5 per cent in the 1980s, well below 
the rates in the 1970s. Overall investment as 
a percentage of ODP declined from 15.9 per 
cent in 1980-81 to a low of 10.3 per cent in 
1991-92. The decline was reflected in falling 
private as well as public investments. On the 
export front, however, the performance has 
been good and the growth rate in the IWOs 


has been double than that in the 1970s. A 
major part of this boom in export is ac¬ 
counted for by increased garment exports 
with very little backward linkage effects. 
Inflation has been kept under control mainly 
through stabilising ft^grain price.s. Sobhan 
concludes, “Bangladesh’s reform programme 
remains in deep crisis because it has over a 
decade failed to accelerate growth, diversify 
the economy, siiinulaic investment and 
domestic savings and create the basis for a 
sustained growth piucess which can lead to 
greater self-reliance and substantial reduc¬ 
tions in mass pssvcriy” 

This IS the exiierience of one country fiom 
our neighbourh(K)d indicating the failure of 
the policy package recommended by the 
multilateral financing agencies. (3ther ex¬ 
amples, specially from l.atin America and 
Africa, can be cited to .show the inadequacy 
of ihc.se policies. There have been pioneer¬ 
ing works in this sphere showing that sim¬ 
ple monetartst prescriptions for correcting 
current account deficits or controlling infla¬ 
tion. etc, have been unsuccessful in most 
countries. Against this background, the 
assertion that the experience of other coun¬ 
tries docs not warrant the conclusions drawn 
Nayyar is not tenable. 

It is also not correct to say that Nayyar's 
article does not a.ssign any probability to the 
risks of the reforms not working and that 
he ba.xes his conclusions on the implicit 
assumptions about their failure. In fact, 
while talking about the stabilisation of the 
balance of payments situation and reduction 
in the rate of inflation, Nayyar categorically 
states that the chances of success of the 
reforms depend on the probability of achiev¬ 
ing these two objectives which, in his view, 
have been low and are even lower now. This 
conclusion follows from the worldwide ex¬ 
perience with stabilisation and structural 
adjustment programmes as also from the 
Indian experience of the last couple of years. 

Even if things ‘do not go wrong’—which 
is most unlikely, given the simplistic theo- 
teiical model behind these policies and the 
historical experience—tlie problems of tran¬ 
sition and adjustment are considerable 
which can upset the applecart any moment. 
The reason why policy-makers cannot give 
‘careful consideration’ or ‘adopt substan¬ 
tial correctives’ is because doing so- will 
undermine the very basis of the reforms. 
Thus we are faced with a dilemma—without 
correctives the reforms are bound to go 
the wrong way and with them the very basis 
of the reforms will be subvened. There is 
no plausible answer to this dilemma 
available within the parameters set by 
the policy reforms. Implicit in the article 


by Nayyar is a clear perception of this 
problem which Shroff fails to appreciate. 

While summarising the main points raised 
by Nayyar, Shroff m'sieprsaicnts him regard¬ 
ing the deregulation of the financial sector. 
Rather than viewing the financial sector 
deregulation as ‘inadequate’, Nayyar calls for 
a careful and cautious approach. To quote 
him, “deregulation in the financial sector, 
unless it is paced with care, can be perilous 
not just in terms of scams or scandals, but 
also if it diverts scarce resources to un¬ 
productive uses”. Thus it is a wrong reading 
of Nayyar’s article to say that he is pleading 
lor greater deregulation of the financial 
sector. 

('oming to the diagnosis of the malaise 
of the Indian economy. Shroff agrees that 
the crisis of 1991 was mainly a result of the 
niacro-cconomic imbalances of the 1980s, 
but he criticises those economists who sup¬ 
ported deficit financing to spur investment 
although It led to macro-economic imbalan¬ 
ces. It should not be forgotten, however, that 
the laiger proportion of the deficit in the 
1980s went to finance the luxury consump¬ 
tion of the middle classes benefiting from 
transfer payments, specially on account of 
public debt interest payments. Gross capital 
formation out of the budgetary resources of 
the central government as a percental of 
GDP remained stagnant or fell during this 
period. In 1980-81 it was 6.6 per cent and 
remained at the same level in 1990*91, with 
some fluctuation in the intervening period. 
According to the budget estimates for 
1992-93, the rale fell to 5.6 per cent as a con¬ 
sequence of adherence to the Fund-Bank 
policy package. Total developmental outliQr 
did increase in absolute terms from 
Rs 36,845 crore in 1980-81 to R$ 1,76,548 
crore in 1990-91, but as a proportion of GOP 
its share remained constant at about 18 per 
cent after reaching a peak of 21.7 per cent 
in 1989-90. On the other hand, non-dcvelop- 
mental outlay was Rs 12,419 crore in 1980- 
81 which shot up to Jts 70,626 crore in 
1990-91. As a proportion of GDP it marked 
an increase from 9.1 per cent in 1980-81 to 
13.3 per cent in 1990-91. The highest increase 
among the items of the government's cur¬ 
rent expenditure has been in interest pay¬ 
ments which rose as a proportion of GDP 
from 1.9 per cent in 1980-81 to 4 per cent 
in 1990-91. Contrary to the picture being 
painted, subsidy as a percentage of GDP has 
not increased very much over this period. It 
was 1.2 per cent of GDP in 1980-81 and in¬ 
creased to 2 per cent in 1990-91. 

As a proponion of the government’s total 
expenditure, gro.ss capital formation out of 
budgetary resources fell from 40.1 per cent 
in 1980-81 to 34.7 per cent in 1990-91. The 
government’s consumption expenditure fell 
from 23 per cent in 1980-81 to 21.5 per cent 
in 1990-91. The major increase was in 
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inuisfer jMOmeitis which include mteresr 
IMQrmnMs, subsidies, grants to states and 
Ollier items. From 30.7 pet cent ol total ex- 
pcndttufc in 1980-81, th^ reached a level of 
43 per cent in 1990-91. Interest payments 
which constituted 10 per cent of ti^ expen¬ 
diture in 1980-81 rose to 29 per cent in 
1990-91. Subsidies were 8.S per cent of the 
total expenditure in 1980-81 and increased 
to I0.S per cent in 1990-91. 

All this clearly brings out that the iho- 
fligacy of the 1980s was not directed tovnrds 
raising productive investment. Much of it 
went into larger transfer payments as in¬ 
terest, which accrued mostly to the richer 
sections of society. This was reflected in in¬ 
creased demand for imported luxury goods. 
With the international fiiutndng institutions 
and private creditors flush with money and 
ready to lend, the inherent check on govern¬ 
ment profligacy was gone and there was 
resort to heavy short-run and long-run bor¬ 
rowing from private lending institutions. Ex¬ 
ternal debt rose sharply from 9.9 per cent 
of GDF in 1980-81 to 12.3 per cent in 
1990-91. The conclusions following from this 
are simple: (I) fiscal profligacy was not caus¬ 
ed by increased invetumenl in the public sec¬ 
tor undertakings, etc; and (ii) Hscal pro¬ 
fligacy might have been encouraged by the 
easy availability of foreign credits rather 
than the other way round. Therefore, the 
profligacy of the 1980s was neither caused 
by a realisation of the virtues of deficit 
financing in raising productive investment 
nor was it associated with the strategy of 
development adopted in the l9S0s. It was 
simply a reflection of the distorted priorities 
of the govemment and its short- si^tedness. 

Shroff agrees with Nayyar that “it is the 
nature and the form of state intervention 
that matters". He; however, highlights the 
‘gathering conviction* that the nature of the 
state itself has changed a great deal and 
hence there vras need for greater reliance on 
market forces. He does not spell out what 
has been thechantp; in the nature of tlie state 
which forces greater reliance on the market. 
The natuie of the state has changed inasmuch 
as it sees the market as the panacea of all 
the ills facing the economy. In this sense, 
however, talk about the changing nature of 
the state as a reason explaining the total 
dependence on markets is tautological. 
Nevertheless, in one sense the nature of the 
sttue has certainly changed as from being the 
‘plaything of criminalised politics' it has now 
become a remote-controlled robot fed on 
neo-classical monetarist principles far re¬ 
moved from ground realities. In both the 
cases, however, it is the common people who 
suffer. 

It is also not correct to say that Nayyar’s 
major criticism of the structural adjustment 
policies is that they have not gone far 
enough. Apart from pointing out the serious 
drawbacks of the structural adjustment 
policies and the inherent contradictions in 
the policy package, he has talked about the 
direction in which the reforms should move. 
It is basically a question of the direction and 
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not ^e speed of the lafking 

about the speed and the .sequencing of the 
reform process, Nayyar points out that the 
problems noticed elsewhere have already ap¬ 
peared in India. Industrial deregulation 
poses the problem of retrenchment and 
creation of monopolies preventing the en¬ 
try of other firms (a recent case in point is 
the merger of TOMCO with Hindustan 
Lever). Public sector reform would grind to 
a halt the moment all the major PSUs are 
sold, since no attention is being paid to rais¬ 
ing the efficiency and the productivity of the 
PSUs. The so- called full convertibility of 
the rupee has not solved any of the balance 
of payments problems and the principal 
instrument to achieve BOP equilibrium re¬ 
mains the depreciation of the rupee. Libera¬ 
lisation of imports without any concerted 
effort to shore up exports has led to a widen¬ 
ing tratfe gap. All this points not only to the 
problems associated with the speed of the 
reforms but more importantly to those 
related to the direction of the reforms which 
Shroff ignores. 

Coming to inflation, it is true that infla¬ 
tion has decelerated over this period. But 
good monsoons and the expectation of 
another good monsoon this year have con¬ 
tributed significantly to the fall in the infla¬ 
tion rate For the rest, the demand compres¬ 
sion has been achieved by plunging the 
economy into a recession—a classic case of 
the remedy being worse than the disease. It 
is trite that on annual average basis the rate 
of inflation fell from 13.7 per cent to 11.1 
per cent between 1491-92 and end-Decembei 
1992. However, the consumer price index for 
agricultural labour still showed a high rale 
of inflation, suggesting a drastic erosion of 
the living standards of the poor. 

The exchange reserves have improved from 
a precarious S 2.2 billion in March 1991 to 
$ 7.07 billion in April 1993. Most of this has, 
however, come from exceptional Financing 
sources like the transactions with the IMF 
and the India development bonds. The 
balance of trade for 1992-93 was negative 
to the extent of Rs 10,131 crore. In the 
absence of increase in export earnings, India 
wilt have no option but to rely on further 
borrowing. 

The problem of inflaiion associated with 
the differential speeds of adjustment of 
demand and supply is supposed to be met 
through larger imports on the basis of ad¬ 
ditional capital inflows through foreign 
equity and borrowing. The flow of foreign 
capital through equity investment has not 
shown any substantial rise over this period. 
Oependcnce on the flows of such funds is 
dangerous since international capital move¬ 
ment is infamous for its capricious beha¬ 
viour, moving out rapidly at the slightest 
possibility of earning a belter return 
elsewhere. With the doing away of lock-in 
period for equity investment, dependence on 
such capital inflows could prove disa.stious 
in limes of crisis, real or perceived. 

Criticising Nayyar for implicitly consider¬ 
ing public invesment as an engine of growth. 


Shroff denin thai (ftepublk mvesunem has 
any crowding-in effect today though this 
may have been so in the past. No reason is 
provided for why public investment has no 
crowding-in effect now. What has been the 
critical change in the economy due to which 
public investment now has a crowding-out 
rather than a crowding-in effect? It is true 
that emphasis is needed to be pul on improv¬ 
ing the productivity and efriciency of the 
public sector, but that does not mean that 
investment in the public sector would cause 
harm to the economic health of the coun¬ 
try in general. It is simplistic to criticise 
Nayyar for engaging in a stereotype of the 
‘growth vs equity’ debate: The main concern 
of Nayyar is the direction in which economy 
is moving where we will have deceleration 
in growth with worsening equity. 

So far as the fcniliser subsidy is concern¬ 
ed, it is true that proportionately greater 
benefits are cornered by the rich farmers 
which is bound to be the case for any 
generalised subsidy scheme, given the insti¬ 
tutional-political set-up of the economy. In 
a situation where the elasticity of fertiliser 
use with respect to price is high, an increase 
in prices would adversely alTect foodgrain 
output unless foodgrain prices are allowed 
to rise. When foodgrain prices rise; an overall 
cost-push inflation will be generated which 
will affect the stabilisation programme. Cut 
in priority sector lending also has serious 
repercussions' for the agricultural sector. It 
is not clear how Shroff asserts that these 
implications for agriculture have been taken 
into account. 

Shroff is right in ailicising Nayyar for not 
paying attention to the sequencing problem. 
However, the remedy suggested by Shroff 
does not work as has been proved by the ex¬ 
perience of countries which opted for 
simultaneous implementation of stabilisa- 
lion and structural adjustment programmes. 
More often than not such shock therapy has 
resulted in stagflation and wide-ranging 
social unrest. 

Lastly, it is curious that Shroff keeps a 
total silence on the problem of the a.sym- 
metric distribution of the burden of adjust¬ 
ment. At the global level this asymmetry can 
be clearly seen in the tensions over the GAIT' 
negotiations and the Dunkd draft. It is im¬ 
plicitly assumed in all such policy packages 
that the poorer sections will have to bear the 
cost of adjustment whereas those responsi¬ 
ble for bringing the economy to such a pass 
continue enjoying the fruits of reform even 
as they had earlier benefited from the pro¬ 
cess causing the economic malaise. 

Last, but not the least, is the question 
ul social acceptability of the reform as also 
(he externalisaiion of our policy initiatives 
which make us insensitive to changing reali¬ 
ties on (he ground. Unless we are prepared 
for a dictatorial set-up. ready to bulldo/e 
■Is way through to reform, we must remain 
sensitive to the changing socio-political 
and economic situation and, for this, 
to retain the policy initiative i$ very 
important. 
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Can you look to 
India as a source of 
new technology? 


'IVthnology transfer took a new direc tion whe-n ABB India exported an 
indigenous ciieiiit bleaker innovation back to Furopt' SOOd employees 
in l(i marketing otfices and U) nianufaetiiring units, with extensive R&D 


laeilities, place ABB at the Ic-ading c*dge of achic*venic‘nt 

And look at ABB India’s exports, Soplii.sticated powerline carriei cornmunicaiions to 
Au.slralia l,ow cost erection and.engineering services to Sri l.ank,i Software exports to 
Sweden. Breaker Drives to Swc’den, Switzerland and I 'SA As a leader in elc*ctrical 
engineering for the generation, transmission and distribution of power, and industry and 
transportation ABB is committed to industrial ecological efficient y w'orldwide ABB 
transfers its know-how across borders with ea.se Yet in c*ach country, the ABB local 
operation is decentralized and flexible. Which means that we are close at hand to help 
Yes, you can. our cu.stomers reply swiftly and surely to technological challenges whic h .stretch the limits 
of the possible. Like creating a new technology source within one of the world's most 
ancient cultures, India. 
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